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ABSTRACT

This paper aims to enhance the knowledge of business models in the mobile service sector by exploring their key mecha
nisms and underlying components. By combining the business model literature with empirical interview-based case
studies of 69 business models in the mobile service sector, it illustrates the findings of a longitudinal case study of a
business model design attached to an iPhone application. A model for managing business model design in an open in-
novation context of mobile services is proposed. The model extends earlier frameworks by adding contingency aspects
and the view of core resources for addressing logics in the dynamic sector. Findings highlight the importance of ven-
tures in the mobile service sector continually managing the business model design in order to support the sustainability

of their business models.
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1. Introduction

In the last few decades, new market conditions and tech-
nological advances have not only contributed to an increas-
ing number of ventures being international from their incep-
tion, or being “born globa” [1], but also to a dynamic
environment that challenges traditiona views on ventures
business models. As the Internet and related technologies
have changed the way business is done, interest in busi-
ness models has grown among managers and scholars.
There has been a proliferation of e-business models that
are based on different logics from traditional businesses
[2]. But for ventures launching business models linked to
amore open innovation context of the Internet, the nature
of business model logics is still in its infancy. This has
caused an uncertainty in the business model design and
management. Research in the service sciences aso indi-
cates the need to devel op sustainable business models|[3].

For these reasons, understanding and designing busi-
ness models has become highly important in the new and
rapidly evolving mobile services sector. Today's mobile
service environment has been compared to the early stages
of the wired Web [4] in terms of its fragmented network,
applications, and device platforms [5]. Moreover, ven-
tures in the mobile service sector are working increasingly
in value networks, where mobile services are developed
and provided by networks of cooperating ventures.

This move towards value networks also implies a tran-
sition from closed to open innovation, meaning that in-
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novations can move easily between the venture and its
environment. Research indicates that new business mod-
els are of central importance in open innovation [6]. In the
mobile service sector, the logic behind open innovation is
that anyone can develop a service anytime and reach any-
where; the serviceis born global.

The objective of this paper is to enhance the knowl-
edge of business models in the mobile service sector by
exploring its key mechanisms and underlying components.
This will be achieved by answering the following ex-
ploratory questions: What are the key mechanisms and un-
derlying business model components? How do these in-
teract in abusiness model design?

Drawing from the business model literature and from
empirical case studies on 69 business models in the mo-
bile service sector, the paper illustrates the findings of a
longitudinal case study of a business modd linked to de-
velopment of an iPhone application. We develop a model
for business model design for mobile services in an open
innovation context. The proposed model extends earlier
frameworks by identifying and incorporating the key
mechanisms; contingency aspects and core resources in a
dynamic sector. Conclusions based on the model and em-
pirical data are provided, as are suggestions for future re-
search. This study contributes to the research on business
models and service science by exploring business model
design at work within the nascent research field of mo-
bile services.
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2. Literature Review

In the last few decades, business model design has at-
tracted the attention of both scholars and practitioners.
However, trends of open innovations in services, such as
shifting from product to service and customer empower-
ment in innovation [7] have been neglected in conceptual
research on business model definitions, nature and struc-
ture [8]. Generally speaking, business models define the
logic of the firm and reflect its business strategy. Business
model research has lately changed in focus and approach,
to emphasize components rather than specific models or
typologies [9], as this provides a better understanding of
how and where value is created and captured. In their syn-
thesis of business model literature, which included estab-
lished publications from 1998 to 2002, Shafer et al. [10]
uncovered 12 business model definitions comprising 42
business model components. Four categories of compo-
nents were identified: strategic choices, cregting vaue, cap-
turing value, and value network. The authors define a busi-
ness model as “a representation of a venture’'s underlying
core logic and strategic choices for creating and captur-
ing vaue within a value network” (p. 202). There is, how-
ever, a lack of empirical support for conceptually devel-
oped business models.

