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Abstract It is widely recognized that business models can
serve as important strategic tools in innovation and market
formation processes. Consequently, business models should
have a prominent position in the marketing literature.
However, marketing scholars have, so far, paid little attention
to the business model concept, perhaps because it lacks an
established definition and clear theoretical foundation. This
article offers a definition for the business model concept that,
using a fractal approach, connects business models to techno-
logical and market innovation. Furthermore, the article
questions several cornerstone strategic concepts by
reconceptualizing business model development from a firm-
centric activity that promotes owning key resources and alter-
ing sets of decision variables to one that highlights the facili-
tation of broad institutional change processes. As such, it takes
the potentially controversial position of advocating a service-
strategy-based understanding of business models for all of
marketing strategy.

Keywords Businessmodels . Institutions . Ecosystems .

Service-dominant logic . Value Cocreation

Introduction

Despite increased scholarly attention and consensus regarding
the importance of business models, the literature has yet to
arrive at a clear conceptualization of what business models
are (Chesbrough and Rosenbloom 2002; Zott et al. 2011)
and, perhaps more importantly, what business models do
(Doganova and Eyquem-Renault 2009). Somewhat surpris-
ingly, marketing researchers, with some notable exceptions,
have not participated in developing the theoretical foundation
needed to advance an understanding of business models. We
believe that this participation is important though, since, as we
show, understanding business models has important implica-
tions for marketing strategy.

Our emphasis on service strategy is partially motivated by
the appearance of a service revolution. Clearly, there is a re-
orientation toward service in individual companies, econo-
mies, and research; however, there are two ways of under-
standing this reorientation. The first is based on a traditional
perspective, which categorizes Bservices^ by contradistinction
to goods—i.e., Bwhat goods are not^ (Vargo and Lusch
2004b). Most classifications of economic activity reflect this
divide, in which processes directly involved in the production
of goods (e.g., manufacturing) are seen as primary, and all
other processes are categorized as service(s). From this per-
spective, the marketing strategy for services is usually based
on adjusting a marketing strategy for goods. That is, such
service marketing strategies are often grounded on some var-
iation of the IHIP characteristics (intangibility, heterogeneity,
inseparability of production and consumption, and
perishability; Zeithaml et al. 1985)—generally, problems
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associated with services in comparison to goods. However,
these IHIP characteristics have been called into question by
numerous scholars (see Lovelock and Gummesson 2004;
Vargo and Lusch 2004b).

The second way of seeing the service revolution is more of
a service revelation, based on a perspective that service—seen
as the use of one’s knowledge and skill to benefit (i.e., to
serve) other actors (Vargo and Lusch 2004a; Vargo and
Lusch 2008; Vargo and Lusch 2016)—is the basis of all ex-
change. This service can be provided directly or indirectly—
e.g., through a good. Service strategy, then, involves actors
developing an understanding of how they can best serve them-
selves through service to others. The representation and per-
formance of this understanding is captured in the concept of a
business model.

Specifically, we explore business models using a service
dominant (S-D) logic lens and show that it is beneficial to
view business model formation, in line with all marketing
activities, in terms of service-for-service exchange among
systemic actors. This primacy of service—the application
of knowledge and skills for the benefit of others—allows
us to break free from the notion of value-creating producers
and value-destroying consumers employed by much of the
business model literature. An S-D logic lens also emphasizes
the importance of interactive and dynamic network and sys-
tems orientations (Vargo and Lusch 2011, 2016), which
highlight the foundational role of customers and other stake-
holders in service-for-service exchange and the creation and
evaluation of value (Prahalad and Ramaswamy 2004; Vargo
and Lusch 2004a).

This service perspective has several advantages com-
pared to the one based on the goods–service divide.
Perhaps most important is that service becomes a
transcending concept, and, thus, a service strategy be-
comes a strategy applicable to all of marketing, rather
than just a subset (i.e., non-goods) of it. Using S-D logic’s
service ecosystems perspective to provide an interactive
and dynamic systems orientation (Vargo and Lusch 2016),
we make four primary contributions to the business model
and service marketing strategy literatures.

First, we highlight the importance of institutions (i.e.,
rules, norms, meanings, symbols, and similar aides to col-
laboration) in the formation of business models by show-
ing that the value-creation and resource-integration prac-
tices of systemic actors in service ecosystems are guided
by institutional arrangements (i.e., interdependent assem-
blages of institutions). The service ecosystems perspective
highlights the broad involvement of systemic actors in
business model development and overcomes the overly
firm-centric conceptualizations that dominate much of
the business model literature. Based on this perspective,
we define business models as dynamic assemblages of
institutions that, through the performative practices (i.e.,

actions, constructions) of actors, reciprocally link and
influence technological and market innovation and con-
tribute to the viability of these actors and the viability of
the service ecosystems of which they are a part.

Second, we show how, as reflected in this definition, a service
ecosystems perspective not only highlights the institutional foun-
dation of businessmodels but also points to a similar institutional
foundation of markets and technologies. This is important since
the business model literature frequently connects these three
elements without providing a robust theoretical foundation that
explains their interplay. A service ecosystems perspective, on the
other hand, offers a common theoretical foundation that eluci-
dates the performative nature of markets, technologies, and busi-
ness models. This performative nature emphasizes that the the-
ories and social structures of actors influence the enactment and
interplay of these three elements (Callon 1998a; MacKenzie
2003). That is, given its metatheoretical perspective (Vargo and
Lusch 2017), S-D logic also allows reconciliation with other
midrange theoretical frameworks, such as those used to examine
technological and market innovation, which can then all be un-
derstood through a common narrative with common constructs.
Thus, S-D logic supports and informs the fractal orientation we
adopt in this paper and informs both the business model litera-
ture and emerging work on market performativity (i.e., market
[re]formation—see, for example, Azimont and Araujo 2007;
Kjellberg and Helgesson 2006) and, consequently, firmly an-
chors research on business models in the heart of the marketing
discipline.

Third, our research suggests that idealized conceptions of
economic rationality and calculations common in the business
model literature need to be questioned. As Simon (1996) re-
veals, the rationality of individual actors’ decision making is
bounded by their cognitive abilities, limited information, and
finite time. Similarly, in the context of business model develop-
ment, Doganova and Eyquem-Renault (2009) argue for the
importance of collective action, such as replication and the for-
mation of shared understandings and sensemaking. We demon-
strate that the proposed service ecosystems perspective expands
on this prior work to aid the literature in overcoming unbounded
views of rationality in business model development.

Fourth, a service ecosystems perspective on business models
offers rich normative implications for marketing strategy.
Specifically, this perspective suggests that service marketing
strategy should be less concerned with traditional marketing
mix decisions and instead focus on fostering ongoing relation-
ships, collaboration, and narrative formation among broad sets
of actors. Consequently, we caution marketing researchers not
to leave the theorizing of business models to colleagues in man-
agement and entrepreneurship, but to actively explore the rich
strategic implications that an understanding of business models
can provide. In short, we believe that the service-oriented ap-
proach we embrace is unifying and elaborative, rather than
divisive and exclusive.
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The remainder of this paper is structured as follows. First,
we review the business model literature and argue that this
literature is moving toward embracing a systemic and institu-
tional perspective that can be aided and extended by contem-
porary marketing literature. Second, we discuss the study of
systems and institutions in marketing and related fields to
highlight how work on a service ecosystems perspective can
inform the business model literature. Third, using this per-
spective, we review the three highlighted elements—markets,
technologies, and business models—and their performative
interplay. Finally, we discuss the theoretical and practical im-
plications of this research.

