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This article integrates the business model concept with an understanding of industry recipes to show how competing business models
can co-exist in a competitive market. Drawing on data from the English Premier League, we show that alternative models – based on the
acquisition of talent on one dimension and the internal development of shared team experience on the other – lead to differing value
creation and value capture outcomes. Drawing on the time series nature of our data, we also show that transitioning between business
models can involve a decline in performance (which may be temporary), and draw some implications for managers faced with the
challenge of changing their business models.
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Introduction

The central strategy problem for managers is relatively simple: how to formulate and implement strategies that create
value for customers and capture profits for the firm. There are a multitude of possible resource and capability configurations a
firm can choose to create value, but also many uncertainties that can prevent them from converting these configurations into
products that create value for customers and thus profits for the firm. Industry recipes and business models are comple-
mentary concepts that can assist managers in understanding the range of resource and capability configurations and un-
certainties they face in selecting a strategy with a realistic probability of generating value for customers and capturing profits
for their firm.

The essence of an industry recipe, as espoused by Spender, is as “the shared knowledge base that those socialized into an
industry take as familiar professional common sense” which can be used as aids in the management of strategic uncertainties
(Spender, 1989: 63). A challenge in researching industry recipes is that the process by which an industry recipe is identified
and the links between resource configuration options, value creation for customers and value capture for the firm is not only
particular to the industry and firm, but also must be measured qualitatively to account for the unique perspectives of both
managers and the industry. While in their broadest form recipes are shared, taken for granted understandings of the industry,
in practice they are overlaid by the specific assumptions and practices of individual decision makers and firm contexts, thus
moving the focus from general guidelines towards the challenge noted above. Teece (2010) notes that one of the key con-
tributions of the business model approach is that it offers clear guidance as to “how a firm delivers value to customers and
converts payment into profit” a point captured by Baden-Fuller and Morgan’s (2010) business models definitions table in their
overview of the contributions to this journal’s BusinessModels Special Issue. In this article we outline the essential recipe that
applies to English Premiership Football industry – which we term a ‘talent-based recipe’ – and use the business model
approach to define four business model types based on two value creating resources and capabilities that are central to such
industry recipes – the talent of the team’s players and the shared team experience they accumulate.

While Teece (2010) argues that it is sufficient for a business model to focus on what resources and capabilities are
associated with the creation and capture of value, this article is motivated by the problem that prior research in the talent war
literature has told us little about the different resource and capability configurations of talent and accumulated shared team
experience that can create both value for customers and capture profits for firms. Firms in the same industry differentiate
themselves from each other, so not all will have the same strategy and associated business model, but it is important that they
knowwhat kinds of business model configurations are possiblewithin an industry recipe, andmore importantly whether and
how firms can change between models. Must a firm choose a single business model, which cannot be changed afterwards, or
can it evolve one successful business model configuration into another? The empirical question we seek to explore in this
article is whether more than one stable business model configuration can exist within an industry. We consider the stability
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of a businessmodel in terms of its ability to generate both value for the customer and adequate financial returns for the firm. If
a firm’s business model cannot generate value for its customers, the stability of that typology over time must be questionable
– will they continue to support such a firm with their custom? Nor can it regarded as being stable over the long term if it
cannot deliver a financial return for the firm relative to the industry benchmark.

Our research demonstrates that some resource and capability configurations of talent and accumulated shared team
experience are associated with both success on the field of play (which we see as being akin to value creation for customers)
and with higher financial performance relative to the industry for the firm (i.e., value capture). We find it is possible for firms
to move between business models, but that doing so involves shifting via an uncertain transitional state business model – a
‘valley of death’ – where there is likely to be a precipitous decline in the profits captured by the firm. If the firm succeeds in
managing these risks, then it canmove onwards to another stable business model which is likely to increase value creation for
its customers, but not increase profitability for the firm. We first offer an overview of the business model concept and then
develop four business model typologies drawing on the ‘talent-based’ industry recipe, which we test using a decade of data
recording the performance of English Premiership Football teams.