Several studies have synthesized previous work in the
area of business model components. Based on such a
synthesis, Morris et al. [11] propose a business model
framework that includes factors related to the offering,
market factors, internal strategy factors, competitive strategy
factors, economic factors, and personal/investor factors.
According to Morris et al., their framework is not sector-
specific and could thus be used to design, describe, cate-
gorize, critique, and analyze a business modd for any ven-
ture. Nevertheless, there is a need to acknowledge the sec-
tor-specific and venture-specific characteristics of busi-
ness models.

A review of the business model literature by Oster-
walder et al. [9], results in a proposed framework with
nine “business model building blocks’: value proposition,
target customer, distribution channel, relationship, value
configuration, core competency, partner network, cost
structure, and revenue model. Their framework incorpo-
rates the venture's internal parts of the business model.
The internal parts as proposed by Osterwalder et al. [9]
however need to fit an open innovation context where
internal and external partsinteract without boundaries.

Chesbrough and Rosenbloom [12], propose six func-
tions of a business model (Table 1), each of which could
create and capture value in innovative ventures.

As noted, interest in the business model concept has
increased within the mobile service sector [13]. This study
departs from the Chesbrough and Rosenbloom [12] frame-
work, since it is comprehensive, generic, and forms part
of the open innovation paradigm.
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3. Methodology

The present study is based on a qualitative methodology
for studying the relatively unexplored area of business
models in the mobile service sector [14]. The case study
design adopts a grounded approach [15] and focuses on
the level of mobile service business models rather than
on the venture level. Thisimplies that ventures may have
different business models for different services provided
to customers.

Judgment sampling was used when selecting the case
based on the main criterion of entrepreneurs with experience
of multiple business models in the mobile service sector.
Eleven entrepreneurs were selected as a sample in accor-
dance as suggested by Eisenhart (1989) [16]. Each entre-
preneur selected business models with which he or she
had experience, resulting in discussions of 4 - 9 business
models with each entrepreneur, and atotal of 69 business
models.

Data was collected through semi-structured interviews
with the 11 entrepreneurs exploring key mechanisms in
business model design at work and the underlying busi-
ness model components in the 69 business models. Each
interview lasted an average of 90 minutes. The interview
guide allowed the researchers to follow up on issues raised
during the course of the interviews where those issues of
business models were explored with the entrepreneurs.
When coding the 69 business models, a multidisciplinary
group of researchers first coded individualy and then
discussed the individual coding in the research group.
The group coded each entrepreneur’s business models
and had frequent meetings comparing the individua re-
searcher’s coding. In this process, we observed a very high
consistency which may support the interna validity of the
research [17]. In a following sequence, we grouped the
coding into categories. As a result we identified two main
types of business models: demanding and simple.

Simple business models have low internal and external
complexity in technology, products and organizational
structure. Demanding business models, in contrast, are
characterized by high internal and external complexity.
We focus on the simple business models as our analyses
outline mobile applications exploited through mobile ser-
vice platforms such as iPhone and Android, all of which
have simple business models and the mobile platforms
have opened up the mobile service market, market struc-
ture provides new logics for business endeavours. In or-
der to explore mobile platform application business models,
we present evidence from the representative case of a
simple business model. The selected case also represents
a business model design in the early phases of the smart-
phone era. The focus on one illustrative case enabled
provision of selected primary data, as well as contextual
material necessary to understand the business model de-
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sign at work in the mobile application context. The se-
lected business modd case was closaly and longitudinaly
studied for ayear from the establishment of the venture.

The study of the illustrative case included six inter-
views conducted by the team of researchers resulting in
an additional 15 hours of transcribed interviews. In this
second sequence of in-depth case analysis, the group of
researchers independently coded and matched the coding
within the group. Central key mechanisms, aspects and
themes were identified based on an interpretive process
of continuous iteration between the theoretical concepts
and empirical patterns [18]. Chesbrough’s functions of a
business model (see Table 1) constituted the conceptual
basis for data analysis. We view in this study the value
chain as encompassing internal functions, while the value
network is regarded as external to the venture. The func-
tion “competitive strategy” was not analyzed due to that
the discussions were focused on specific applications and
the interviewees did not raise the issue of competitive
strategy.