Toward a systemic and institutional view of business
models

The business model concept

The business model literature is in its infancy. Only since the
proliferation of Internet-based businesses in the late 1990s has
the business model concept received substantial attention
(Zott et al. 2011). Many researchers (e.g., Coombes and
Nicholson 2013; Doganova and Eyquem-Renault 2009;
Morris et al. 2005; Zott et al. 2011) have noted misalignments
and opacity regarding the definition, conceptualization and
composition of the business model. For example, business
models have been referred to as statements, descriptions,
representations, architectures, conceptual tools or models,
structural templates, methods, frameworks, patterns, and sets
of decision variables, among other descriptions (Zott et al.
2011). Despite this disparity, some of which can be attributed
to differences in terminology rather than conceptualizations, a
review of the literature reveals a trend that highlights the need
to explore business model development through a holistic and
systemic lens (see Table 1).

Much of the early work positions business models as sets
of decision variables that allow firms to use and coordinate
their resources to create and deliver value to customers for
appropriate monetary compensation (see Table 1, Emphasis
on decision variables for dyadic relationships). Such work
is, implicitly or explicitly, often grounded in resource-based
(e.g., Barney 1991; Wernerfelt 1984), competence-based
(e.g., Prahalad and Hamel 1990) and capabilities-based
(e.g., Day 1994; Teece et al. 1997) views of firms. Such
views suggest the success of firms can be attributed to their
abilities to (a) secure valuable, rare, inimitable, non-
substitutable resources (e.g., resource-based), (b) unite tech-
nological and other skills into competencies that allow them
to respond more adeptly to opportunities (e.g., competence-
based) and to develop market-sensing and customer-linking
capabilities (e.g., capabilities-based), or (c) Bintegrate,
build, and reconfigure internal and external competencies

to address rapidly changing environments^ (e.g., dynamic
capabilities-based) (Teece et al. 1997, p. 516).

Consider, as an example, Uber and its impressive growth.
Since launching its ridesharing service in 2011, Uber has ex-
panded rapidly in the U.S. and overseas, contributing to the
transformation of personal transportation markets in many
cities. Many scholars and practitioners would probably argue
that Uber’s ability to develop and sustain a robust and inno-
vative business model is responsible for this growth. Viewed
through a traditional business model lens, Uber’s success can
be described as the outcome of a producer-driven value prop-
osition that drastically departs from and improves traditional
transportation solutions such as taxis, busses, and personal
cars. As seen from this perspective, Uber has, with the help
of partners (e.g., venture capitalists, mobile platform pro-
viders), used its resources (e.g., programing expertise, cus-
tomer knowledge) to create an attractive value proposition that
persuades customers to purchase transportation services from
independent contractors. Stated differently, Uber can be per-
ceived as creating value for customers by providing a business
model that is, according to Uber, Bbetter, faster, and cheaper^
than those of traditional taxi companies.

However, consistent with broader business literature
trends, research on business models has begun to adopt
more networked perspectives (see Table 1, Emphasis on
decision variables but in a broader context of networked
actors) that underscore the interplay among decision vari-
ables and broad sets of actors interacting directly and indi-
rectly. Viewed from a network perspective, Uber’s success
is, to a large degree, built on broad complementary institu-
tionalization and adoption processes such as shared under-
standings that transportation services are compensated by
distance traveled (e.g., taxis and trains), sharing can be more
beneficial than owning (e.g., Airbnb and Zipcar), and online
rating systems can be trusted (e.g., eBay and Amazon).
Institutionalization, in this context, can be conceptualized
as the formation of Brules, norms, meanings, symbols, prac-
tices, and similar aides to collaboration^ (Vargo and Lusch
2016, p. 6). Also, the political and legal debate over whether
ridesharing creates unfair disadvantages for taxi companies
and violates existing regulations has influenced both the de-
velopment and acceptance of business models incorporating
ridesharing practices. Some cities and countries, for example,
have legally banned ridesharing practices altogether. Thus,
whether a firm and its business model succeed or fail is always
dependent on broad sets of actors and their practices.

In line with this broader view, Timmers (1998, p. 2)
defines a business model as Ban architecture of product
and information flows, including a description of the var-
ious business actors and their roles.^ Similarly, Zott and
Amit (2010, p. 6) conceptualize a firm’s business model
as Ba system of interdependent activities that transcends
the focal firm and spans its boundaries.^ While these
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boundary-spanning and more systemic approaches often
maintain traditional views on business models as sets of
elements (i.e., decision variables) developed and altered to
maximize firm objectives, they begin to align with the
contemporary marketing literature and its focus on inter-
activity and relationships (e.g., Gummesson 2006) and its
move away from one-way flow models in which one en-
tity acts on another (Ballantyne and Varey 2006; Ulaga
and Eggert 2006).

These more systemic approaches also begin to question
unbounded views of rationality in managerial decision-
making and calculation processes. Chesbrough and
Rosenbloom (2002), for example, articulate that, in the con-
text of business model development, rational calculations
have been overstated. Based on Prahalad and Bettis’s (1986)
work on dominant logics, Chesbrough and Rosenbloom
(2002, p. 531) claim that the decision-making processes of
human actors are mediated by Bcognitive biases,^ Bprevious

Table 1 Evolution of the
business model literature Fundamental ideas Representative conceptualizations

Emphasis on decision variables for dyadic relationships

•Business models are sets of decision variables (i.e.,
value propositions, profit formulas, key resources,
key processes, key partners, key activities, customer
relationships, customer segments, cost structures,
revenue streams) altered by firms.

•Managers are perceived to have a high degree of
conscious choice and business models are mostly
described as firm-centric since firms create value
and deliver value to customers.

•BA business model is a concise representation of how
an interrelated set of decision variables in the areas
of venture strategy architecture, and economics are
addressed to create sustainable advantage in
defined markets^ (Morris et al. 2005, p. 727).

•"All new business models are variations on the
generic value chain underlying all businesses.[T]his
chain has two parts. [1.] all the activities associated
with making something: designing it, purchasing
raw materials, manufacturing, and so on. [2.] all the
activities associated with selling something: finding
and reaching customers, transacting a sale,
distributing the product or delivering the service^
(Magretta 2002, p. 88).

Emphasis on decision variables but in a broader context of networked actors

•Business models are framed as sets of decision
variables, and the interplays between these decision
variables, actors, activities, and processes are
emphasized.

•Managers are perceived to have a high degree of
conscious choice, and business models are viewed
as firm-centric but boundary-spanning to include
actors such as suppliers and users.

•Value is created and delivered by firms and their
network partners and consumed by customers.

•BBy divulging different parts of the business model to
investors, suppliers and customers, the business
model (or fractions of it) becomes sited in the
business models of others^ (Mason and Spring
2011, p. 1033).

•B[O]ther stakeholders outside a single firm become
active players in open-business models rather than
passive receivers of closed- business models^
(Coombes and Nicholson 2013, p. 662).

•^[A] business model [is] a system of interdependent
activities that transcends the focal firm and spans its
boundaries. The activity system enables the firm, in
concert with its partners, to create value and also to
appropriate a share of that value^ (Zott and Amit
2010, p. 216).

Emphasis on systems and institutions

•Business models are sets of dynamic sensemaking
tools that connect actors, technologies, and markets.