Business models in talent – based industry recipes

Telling the story of how a firm creates value for customers is a common theme in the business model literature (Magretta,
2002). Baden-Fuller andMorgan (2010) argue that business models are typically conceptualized in a number of ways: as “a set
of generic level descriptors of how a firm organizes itself to create and distribute value in a profitable manner” (p. 157), in essence a
taxonomic description of kinds “defined bottom up” or “used to classify firms” (p. 161); as typologies or “types used to classify
firms. derived top down through conceptual and theoretical work” (p. 161); as model organisms, or real life exemplary cases to
be studied and learnt from; and finally as recipes of best practice, which facilitate managers to experiment and reason about
the impact of choices they may make and guides for action. Our article takes a typology approach to business models: based
on a conceptual understanding of talent-based industry recipes, we identify the crucial dimensions of success in our case
industry, fromwhich we generate four business model typologies that – from a conceptual perspective – we could expect to
be stable configurations.

In many settings – such as the movie industry, team-based sport, consulting and higher education – executing strategies
involves deploying significant amounts of human, rather than physical, resources, and a common belief in such settings is that
competitive success is secured by the firm that captures and retains the highest quality talent. Top talent, it is assumed, is
more productive in resolving business problems and more attractive to customers than lesser talent (Chambers, Foulton,
Handfield-Jones, Hankin and Michaels III, 1998). This belief leads to the development of so-called ‘Wars for Talent’ where
firms compete for the most talented labour – striving to attract the best professors, movie actors or managers which are
supposed to lead to superior performance. (The concept may have emerged from an article by the same name in which
McKinsey researchers surveyed a large sample of executives from 77 major US firms on the challenges of attracting and
retaining talent – Chambers et al., 1998).

Another key dimension of the ‘talent-based’ industry recipe is that competitive success is also a function of the devel-
opment of firm specific knowledge. This is an internal process of building knowledge about the fit between different indi-
vidual productive resources. Individuals slowly become more familiar with the skills of other members of their team through
the repeated process of working together on shared tasks – developing what commonly known in the literature as ‘shared
team experience’. The familiarity between team members who have worked together frequently has been shown to result in
improved competitive performance of teams in industries as varied as software services and professional sports (Huckman
et al., 2009; Berman et al., 2002). The challenge for managers is to understand the impact of configurational choices in terms
of the two key dimensions of this industry recipe – the mix of talent and the level of accumulated shared team experience –

both on value creation for customers and value capture/profitability for the firm.
This article seeks to make an empirical contribution to our understanding of business models. Taking the perspective of a

business model as a conceptually derived typology, we follow the approach of Bonaccorsi, Giannangeli and Rossi (2006) in
classifying all the firms (i. e., the ‘clubs’) in our chosen industry segment (English Premiership Football) into four business
model typologies comprised of higher and lower dimensions of the underlying components of talent (whether acquired or
developed through team-working and interaction) and assess which of these business models are associated with value
creation and appropriation. In this way we connect the external and internal labour market logics (i.e., hiring talent from the
openmarket or developing and integrating it within the firm) conceptually, exploring how each facilitates the process of value
creation and poses challenges to financial value appropriation for firms, as well as exploring empirically the tensions between
the drivers of value creation for customers and of value appropriation for firms that are embedded in business models. So our
contribution to the business models literature is to study the concept empirically with respect to both value creation (in terms
of performance for customers) and value appropriation (in terms of financial value appropriated by firms). Studies of business
model narratives mostly examine the value creation side but omit the profitability test for how the firm creates such value
(Magretta, 2002), while quantitative empirical studies (e.g., Zott and Amit, 2007, 2008) focus primarily on value appropriation.
We extend this empirical business model literature tradition by using longitudinal cross-sectional analysis to test for associ-
ations between the components of business models typologies and both value creation and appropriation.

This journal’s special issue on Business Models noted that there are two common perspectives of business models in the
empirical literature – static and transformational. The former perspective – where we seek to make our main empirical

P. McNamara et al. / Long Range Planning 46 (2013) 475–487476



Download English Version:

https://daneshyari.com/en/article/10494423

Download Persian Version:

https://daneshyari.com/article/10494423

Daneshyari.com

https://daneshyari.com/en/article/10494423
https://daneshyari.com/article/10494423
https://daneshyari.com