Through the iterative analysis of theoretical concepts
and empirical patterns, we used investigator triangulation,
which addresses the study’s construct validity [14]. We
also employed data triangulations by using multiple sources
of data such as repeated screenshots of the list of the top
100 downloads in the iTunes App Store and written feed-
back from the application’s customers, as complements
to the interviews. Such feedback had been written by
people who had purchased/downloaded applications from
the iTunes App Store and was then explored through a
content analysis. The written feedback received during the
first few days after the launch of the studied application,
was provided to the researchers. After excluding texts
written in languages other than English, 58 pieces of feed-
back from customersin 11 countries remained. The texts
were analyzed with Leximancer software, which simul-
taneously conducts thematic and relational analysis [19].

4. The M obile Application Business M odel

The illustrative case of the mobile application business
model is presented as a narrative in the following section.

4.1. An Application on the List of the Top 100
Downloads—The App Store Case

In this section, we identify and explore the functions of a
business model for a mobile application, which centres on
the business moddl design attached to an innovation process
of an iPhone application. The idea of a mobile applica-
tion originated in a brainstorming session in which the
entrepreneur and a developer at the I T venture decided to
develop an iPhone application. The mobile service ap-
plication innovation was outside the scope of the IT-
venture's ordinary consulting activity. The iPhone plat-
form chosen because of the phone itself combined with
Appl€e sexterna distribution channd, the iTunes App Store.
This was a new market and technology window of op-
portunity. The entrepreneur believed that the iPhone and
App Store offered a unique package of digtribution channels
and billing in a single system. The entrepreneur and the
developer became particularly interested in the 3-axis accel-
erometer. Their specific competences, limited time and fi-
nancial resources determined their plan to develop a high
complex application.

From idea to release of the application as freeware on
the App Store in fal 2008, the process required two weeks.
Initialy, the ambition was to achieve 5,000 downloads.
Three days after launch, however, 100,000 customers had
downloaded the application, and it reached top ranking
after approximately 200,000 downloads. Given the mas-
sive customer response, a new version of the application,
for which they charged $1, was released two weeks later.
The venture team was unsure of the pricing in the struc-
tured revenue model at the App Store and whether they
could charge existing customers for the second version.

Table 1. Functions of a business model.

1. Articulate the value proposition; i.e., the value created for users by the offering.

2. |dentify a market segment; i.e., the users to whom the offering is useful and for what purpose.

3. Define the structure of the value chain required by the venture to create and distribute the offering,
and determine the complementary assets needed to support the venture’ s position in this chain.

4. Specify the revenue generation mechanism (s) for the venture, and estimate the cost structure and
profit potential of producing the offering, given the value proposition and value chain structure chosen.

5. Describe the position of the venture within the value network linking suppliers and
customers, including identification of potential complementors and competitors.

6. Formulate the competitive strategy by which the innovating venture will gain and hold advantage over rivals.

Copyright © 2012 SciRes.
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At this point, downloads dropped dramaticaly, perhaps
because of the pricing structure. An additional factor was
that customers of the second version erroneoudy received
the first version due to a problem with the App Store, and
they were unwilling to pay for an application that had
been free. Moreover, when the first customers tried to
download the second version, they were informed that they
already had the latest release. Customer feedback included
some complaints, and the application dropped in ranking
on the App Store's list. However, a second App Store
bug balanced the first somewhat, since the number of
downloads as a free application followed the application
as it entered the list for paid applications. Therefore, the
application re-entered the top list, though only briefly.

After two weeks, the application had dropped from the
top but still received approximately 200 downloads daily,
peaking on weekends. At that time, it was uncertain whether
a third version would be launched since this would re-
quire competences not available internally in the existing
IT-venture. Nevertheless, the entrepreneur and the de-
veloper formalized their new business based on the mo-
bile application into a new venture in order to manage all
the transactions linked to the application.

Figure 1, based on data collected through repeated screen
shots of the list of the top 100 downloads in the iTunes
App Store, shows the application’s place. The first ob-
servation (day 1 in the figure) was made 1.5 weeks after
the application was launched, just before the venture
started to charge for the mobile service application.