•That is, actors rely on sense making mechanisms that
enable and constrain their practices.

•Value creation requires relationships and interactions
among systemic actors and business models
transcend focal actors.

•BThe business model is a narrative and calculative
device that allows entrepreneurs to explore a market
and plays a performative role by contributing to the
construction of the techno-economic network of an
innovation^ (Doganova and Eyquem-Renault 2009,
p. 1559).

•If a business model Bsucceeds in enrolling allies, it
begins to perform the world it narrates with every
successful iteration^ (Araujo and Easton 2012, p.
316).

•"The business model is not only an input of the
encounters between the entrepreneurs and the allies
that they seek to enroll, but also an output thereof.^
(Doganova and Eyquem-Renault 2009, p. 1566).
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experiences,^ and Bpath-dependencies.^ Similarly, Doganova
and Eyquem-Renault (2009) argue for the importance of col-
lective action, such as replication and the formation of shared
understandings (i.e., Binstitutional work^; Lawrence and
Suddaby 2006), in the development and legitimization of
business models. Thus, recent developments in business mod-
el thought acknowledge that all economic activities are em-
bedded in broader social contexts and that individual actors,
due to limits on their cognitive abilities, rely on value assump-
tions, cognitive frames, rules, and routines (i.e., institutions) to
function in complex environments (Simon 1996).

Doganova and Eyquem-Renault’s (2009) conceptualization
of business models, for example, goes further than most
networked perspectives (see Table 1, Emphasis on systems
and institutions). Drawing on economic sociology and science
and technology studies, these authors articulate the systemic
and institutional nature of business models by arguing that busi-
ness models enable collective actors to form shared understand-
ings. Specifically, Doganova and Eyquem-Renault define busi-
ness models as narrative and calculative devices that enable the
encounters of systemic market actors. Thus, this work not only
points to the need to acknowledge broader actor participation in
business model development but also questions perceptions of
overly rational calculations and unbounded rationality.

This systemic conceptualization, which we subsequently
address in greater detail, aligns with Zott et al.’s (2011) obser-
vation that research is beginning to, and needs to, look at
business models using holistic and systemic approaches.
While marketing scholars, with some notable exceptions
(e.g., Araujo and Easton 2012; Gummesson et al. 2010;
Storbacka et al. 2013), have thus far contributed relatively
little to the scholarly inquiry into the business model concept,
the intersection of contemporarymarketing and businessmod-
el research can, arguably, as we detail below, inform the busi-
ness model and marketing strategy literature by providing a
robust systemic and institutional foundation. Such a founda-
tion not only overcomes firm-centric views, but also advances
the marketing literature by providing insights into the role of
business models in performative, market-formation processes.
To assist the reader, the Appendix provides the definitions of
the key concepts used as building blocks to arrive at this sys-
temic and institutional foundation.

Systemic and institutional thought in marketing and other
disciplines

The study of systems and institutions has a long tradition in
marketing (e.g., Alderson 1957; Duddy and Revzan 1953;
Hunt 1981). Alderson’s (1957) functionalism, for example,
and early work on the Binstitutional school^ (Weld 1916) de-
scribe the need for holistic approaches to marketing systems
which consider the roles, functions, and interactions of
marketing actors. Likewise, Revzan (1968) and Arndt

(1981) argue that an institutional approach is a mandatory
requirement for deeper analyses of relational mechanisms of
marketing systems. However, despite this early recognition,
the study of systems and institutions in marketing has not yet
reached a high degree of prevalence.

Recent work, however, is revitalizing the recognition that
systemic and institutional thought needs to be foundational to
the discipline and therefore, arguably, also to the study of
business models. As we will elaborate, research on markets,
for example, has begun to overcome the shortcomings of early
neoclassical-based market conceptualizations by describing
their formation as institutional (e.g., Humphreys 2010), sys-
temic (e.g., Giesler 2008), and discursive processes (Rosa
et al. 1999), or as performative practices (Kjellberg and
Helgesson 2006, 2007). Similarly, Vargo and Lusch (2016)
argue that only an institutional and systemic perspective can
capture the holistic and dynamic nature of value creation and
provide a more comprehensive view of the involved actors.

Much of this recent work on institutions and social systems
is informed by, and draws from, research from the economic,
organizational, and sociological literatures. The new institu-
tional economics movement, for example, aims to address the
question of how and why institutions emerge. Based on the
seminal work of Coase (1937), both Williamson (1981, 1988)
and North (1990) argue for the importance of customs, tradi-
tions, and norms in the formation of markets and firms. The
sociology and organizational literatures, on the other hand,
have been instrumental in addressing the tension between
agency (i.e., conscious choice) and structure (i.e., normative
forces that constrain the actions of individuals in social
systems).

Sociological work on practice theory, for example, such as
Giddens (1984) structuration theory and Bourdieu’s (1977)
habitus, has helped overcome both overly static and rational
views of institutions by recognizing their enabling and
constraining properties. Specifically, such work begins to ex-
plain how institutions influence and are influenced by the
behavior of actors, or how actors engage in translations (i.e.,
the travel of an idea or practice), interpretations, and modifi-
cations of institutional arrangements (Lawrence and Suddaby
2006). Furthermore, both the organizational and the sociolog-
ical literatures describe institutional views on markets.
Fligstein (1996), for example, argues that a more political
model of markets is necessary to account for the social con-
struction of the institutions that are foundational to their for-
mation. Likewise, Scott (1987) and Zucker (1987) highlight
that market formation processes are institutional in nature, and
Callon (1998a), in his work on actor-network theory, points to
the performative nature of markets in which the theories and
social structures of actors influence the enactment of markets.

Thus, while mainstream marketing has, arguably, been
slower to adopt a systemic and institutional view on value
creation and market formation than other disciplines, the need
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for such a view is commonly articulated. Hunt and Morgan’s
(1996) resource-advantage theory, for example, calls for ex-
ploration of sets of actors, institutions, and dynamic change.
Layton’s (2007) work on marketing systems in the
macromarketing literature and a systems approach promoted
by stakeholder marketing to capture broader participation in
value creation processes and exchange relationships
(Hillebrand et al. 2015; Hult et al. 2011) also both echo the
importance of broader, more systemic, perspectives.
Furthermore, Webster and Lusch (2013, p. 389) encourage
the marketing discipline to go Bbeyond individual customer
satisfaction and short-term financial performance to encom-
pass the total value creation system.^ Such perspectives sug-
gest that a firm’s success is not solely attributable to its ability
to acquire resources, develop competencies or capabilities, or
reconfigure competencies in changing environments but rath-
er to the formation of broader value cocreation practices that
connect systemic actors and their resources and that provide
the context for the integration of such resources.

A service ecosystems perspective for the study
of business models

Recent marketing literature highlights not only the importance
of systemic and institutional perspectives but also their con-
vergence. The concept of the service ecosystem, for example,
which Vargo and Lusch (2016, p. 10-11) define as Ba relative-
ly self-contained, self-adjusting system of resource-
integrating actors connected by shared institutional arrange-
ments and mutual value creation through service exchange,^
demonstrates the systemic and institutional nature of value
cocreation and resource integration. That is, by highlighting
the primacy of service-for-service exchange in all marketing
activities, an S-D logic–informed, service ecosystems view
shifts the focus from the (firm-centric) production of outputs
to activities and processes in which Ball economic and social
actors are resource integrators^ who participate in service ex-
change. Stated differently, actors are active participants in
value-creation processes since they integrate physical activi-
ties, mental effort, and socio-psychological experiences (Xie
et al. 2008). In this view, value is cocreated Bthrough holistic,
meaning-laden experiences in nested and overlapping service
ecosystems, governed and evaluated through their institution-
al arrangements^ (Vargo and Lusch 2016, p. 6; see Fig. 1).