4.2. Business Model Component Design at Work

The case of business modd design is conceptually eabo-
rated using Chesbrough’ s functions of a business model.

87

4.2.1. Value Chain

The new venture’s primary focus in the value chain was
on product development. The entrepreneur was a busi-
ness manager with experience from different start-ups and
from managing ventures while the developer was a self-
taught programmer/developer. However, the venture team
did not have any previous experience with mobile service
applications and innovation in that format and therefore
relied on their socid network as complementary resources
and sources of information during the innovation proc-
€ss.

The network used in the innovation process, based on
the entrepreneur’ s personal network of former colleagues
and friends, was rich and diverse in terms of competence
relevant for the business model design in the new venture.
This was especialy valuable since iPhone applications
require short innovation processes and since the team's
development had an ad-hoc character, where problems were
solved as they arose. In these circumstances, the entre-
preneur thought that it was impossible to establish “for-
mal” contacts (based on contracts and other mechanisms)
and build a new social network tailored to this type of
service. Further, the entrepreneur’s persona contacts were
based on trust and mutual exchange rather than financial
transactions. This was important since the venture team
had scarce financia resources.

4.2.2. Value Proposition

The mobile service application was developed with a
focus on the iPhone technology, the venture team’ s compe-
tences, and its desire for innovating an entertaining mo-
bile service application. At the innovation stage, no cus-
tomer interaction was conducted. Still, customer responses
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Figure 1. The mobile service application’s place on App Store'stop 100 list.
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revealed unmet customer needs. After the release of the
mobile service application, the venture team began to re-
celve written customer feedback concerning the applica
tion (in App Store reviews and e-mails), including sugges-
tions for new features and illustrations of different use
situations.

Results of the content analysis indicate that beyond
general comments, such as the application being “fun” or
“cool”, two major themes existed in the customers re-
views: the inability to save results, and the application’s
high sensitivity in utilizing the accel erometer.

The entrepreneur perceived customer feedback as very
important in refining the application, planning new re-
leases, and building trust with customers. The venture team
also responded to all e-mails from customers. However,
the venture team quickly decided to focus on innovations
that would appeal to alarge part of the target group without
requiring significant financial and human resources. Hence,
to keep technology and business complexity low, the en-
trepreneur chose to have a single product aimed at a sin-
gle target group. The choice not to develop relationships
with customers or promise them new features by request
was made for the same reason.

4.2.3. Market Segment

Instead of starting with a focus on selecting relevant cus-
tomer groups, the venture team first selected from among
different mobile service platforms (iPhone, Nokia, An-
droid). The team viewed the iPhone as a choice of a par-
ticular market window. It was not possible for the ven-
ture team to direct a mobile service application to any
one market segment through the App Store distribution
channel, which meant that the market segment had to in-
volve all iPhone customers. Next, a gap in the supply of
iPhone applications was found relative to the 3-axis ac-
celerometer technology.

Rather than pointing to specific customer segments,
the entrepreneur therefore stated that to succeed in the
market it was essential to identify opportunities within the
new technology and the market window available. Being
first or second with a new type of application was re-
garded as a crucia race since they suspected that other
entrepreneurs would soon release similar services. This
actually happened during the period of study, when a very
similar application—essentialy a copy—appeared in the
App Store. The entrepreneur assumed that this copycat
venture had the financia resources to back up its busi-
ness and the entrepreneur aready lost market shares to
the copycat.

The entrepreneur also noted the importance of making
an application visible in an overcrowded and constantly
growing market. In its first nine months of operation,
Apple reported one hillion App Store downloads and a
total availability of more than 35,000 apps [20]. There-

Copyright © 2012 SciRes.

fore, being highly ranked on the top lists in order to
achieve visibility and gain the attention of potential cus-
tomers was crucia to the venture team. The entrepreneur
aso viewed traditional word-of-mouth as an important pro-
motiond channel, and as an explanation for the applica-
tion's weekend download peaks. Moreover, six months
after the application’s launch, it emerged at the torrent-
tracker site Pirate Bay. Far from being annoyed by the
illega file sharing of the product, the entrepreneur viewed
it as afree promotional channel that would perpetuate use
of the gpplication and lead to additional paid downloads.