In the context of dynamic marketing systems, Gummesson
(2011) argues for replacing labels such as buyers and sellers
and, instead, refers solely to actors interacting with other ac-
tors (A2A). Similarly, adopting this A2A view, the S-D logic
literature points to the fact that all social and economic actors
(e.g., firms, customers) engaged in exchange are fundamen-
tally doing the same thing. That is, they integrate resources
from various sources, reciprocally exchange service to

cocreate value, and participate in the dynamic cocreation of
the institutions that enable and constrain these value creation
practices. While many networked views on business models
recognize the importance of resource integration (e.g., key
resources, processes, knowledge of innovation partners) and
exchange (e.g., customer relationships, customer segments,
cost structures, and revenue streams), these views often over-
emphasize the role of the focal firm and overlook the systemic
participation of actors in the dynamic cocreation of institutions
that enable and constrain value creation practices.

Below, we show that a service ecosystems (i.e., institution-
al, systemic, and A2A) perspective can provide a strong the-
oretical foundation for the study of business models that both
supports the emerging themes in the business model literature
(see Table 1) and converges with broader trends in business
research (see Table 2).

To develop a systemic and institutional theoretical foun-
dation of the business model concept, we first briefly re-
view three elements—business models, markets, and tech-
nologies—that the literature frequently connects. Business
models have been described as mechanisms that connect
technologies and customers (i.e., markets), or as mecha-
nisms that convert technologies into market outcomes
(Zott et al. 2011). The emergence of the digital economy,
for example, often highlights the interplay of these three
elements as technology managers need to Bfind the right
business model, or the right ‘architecture of the revenue’
Bto turn their technological innovations into successful
new markets^ (Chesbrough and Rosenbloom 2002: 530).
Similarly, Abernathy and Clark (1985) argue that innova-
tion processes in general possess both a technological and
a market component. Likewise, Vargo et al. (2015) argue
that, by using an institutional perspective, these technolog-
ical and market components can be linked. Thus, we first
provide a service ecosystems perspective of these three
elements before we explicate their interplay and performa-
tive nature through an institutional narrative.

An institutional and systemic foundation for business
models, markets, and technologies

Business models Amit and Zott (2001, p. 511) articulate
that business models can be conceptualized as Bthe con-
tent, structure, and governance of transactions designed
so as to create value.^ Similarly, Storbacka and Nenonen
(2011) highlight that business models guide the interaction
of actors with other actors and resources. More broadly,
Doganova and Eyquem-Renault (2009) argue that business
models enable collective actors to form shared understand-
ings, while Chesbrough and Rosenbloom (2002) argue that
heuristic rules, norms, and beliefs (i.e., institutions) guide
the actions of actors and, therefore, the development of
business models. Thus, recent work on business models
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supports the need for an institutional perspective, such as
that of the service ecosystem, that highlights how human
actors are guided by value assumptions, cognitive frames,
rules and routines and the ways that Bthe rational individ-
ual is, and must be, an organized and institutionalized
individual^ (Simon 1945/1997: 111).

As stated, Vargo and Lusch (2011) posit that, in the process
of cocreating value, all social and economic actors fundamen-
tally do the same thing: they integrate resources and engage in
service exchange. That is, viewed from a service ecosystems
perspective, all actors, whether they are individuals, firms or
other stakeholders, engage in the process of benefiting their
own existence and the existence of other actors through
service-for-service exchange. This process is not a unidirectional

process limited to Bproducer^ and Bconsumer^ dyads. Instead,
this process comprises the value-cocreation practices that are
continually enacted through the activities of broader sets of so-
cial and economic actors.

Similarly, the use of business models cannot be unique to
Bproducers^ as all economic and social actors continually use
business models in their enactment of resource integration and
market practices. This is because, as stated, business models
are institutional arrangements that Bdefine the resources that
an individual market actor possesses and the ways that the
market actor can interact with other actors—and their
resources^ (Storbacka and Nenonen 2011, p. 247). The fact
that all actors continually use business models in their enact-
ment of resource integration practices is often overlooked.

Actors
Involved in

Resource Integration
and

Service 
Exchange

Enabled & Constrained 
by

Endogenously generated

Institutions & 
Institutional 

Arrangements

Establishing nested & 
overlapping

Service ecosystems
of

Business 
Models

Technologies 
(useful 

knowledge)
Value 

Cocreation 

Market
Practices

Fig. 1 The performative nature
of markets, technologies and
business models: a fractal, service
ecosystems perspective (adapted
from Vargo and Lusch 2016)

Table 2 Trends in the business
literature Trends Examples for supporting literature

Emphasis on resources, competences,
and (dynamic) capabilities

Barney (1991), Constantin and Lusch (1994). Day (1994), Hunt
(2000), Penrose (1959), Prahalad and Hamel (1990), Teece et al.
(1997), Wernerfelt (1984)

Emphasis on relationships, networks,
and A2A interactions

Arndt (1979), Gummesson (1995, 2006), Hakansson and Snehota
(1995), Sheth and Parvatiyar (1995), Snehota (1993), Vargo and
Lusch (2011)

Emphasis on systems and institutions Alderson (1957), Arndt (1981), Bourdieu (1977), Giddens (1984),
Hillebrand et al. (2015), Hult et al. (2011), Humphreys (2010),
Layton (2007), North (1990), Revzan (1968), Vargo and Lusch
(2016), Webster and Lusch (2013), Williamson (1998)
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This may, at least partially, be because the business models of
firms and entrepreneurs are often more salient due to the fact
that they are commonly documented, communicated, and
scrutinized. Entrepreneurs, for example, regularly communi-
cate their business models to other actors (e.g., potential in-
vestors) who scrutinize their viability.

To return to the illustrative example explored earlier,
Uber has a clearly documented business model (e.g.,
payment terms, rules of conduct, and conflict resolution
policies) that describes how the involved actors (e.g.,
drivers, riders, Uber) interact with each other and how
their resources (e.g., driving skills, cars, payments, pro-
graming and operations expertise) are exchanged and
integrated. Nevertheless, Uber riders are also guided
by business models. As Scott (2008) explains, institu-
tions span a broad spectrum of awareness, codification,
and enforceability. This spectrum comprises enforceable
rules, as well as norms, and cultural frames, since they
all belong into the institutional realm as they enable and
constrain practices by defining legal, moral, and cultural
boundaries (Scott 2008). Thus, the fact that most Uber
users do not have documented business models does not
mean that they lack these models.

Decision heuristics of Uber users, for example, fall as
much into the institutional realm as do documented rules.
The business models of Uber users also define the re-
sources that other market actors possess (e.g., perceptions
of cars and driving skills of Uber drivers, busses and
trains and the skills of their professional personnel) and
the ways that the market actor can interact with these
actors (e.g., using an app to call a ride or go to a bus
station at a scheduled time). Hence, the legitimacy, de-
sirability, and change of Uber’s ridesharing solution is
not only influenced by the resource offerings from
Uber, but also by the institutional arrangements of Uber
riders, their resource integration practices, and their con-
texts. As stated, business models are actor-centric, rather
than firm-centric, since all actors possess bounded ratio-
nalities and, therefore, rely on institutional arrangements
to interpret resources and guide integrative practices.
Based on this actor-centric and institutional perspective,
we define business models as dynamic assemblages of
institutions that, through the performative practices (i.e.,
actions, constructions) of actors, reciprocally link and
influence technological and market innovation and con-
tribute to the viability of these actors and the viability of
the service ecosystems of which they are a part. For the
actor typically identified as the Bfirm,^ these contribu-
tions are usually captured in terms of profit, co-produc-
tion, positive word of mouth, etc. However, we state this
definition in more general terms because, as we have
shown, all economic actors, including those usually re-
ferred to as Bcustomers,^ rely on business models.

As captured by this definition, a service ecosystems
perspective highlights that business models are the as-
semblages of institutions that shape an actor’s percep-
tions of problems and solutions and their linkages since
business models provide a collaborative framework for
the interaction and evaluation of resources among sys-
temic actors (i.e., solutions) as well as perceptions of
what problems need to be solved. Furthermore, defining
business models in the context of innovation points to
ongoing alignment processes through which institutional
arrangements across actors are reconciled. This reconcil-
iation occurs because problem perceptions result from
nested institutional inconsistencies and contradictions
(i.e., inconsistencies and contradictions across individu-
al, organizational, and societal institutional levels); these
are inconsistencies and contradictions that are part of
even mature and seemingly homogenous service ecosys-
tems (Greenwood and Suddaby 2006). These inconsis-
tencies and contradictions Bare areas of opportunity that
can be exploited by individuals and organizations in
identifying and solving problems and garnering support
through new combinations of existing symbols and
practices^ (see also Siltaloppi et al. 2016; Thornton
et al. 2012, p. 62).

The increasing availability of online and application-
based service provisions, for example, has shaped the per-
ceptions of many actors and has made whistling or waving
at taxis seem outdated. Furthermore, an always-connected
communication network (i.e., the Internet) has changed ac-
tors’ perceptions of appropriate response times for services
such as those for taxis. Indeed, just a few years ago, many
perceived it to be more than appropriate to make a phone
call to a taxi company and wait twenty or more minutes for
an ordered ride, a wait time that many modern-day actors
would deem unacceptable. While many institutions, by def-
inition, become broadly shared, it is important to point out
that business models are generally unique to each actor.
Actors can apply their institutions across a wide range of
circumstances and contexts, preventing institutions and in-
stitutional contradictions from ever becoming completely
homogeneous (Sewell 1992).

Markets As a whole, the marketing discipline has devoted
little attention not just to investigating business models but
also to exploring one of its most fundamental concepts—mar-
kets (Mele et al. 2014; Vargo et al. 2015; Venkatesh et al.
2006). As Johanson and Vahlne (2011, p. 484) assert, Bin
marketing, market conceptualizations are almost absent,^
and neo-classical economic thought on markets still domi-
nates the field. However, recent work is beginning to paymore
attention to markets and to highlight their dynamic and sys-
temic natures. Such work argues that markets are, contrary to
neoclassical economic thought, neither pre-existing nor static,
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a priori realities (Mele et al. 2014). Rather, markets are con-
tinually Bperformed^ through the action and interaction (i.e.,
practices) of systemic actors mediated by institutions (e.g.
Kjellberg and Helgesson 2007; cf. Latour 1987; Vargo and
Lusch 2016).

Recognizing the variety and variability of markets, Bbe
they physical or virtual, embryonic, or developed^ (Mele
et al. 2014, p. 114), this emerging literature has begun to
describe the formation of markets as social (Giesler 2012;
Humphreys 2010; Martin and Schouten 2014), socio-
material (Nenonen et al. 2014), political (Fligstein 1996),
and discursive processes (Rosa et al. 1999). Humphreys
(2010) and Kates’ (2004) work, for example, explicates the
role of legitimization in institutional change on market crea-
tion. Rosa et al. (1999, p. 68), on the other hand, suggest that
markets are created and stabilized by means of market stories,
which Bare critical sensemaking tools among participants in
social systems.^ Similarly, Venkatesh et al. (2006) describe
markets as sign systems. Hence, the contemporary marketing
literature, while using various theoretical foundations, is be-
ginning to address the foundational role of institutions and
institutional change in the (re)formation of markets.

Somewhat more explicitly, Kjellberg and Helgesson (2006,
2007) viewmarkets as being continually Bperformed^ through
the enactment of interlinked sets of exchange, normalizing
and representational practices of systemic actors. Thus, the
literature is beginning to converge on an institutional view in
which markets can be described as Binstitutional solutions^ of
service-for-service exchanging actors (Lusch and Vargo
2014). This institutional view of markets implies not only that
markets are continually (re)formed through the activities of
social and economic actors, but also that multiple versions
of markets may co-exist and that these co-existing markets,
at least partly, need to be reconciled (Azimont and Araujo
2007). Our ridesharing example makes this social construc-
tion of markets and their co-existing perceptions salient. Uber,
as stated, has expanded quickly and has now enabled more
than 1 billion rides. However, many actors still view the
ridesharing market as illegitimate, unregulated, unsafe, and
unprofessional.

Technologies The business model literature broadly acknowl-
edges the role of technology in the formation of business
models and markets. The term Btechnology,^ however, as
Pinch (2008) points out, is elusive and problematic since it
has taken on various disparate and often limiting meanings
(e.g., in regards to material constraints). Therefore, unpacking
this commonly used term further and providing a clear con-
ceptualization are critical.

Highlighting the importance of practices (i.e., routinized ac-
tivities) in technological developments, Arthur (2009, p. 28)
describes technological advancement as the (re)combination
of useful knowledge and defines Btechnology as an assemblage

of practices and components that are means to fulfill human
purposes.^ Traditionally, technology has often been viewed as
physical devices, but Arthur’s definition shows that devices
and processes do not have to be classified as disparate catego-
ries, but, instead, that the term Btechnology^ is applicable to a
wide class of phenomena which spans both Bsoftware^ (i.e.,
processes or methods) and Bhardware^ (i.e., physical devices).
Arthur, for example, classifies contracts and legal systems as
technologies. The ridesharing example supports and corrobo-
rates this broad classification. Downloadable phone applica-
tions, by definition, need both software and hardware to func-
tion. Software, in this context, includes rating procedures, driv-
ing skills and rules, and payment processes in addition to com-
puter programs and algorithms. The hardware side of car shar-
ing technology, on the other hand, includes smart phones, a
cellular data infrastructure, and cars.

Other definitions of technology avoid the distinction be-
tween physical components and processes altogether. Hughes
(1989, p. 6), for example, defines technology as Bthe effort to
organize the world for problem solving so that goods and ser-
vices can be invented, developed, produced and used,^ and
Mokyr (2004), even more broadly, describes technology as
Buseful knowledge.^ These definitions point to the similarities
in concepts such as knowledge, competences and capabilities
which, according to Hunt (2000, p. 188), Bmay be equated and
defined as socially complex, interconnected combinations of
tangible resources^ and Bintangible basic resources…that fit
together in a synergistic manner.^ Thus, while the business
model literature uses various terminologies and conceptualiza-
tions of resources, technologies, and capabilities, many of these
terms are similar or even interchangeable.