4.2.4. Revenue, Codt, and Profit

Estimating the cost structure and profit potential was not
a priority for the venture team. Rather, the entrepreneur
handled such issues as they appeared in the distribution
process set by Apple. The venture team did not invest
significant financial or other resources in innovation; in-
stead, it stretched its scarce financial resources and used
capital from the entrepreneur’s other IT-venture to fi-
nance the application innovation work.

Since the venture team prioritized quick visibility over
potential profit, it started by releasing the application as
freeware on the App Store. The second version of the
application was priced low in the expectation that the poten-
tia customer segment was price-sensitive. However, the
venture team was unfamiliar with the regulations con-
cerning App Store’s revenue model. Thus, the entrepre-
neur was surprised to learn that upgrades to an applica
tion are free for previous customers. This meant that they
could only charge new customers; thus, purchasers of the
first version received the second upgraded version for
free. Eventually, the entrepreneur felt that they had es-
tablished a number of customer relationships in the mar-
ket and the entrepreneur expected them to recommend
the application to their acquaintances. Such promotions
were prognosticated to generate approximately five new
downloads per day in the long term. The entrepreneur
weighed the pro and cons at the end of the current study
and stated that it would be easier initially to exploit the
application on the market with a free application, but for
achieving sustainability, the ventures costs must be cov-
ered, and thus the application must be sold. Therefore the
revenue logic of such distribution channels as the App
Store needs to be considered in the initial business model
design.

4.2.5. Value Networ k

By choosing the App Store as the platform for the ven-
ture team’ s entrepreneurial mobile service endeavours, most
of the functions in the value network become regulated.
Entrepreneurs of mobile applications associated with the
iPhone are limited to the position in the value network to
the innovation process of the service since the distribu-
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tion channel and billing system are predetermined, regu-
lated, and owned by Apple. Hence, it is impossible for
the entrepreneur to control these positions. Apple may
according to the entrepreneur be seen as a third party pro-
viding an open innovation platform (i.e. a market channel
for distribution of mobile service applications).

Based on the venture's predetermined positions in the
value network, the venture team was unable to perform
marketing activities, such as writing press releases or
providing other information related to its mobile service
application. The application distributors in the App Store
community were not even allowed to share or communi-
cate business information related to their application, such
as sales figures and its position on the top lists, with out-
siders. However, the venture team maintained ownership
of the idea and the mobile service application. Related to
this, the entrepreneur suggested that Apple should be
more active in solving the copycat problem. Even if the
individual venture has the legal right to take legal action
against copycats, the venture lacked the financia re-
sources to engage in such processes when copycats were
discovered.

Another delimiting effect of the App Store platform,
according to the entrepreneur, was the restricted opportunity
for collaboration with other entrepreneurs in the App Store.
The entrepreneur believed that by restricting collabora
tion, Apple could control developers business endeav-
ours.

4.2.6. Extending Chesbrough’s Business M odel

Two key mechanisms that were excluded from Ches-
brough’s conceptual business model functions are identi-
fied as central to the business model design in open in-
novation: contingency aspects and core resources. The con-
tingency aspects are pace of change and regulatory con-
straints. Pace of change covers technology development
and sector characteristics. The sector characteristics are
in flux. More specifically, there is no dominant standard
among mobile services, and small ventures are unaware
of revenue flows in the sector and their effect on business
performance. This was aso evident in the illustrative case.
Thus, the sector is young, evolving, rapidly changing, and
thus characterized by high business and financial risks.
Parallel to this, visibility in the market place is becoming
increasingly difficult since a rapidly growing number of
mobile service applications (in App Store and el sewhere)
compete in the market. Technology development is charac-
terized by short product development cycles and short life
cycles in the market, both of which call for swift deci-
sion-making in innovation and distribution processes.

In terms of regulatory congtraints, Apple exercises strict
control over entrepreneurs by clearly defining boundaries
for what they must and cannot do in terms of cooperation
with other entrepreneurs and being visible through ex-
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ternal communication of their product. The App Store
regulates the majority of roles, responsibilities, and ac-
tivities associated with the business aspects of mobile
service applications.

The key mechanism of contingency aspects also in-
fluences the core resources, which include human, finan-
cial and social resources. Regarding human resources, the
entrepreneur claimed that in order to develop the business
model by releasing an advanced version of the applica-
tion, front edge competence in programming, for exam-
ple, would be required, and this was outside the venture
team’s competence. This pinpoints the importance of
human resources in the business model design.

Regarding financial resources, most mobile service ap-
plications are characterized by uncertain payback, which
is why making significant investments of financial re-
sources in the business model design isrisky. In addition,
entering a venture capital due diligence process for ac-
cessing financial resources is time consuming and diffi-
cult to match with the industry’s rapid evolution. Thisis
evident in our illustrative case where the venture team
was contacted by a potential financier who saw an in-
vestment opportunity. However, because of the rapid
changes in the sector and the need for quick innovation
and decision processes, the venture team was too focused
on the business model design and was not able to re-
spond to the offer in time. To compensate for the scarce
financia resources, the entrepreneur used his social net-
works that enabled the venture team to manage without
financial resources in value creation. The entrepreneur’s
social network contributed expertise and advice instead
of financial resources. In addition, the short development
cycles in the sector made the use of existing social net-
works significant, since the venture team lacked the time
to improve its own competence. Accordingly, social re-
sources may substitute for the lack of financia and hu-
man resources. This highlights the importance of socia
resources in business model design.

5. A Model for Business Model Design at
Work

We propose a model for business model design (Figure 2)
in the open innovation context of mobile service applica-
tions and thus for those simple business models attached
to mobile platforms such as the App Store. We thereby
contribute to the earlier frameworks on business models
by incorporating the key mechanisms: contingency as-
pects and core resources into business model design. The
contingency aspects and the core resources interact with
the business model components. In designing sustainable
business models, it is essential to manage its components,
contingency aspects, core resources, and their intercon-
nections.
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Figure 2. Business model design at work.

Two contingency aspects are proposed in the model: 1)
pace of change regarding technology development and
sector characteristics; and 2) regulatory constraints. The
mobile service sector is fragmented and lacks established
structures and norms while mobile platforms such as App
Store are highly regulated. The mobile service sector is
also characterized by discontinuity in technological change,
a high degree of technical uncertainty driven by highly
complex technological systems, short product develop-
ment-to-market cycle times, and short product life cycles.
Paralld to this, the mobile platforms enable entrepreneurs to
deal with the high uncertainty and complexity and sim-
plify the business model design so that it requires less
effort from the entrepreneurs to reach their market. However,
the mobile platforms also make it difficult for entrepre-
neurs to explore their business model potential since they
must co-operate with others in the platform and visibly
market themselves through other market channels.

The number of competitors increases rapidly as ventures
identify opportunities in the market, as argued by Jones
et al. [21]. The platform enables entrepreneurs to exploit
their mobile services through a well recognized and le-
gitimate market place while the entrepreneurs’ services
risk being lost among the myriad others in the market-
place.

Human, financial and social resources are important
for designing a sustainable business model in an open inno-
vation context. Ventures with a working business model
design tend to mobilize support in their social networks
to compensate for shortcomings in human and financial
resources [22]. Accordingly, access to sociad network may
condtitute a subgtitution mechanism when there are short-
comings in human or financial resources [23]. Using so-
cia networks to compensate for financia congtraints, known
as bootstrap finance, is extensively applied in new ven-
tures [24] and thus a central part of the business model
design. Our model suggests that entrepreneurs who have

Copyright © 2012 SciRes.

experience with similar business model designs bring
relevant competence and socia relationships to business
opportunities [25]. Bringing such resources into the de-
sign of a business model significantly reduces the liabil-
ity of newness, which is especially important when the
pace of change is fast and regulatory constraints are se-
vere. Accordingly, the business model design will fast be
up and running and the risks of building in business
model flaws in the design from the very beginning di-
minish with entrepreneurs having prior experiences.