Furthermore, Hunt’s (2000) work points to the socially
complex nature of technologies and resources. Work on the
social construction of technology (SCOT), for example, high-
lights that social groups play an important role not only in the
construction of technology (Pinch and Bijker 1984) but also,
more broadly, in the construction of value perceptions. In oth-
er words, this view rejects the notion that technologies possess
inherent functional and economic advantages and points to the
importance of institutional arrangements that enable actors to
make sense of technologies (Hargadon and Douglas 2001;
Munir and Phillips 2005). Akaka and Vargo (2013), for exam-
ple, provide a framework that shows how technology, in ser-
vice ecosystems, both influences and is influenced by various
institutions. These institutional thoughts on technologies are
compatible with a concept that has become known as
Binterpretive flexibility^ (Pinch and Bijker 1984), which de-
scribes how different actors, based on their existing rules,
norms and beliefs, can construct radically different meanings
of technologies. This Binterpretive flexibility^ highlights the
role of institutions in the interpretation, evaluation and use
(i.e., integration) of technologies (Nelson and Nelson 2002;
Pinch 2008; Vargo et al. 2015).
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That is, contrary to Chesbrough and Rosenbloom’s (2002)
claim, technologies do not possess Blatent value^ that can be
unlocked through the use of business models. Rather, value
perceptions of technologies are shaped through institutional
processes and the integration practices with other resources.
These institutional processes are ongoing processes that en-
able and constrain the emergence, stabilization and destruc-
tion of predominant meanings and uses (Pinch and Bijker
1984). Thus, consistent with the highlighted importance of
institutions in market (re)formation, technological develop-
ments always need to be viewed through an institutional lens.
In the case of Uber, for example, a rating system was imple-
mented that enables riders to see and rate specific drivers in
their mobile application. The ease with which this rating sys-
temwas implemented was enabled by the previous institution-
alization of similar rating systems in other online solutions,
such as the rating of sellers on eBay. However, while this
rating system has alleviated the safety concerns of many
Uber riders, other actors still, consistent with the imperfectly
aligned nature of institutions, question its effectiveness and
the safety of ridesharing altogether.

The performative interplay of markets, technologies,
and business models

We argue that business models, markets, and technologies all
share an institutional foundation (see Appendix for
definitions). While this shared institutional foundation pro-
vides a robust theoretical foundation to explain the interplay
among these three concepts, at the same time, it can lead to
some fuzziness in their distinctions. For example, we describe
both the formation of business models and markets as ongoing
institutionalization processes shaping perceptions of problems
and solutions. What distinguishes the two concepts is the de-
gree of their objectification. Objectification describes the gen-
eralized acceptance of a solution (Tolbert and Zucker 1996).
In contrast to a business model, for example, a market requires
broader institutional alignments in which solutions become
increasingly independent of specific actors. Many markets in
the sharing economy, for example, share institutions across
solutions and sets of actors (e.g., Uber, Lyft, Airbnb,
CouchSurfing, and others). A single actor, on the other hand,
can propose a business model. To sharpen the distinctions
among technologies, business models, and markets, we high-
light their differences in Table 3.

Arguably, institutional change is the central issue for the
study of technologies, business models, and markets because
it explicates not only Bhow institutions influence actors’ be-
havior but also how these actors might, in turn, influence, and
possibly change institutions^ (Battilana et al. 2009, p. 66).
Specifically, a service ecosystems perspective points to the
performative nature of markets, technologies, and business
models. Doganova and Eyquem-Renault (2009), for example,

claim that actors always define business models with refer-
ence to existing ones. That is, existing business models form
institutional repertoires upon which actors draw. Similarly,
Kjellberg and Helgesson’s (2007) work emphasizes that mar-
kets do not emerge and evolve purely based on calculated and
conscious choices of human actors but instead are influenced
by translation processes from existing market practices and,
thus, possess traces of path dependencies. Lastly, Arthur
(2009) articulates how changes in technology occur through
Bcombinatorial evolution^: BNew elements (technologies) are
constructed from ones that already exist, and these offer them-
selves as possible building-block elements for the construc-
tion of still further elements^ (Arthur 2009, p. 167). Using the
example of a jet engine, Arthur explains that such an engine
could not have been brought into being without previous
knowledge of compressors, gas turbines, precision machine
tools and the refining of fuels. That is, all technologies, in a
performative manner, are birthed from combinations of previ-
ous technologies.

However, performativity is not limited to translations with-
in these concepts—business models, markets, and technolo-
gies—but also includes translations between and among them.
Doganova and Eyquem-Renault (2009, p. 1568), for example,
point to the performative nature of business models since
business models Bsupport a shared understanding among var-
ious participants^ by providing scale models that aim Bat dem-
onstrating [their] feasibility and worth to the partners whose
enrolment is needed.^ If a business model Bsucceeds in en-
rolling allies [i.e., achieves legitimacy], it begins to perform
the world it narrates with every successful iteration^ (Araujo
and Easton 2012, p. 316). That is, business models can have a
performative effect on markets as exemplified by the wide-
spread adoption and taken-for-grantedness of rating systems
across various context and markets (e.g., online commerce).
Similarly, technologies such as online payment methods, en-
cryption protocols, and credit card fraud protection programs,
for example, have enabled not only the ridesharing business
model but also, in turn, the shared acceptance of this business
model or, stated differently, the institutionalization of the
ridesharing market. Markets, likewise, also have performative
effects on business models and technologies. The highly in-
stitutionalized taxi market, for example, continues to shape the
perceptions of many actors that ridesharing is an unprofes-
sional and unsafe practice.

As others have argued (e.g., Chandler and Vargo 2011;
Mele et al. 2014), these institutional and performative change
processes can only be understood by employing a perspective
in which institutions are viewed from multiple levels of ag-
gregation, such as relative perspectives of micro-level institu-
tions of individuals, groups, and organizations; meso-level
institutions such as those associated with professions or indus-
tries; and macro-level societal institutions (Thornton et al.
2012; Lawrence and Suddaby 2006). Indeed, as Vargo and
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Lusch (2016, p. 18) and others have articulated, Bvalue crea-
tion can only be fully understood in terms of integrated re-
sources applied for another actor’s benefit (service) within a
context (e.g., Akaka and Vargo 2013; Chandler and Vargo
2011; Edvardsson et al. 2011).^

Institutional inconsistencies and contradictions propel
the ongoing emergence of new business models. It is im-
portant to reiterate, however, consistent with their nested
and overlapping nature, that business models are always
imperfectly aligned. Thus, many proposed business
models are rejected—or, stated in institutional terms, fail
to find institutional alignment. That is, the prescribed ac-
tions of these business models are not perceived to be
Bdesirable, proper, or appropriate within some socially
constructed system of norms, values, beliefs, and
definitions^ (Suchman 1995, p. 574). New markets do
not form (i.e., market innovation does not occur) when
actors (e.g., firms) or groups of actors (e.g., innovation
networks) introduce new technologies or new business
models but, instead, when new practices (i.e., solutions)
become institutionalized (Vargo et al. 2015).

Thus, the occurrence of new markets (i.e., the formation
and institutionalization of novel market practices) needs to be
conceptualized as a systemic process in which multiple actors,
all guided by business models, engage in Bongoing negotia-
tions, experimentation, competition, and learning^ (Zietsma
and McKnight 2009, p. 145) until these actors arrive at shared
but always imperfectly aligned conceptions of problems and
solutions. These conceptions of problems and solutions, as
discussed, comprise perceptions of useful knowledge (i.e.,
technologies), business models, and interrelated and overlap-
ping market practices.

While the traditional business model literature often fo-
cuses on the managerial creation and replication of best
practices of firms, a systemic and institutional approach
shifts the study of business models to the investigation of
how institutions are (re)formed. That is, a service ecosys-
tems approach shifts the focus to how institutional change
occurs since, as described, institutional processes are foun-
dational to technologies, markets, and business models (see
Fig. 1). Specifically, it is through an iterative and dynamic

process involving a broad range of actors (i.e., firms, cus-
tomers, other stakeholders, etc.) that institutionalization—the
maintenance, disruption and change of rules, norms, mean-
ings, symbols—enables and constrains resource integration
and value cocreation practices.

This view of institutional development, termed institution-
al work, expands the analysis beyond the creation of new
institutions (Lawrence et al. 2009) by highlighting the influ-
ence of a broad range of actors on both maintaining and
disrupting existing institutions. Lawrence and Suddaby
(2006) emphasize that institutional work is concerned not only
with transformative action, but also with repairing and
concealing tensions and conflicts within and across institu-
tions. Callon (1998b), for example, argues that human actors
need a degree of institutional stability (i.e., institutional main-
tenance) to function, highlighting the importance of path de-
pendence and lock-in in institutional change processes.
Similarly, the creative destruction of existing solutions (i.e.,
institutional disruption) is a necessary part of institutional
change processes and business model developments (cf.
Schumpeter 1942).

Zietsma and McKnight (2009) propose a framework in
which systemic actors engage in the three activities of
institutional work at the same time and over substantial
time periods. An Uber driver, for example, not only par-
ticipates in institutional change by engaging in emerging
ridesharing practices but also, at the same time, maintains
institutions such as determining monetary compensation
by distance traveled. Simultaneously, the Uber driver
might, by providing a cleaner and more comfortable car,
disrupt the practice of using taxis for personal transporta-
tion. Thus, in line with an S-D logic view, Zietsma and
McKnight conceptualize institutional work as cocreated, a
recursive process in which multiple actors cocreate insti-
tutions iteratively, by competing and collaborating, until
shared meanings and uses of technologies, business
models and market practices form. Therefore, this view
overcomes conceptions that firms singlehandedly create
business models and highlights systemic processes, which
resolve over time into shared, but always imperfect, con-
ceptions of problems and solutions.

Table 3 Distinctions among technologies, business models, and markets

Distinction between technologies
and business models

Distinction between business models
and markets

Distinction between technologies and markets

Business models are dynamic assemblages of
institutions that not only shape the perceptions
of useful knowledge (i.e., technologies) and
other resources, but also the relationships with
other actors through which these resources are
integrated.

Business models are formulized solutions in
response to a specific problem. Market
formation requires the routinized adoption of
such solutions in a given population, as well as
the historical continuity of solutions.

Useful knowledge (i.e., technology) is the
primary element in routinized, economic
service-for-service exchange (i.e., markets).
However, useful knowledge does not neces-
sarily have to be exchanged through markets
(e.g., the proprietary production process of a
company).
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Further discussion and implications

As noted, the term Bbusiness model^ has become somewhat
of a buzzword, and the literature is beginning to converge on a
more holistic conceptualization of the concept. We have
shown that a systemic, institutional, actor-to-actor perspective,
such as the service ecosystems perspective, can inform and
facilitate this convergence. This perspective explicates what
business models are and what they do. Furthermore, it points
to an A2A view that overcomes narrow, firm-centric views in
which business model development is described as a firm-
driven process that concludes with the creation of appealing
value propositions. Many normative recommendations on
business model development, however, have yet to embrace
a systemic view. Chesbrough and Rosenbloom (2002, p. 534),
for example, articulate still commonly perscribed business
model development steps, stating that business model devel-
opment processes Bbegin with articulating a value proposition
in the new technology. This requires a preliminary definition
of what the product offering will be and in what form the
customer may use it. The business model must then specify
a group of customers or a market segment to whom the prop-
osition will be appealing and from whom resources will be
received.^

The broader innovation literature, on the other hand, has
made significant progress in prescribing more systemic ways
to engage in change processes in complex and dynamic eco-
systems and markets. Freeman (1991), for example, argues for
broadening the scope of innovation beyond internal firm ac-
tivities by recognizing the importance of Bexternal sources of
scientific and technical information and advice^ from which
firms need to draw. Similarly, von Hippel (2005) argues that
innovation research needs to broaden its unit of analysis to
explicitly incorporate broader actor categories, while Geels
(2004, p. 915) claims that only an institutional perspective
on innovation can provide Ba dynamic sociological
conceptualization^ for the use of technologies. Thus, the in-
novation literature further aids the convergence on more sys-
temic business model thought by emphasizing the need to not
only rethink the normative tools that are used for business
model development, but also many other traditional marketing
management decisions. As we subsequently discuss, the intro-
duction of Tesla cars can provide an exemplar for the strategic
implications that a service ecosystems approach can provide.

Tesla Motors was not the first company to introduce electric
vehicles. In fact, actors were building electric cars for human
transportation as early as the 1880s. Since the first electric cars
were introduced such a long time ago, why is it that a mean-
ingful electric car market has only recently formed? A firm-
centric view on business models would probably suggest that
early electric car companies did not meet the needs of enough
customers. A deeper look into Tesla’s success to date, however,
reveals that this success was not based on meeting explicit or

latent customer needs but rather on systemic institutional align-
ment processes.

The energy crises in the 1970s and 1980s, for example,
fostered increased interest in electric and alternative energy
automobiles. However, neither the technologies nor the insti-
tutional arrangements were in place to support meaningful
electric car business models. Nevertheless, these crises result-
ed in institutional frictions in the practices of using fossil fuel–
powered cars and trucks and highlighted the need for energy
independence, lower energy costs, and more environmentally
friendly personal transportation options. These frictions, argu-
ably, provided the impetus for the development of mass-
produced hybrid vehicles that can be seen as an important
stepping-stone in the institutionalization of electric automo-
biles. These hybrid vehicles maintained most of the institu-
tions pertaining to fossil fuel powered vehicles, such as using
gasoline as the principal source of energy and perceptions of
acceptable driving ranges. The introduction of these vehicles
helped to institutionalize favorable perceptions of electric
drive trains, energymanagement systems, and battery technol-
ogies. That is, viewed through an institutional lens, hybrid cars
were an important upstream innovation for the electric car
business model in general and for Tesla cars in particular.

Thus, while Tesla cars may be masterfully designed and
produced, the development of Tesla Motors’ business model,
and electric car businessmodels more generally, has been based
on much broader cocreated and systemic processes. The first
Tesla, for example, was built on a chassis of the Lotus Elise and
not only maintained many of the aesthetic as well as functional
designs of the already institutionalized sports car market, but it
also relied on co-innovation in the broader service ecosystem
and its actors (i.e., Lotus, hybrid car and battery manufacturers,
suppliers of electric drive trains). In other words, the first Tesla,
in a performative manner, was birthed through the combination
of previous technologies. Furthermore, the Tesla business mod-
el also maintained broader institutional developments that had
established cars as status symbols that highlight the social and
economic standing of their drivers.