Financial constraints in a model design pinpoint the
importance of access to adeguate financial resources in
order to exploit the business model potential and become
sustainable. Cash-strapped start-up ventures in an open
innovation context may face significant difficulties since
they may be unable to respond promptly to customer
needs [26]. Such ventures are likely to be out-innovated
by financialy stronger ventures. While human, social, and
financial resources are seen to influence all components
of the business model, the relationship is reciprocal as
decisions regarding components define what type and
amount of resources will be required. Further, the con-
tingency aspects pace of change and regulatory congtraints
are considered as overarching mechanisms influencing
the composition of both business model components and
core resources in the business model design in an open
innovation context.

6. Conclusions

Our findings indicate a need for continually designing
and managing business models in the open innovation
context of the mobile service sector for reaching sustainabil-
ity. Understanding, designing, and managing business mod-
elsat work offer opportunities to thrive in these relatively
new and rapidly evolving sectors. Many researchers em-
phasize the importance of business models; however, it is
not simply meeting the challenge to put together a logic
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of business model components; a business model can be
more or less sound and coherent, it may not necessarily
and still fail to address the full business potential and
become sustainable. The subsequent chalenge is to manage
the business model design at work and incorporate the
key mechanisms. To illustrate the impact of recent trends
of open innovation in services and attached business models,
we propose a model for managing a business model de-
sign. The model extends earlier frameworks by incorpo-
rating the key mechanisms; contingency aspects and core
resources to manage the business model components in
the dynamic mobile service sector.

The findings from the study highlight the importance
for ventures in the mobile service sector to manage the
business model design at work and to incorporate core
resources and contingency aspects to support the sus-
tainability of their business models. This article’s contri-
bution to the literature on business models consists of a
mode that supports Chesbrough and Rosenbloom’s busi-
ness modd framework. An open innovation context seems
to reguire business models adapted to the mobile service
sector’'s logics of contingency aspects. Identifying the
logics in specific sectors has alowed for theoretical con-
siderations of the different types and effects of, for ex-
ample, environmental complexity [27]. The contingency
logics of mobile service applications attached to the App
Store context involves high risks of losing market shares
to copycats that have the resources to develop new re-
leases of the copied application. This indicates the im-
portance of incorporating such issues into the business
model design. Such copycat risks are significant in open
innovation contexts. Further, the business model design
attached to mobile platforms both enables launching in-
novations to a global market through a highly regulated
distribution channel that still offers flexibility in individ-
ual ventures innovations endeavours but limit opportuni-
ties to co-operate with other ventures attached to the plat-
form. The advantage of being born global via using a mo-
bile service platform, such as App Store, is minimal effort
required in the business model design regarding distribu-
tion channels when launching innovation. The findings
suggest that mobile service applications have great po-
tentials of being born global despite restricted financial
resources. The findings also indicate that social networks
may be central in compensating for shortfalls in financial
and human resources. This involves both structuring and
management of the resource stocks and flows. Managing
the logics of mobile service platforms makes a business
model design possible, and thus enables the revenue model
to fit the logic in order to ensure financia stocks and flow in
a timely manner, including gaining access to sufficient
financial resources for the business model design to be-
come sustainable.

We contribute to the service science literature by pro-

Copyright © 2012 SciRes.

posing a model to advance the management of business
model design in the mobile service sector. We provide
guidance for practitioners on management of business model
design in the mobile service sector and particularly for
those operating in an open innovation context and at-
tached to mobile service platforms.

We realize that our work has limitations. We recognize
a need for further studies in the field of management of
business model design. As such, we encourage future re-
searchers to test the model and the findings from this
study. This would help to assess the reliability and valid-
ity of the results and to extend our knowledge of business
model design at work. We encourage future researchers
to incorporate other mobile service platforms, since the
structural logics attached to specific platforms may have
different effects on the constraints of business model design
and how it can be managed.
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