Institutional arrangements also influenced what driving
ranges (or battery capacities) were deemed acceptable.
Based on these (and other) existing institutional arrangements
(e.g., business models of drivers that guide the integration of
cars and fuel), Tesla Motors recognized the need to build not
only cars but also a supercharger ecosystem that closely re-
sembled the already institutionalized network of gas stations.
In other words, frictions within the institutional arrangements
between traditional and electric car business models aided the
development of complementary innovations.

These institutional developments were not limited to Tesla
and its customers but were influenced by the broader involve-
ment of public and private actors, such as shopping malls,
businesses, universities, and regulatory bodies. These actors
have helped build a charging infrastructure that is much
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broader than Tesla’s own network and have provided incen-
tives to adopt electric cars. The government of Norway, for
example, has provided the drivers of electric vehicles with
lucrative tax benefits, free battery-charging facilities and free
parking. These drivers can also use bus and taxi lanes and are
exempt from paying for the use of toll roads. Consequently, as
of 2016, the small country of Norway is Tesla’s largest
European market.

This broad involvement of actors has, by reducing the costs
and increasing the convenience for Tesla drivers, played an
important role in the institutionalization of the electric car as a
solution. Similarly, at least partially attributable to institutions
pertaining to carbon footprints and perceptions of desirable
fuel costs, many Tesla owners have broadened the charging
infrastructure by integrating the use of photovoltaic panels
into their business models. In doing so, these Tesla owners
have also participated in the institutionalization of novel solu-
tions to generate sustainable energy and, likewise, the pro-
ducers of sustainable energy generation equipment have par-
ticipated in the institutionalization of Tesla cars. Furthermore,
by making its patents public and working closely with firms
that are often viewed as competitors (e.g., Daimler and
Toyota), Tesla has been able to facilitate the institutionaliza-
tion of the electric car as a viable solution for human transpor-
tation, showing performative chains among technologies,
business models, and markets. Consequently, many other ac-
tors have contributed resources and co-developed an infra-
structure that has strengthened, if not sustained, Tesla’s busi-
ness model to date and formed a number of nested and over-
lapping service ecosystems.

Implications for business model design processes

Traditionally, business model design and communication has
focused on decision variables that can be influenced and
controlled by a focal firm as exemplified by the quote from
Chesbrough and Rosenbloom (2002) at the beginning of this
section. This quote highlights how many traditional business
model development processes begin with a new product or
service (i.e., a new value proposition) and end with finding
Bcustomers or a market segment to whom the proposition will
be appealing.^ Similarly, Osterwalder and Pigneur’s (2010)
popular business model canvas promotes the use of building
blocks that are arranged in a manner that clearly highlights a
unidirectional value flow from firm to customers and narrowly
assigns development activities to focal firms and their partners.

However, the Tesla example shows that business models,
technologies, and markets are developed and continually
shaped through performative processes in which the institution-
al arrangements of a broad range of actors influence the enact-
ment of resource integration practices. This performative view
refocuses prescriptions for market development from war met-
aphors in whichmarket actors fight to winmarket share tomore

collaborative views in which actors generate and negotiate
nested and overlapping service ecosystems. Furthermore, a ser-
vice ecosystems view underscores the importance of gaining
access to resources, such as capabilities and competencies,
rather than owning them. That is, since views on resources
and their integration practices can change very dynamically,
firms gain a comparative resource advantage when they can
improve access and coordination of resources (Hunt and
Morgan 1995; Madhavaram and Hunt 2008). This improved
access and coordination of resources often requires cooperating
with other resource-integrating actors and accessing these ac-
tors’ resources. What has distinguished Tesla from many other
firms is not that the company possesses novel capabilities or
competencies such as technical expertise, but rather that it has
actively supported an open source service ecosystems move-
ment that has facilitated electric vehicle adoption and continual
market reformation processes.

The Tesla example accentuates the need for practitioners to
gain deeper understanding of the various participants and their
roles, including non-users and other stakeholders, and the un-
derlying and iterative processes from which technologies,
business models, and markets emerge. This understanding
has to include the need for complementary innovations and
downstream adoption processes (Adner 2006) that emerge
over extended periods of time. Arguably, without the forma-
tion of the broader service ecosystem, the introduction of
Tesla cars could have easily failed. The participation of many
actors in building a charging infrastructure greatly reduced the
amount of behavioral change necessary as this infrastructure
helped to maintain institutions consistent with buying gas via
a network of gas stations. Similarly, the institutionalization of
renewable energy sources, in combination with broadly
shared concerns about carbon footprints, has positively influ-
enced perceptions of the usefulness of Tesla cars.

Given their nested and overlapping nature, businessmodels
are always imperfectly aligned and broader integrative prac-
tices in service ecosystems are continually changing. Many of
these changes result in discontinuous departures from
established practices, which only become salient when practi-
tioners zoom out to broader systems perspectives and adopt
longitudinal views on business model development. Viewed
from this perspective, all technology adoption processes
evolve in a continual manner since they are based on recom-
binations of knowledge and shared institutional arrangements
among various participants that develop over time. Thus, the
institutionalization process of the Tesla business model neither
began with the launch of the first Tesla car, nor will it end with
the last Tesla car that is designed and produced. Tesla engi-
neers did not just develop a product and find a customer seg-
ment to which this product was appealing, but they, among
many other actors, collectively formed a service ecosystem
that supported the institutionalization of battery powered per-
sonalized transportation.
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Arguably, used as a foundation for normative tools, a service
ecosystems perspective can help practitioners to participate in
broader disruption, change, and stabilization processes of mar-
kets. This perspective provides managers and policymakers a
practical perspective that informs the understanding of both
continuous and discontinuous innovation and market change
(Vargo and Lusch 2016). Discontinuous innovation processes,
by definition, point to dynamically evolving practices in which
the past is not a reliable predictor of the future. Consequently,
achieving long-haul success can be viewed as an entrepreneur-
ial process in which actors Bseize contingent opportunities and
exploits any and all means at hand to fulfill a plurality of current
and future aspirations, many of which are shaped and created
through the very process of economic decision making and are
not given a priori^ (Sarasvathy 2001, p. 262).

While marketing and entrepreneurship have conventional-
ly been treated as somewhat distinct disciplines, and many
marketing tools have been based on a logic of foresight and
predictability (Read et al. 2009), the conceptualization of busi-
ness models proposed in this article should, arguably, lead to a
stronger convergence of these two fields in which marketing
can be viewed as a special case of entrepreneurship (Vargo
and Lusch 2014). To aid practitioners in developing a service
ecosystems perspective of business models, we summarize
some implications and managerial considerations in Table 4.

Implications for academic research

Framing business model development in the context of con-
tinual institutionalization processes also has important impli-
cations for academic research. While recent marketing litera-
ture has begun to discuss the institutional, systemic and socio-
technical nature of market formation processes (e.g.,
Humphreys 2010; Kjellberg and Helgesson 2006; Mele et al.
2014; Vargo et al. 2015), additional work is needed to advance
understanding of institutionalization processes in the context
of markets. As Webster and Lusch (2013, p. 389) point out,
the marketing discipline needs to adopt broader and more
systemic perspectives and, in this process, rethink Bits funda-
mental purpose, premises, and implicit models^ in order to
stay relevant. Thus, researchers need to fully embrace and
explore the complexity of socio-technical market systems
and the required institutional alignment processes among sys-
temic actors and their business models.

Research priorities 1 What role do business models play in
the institutionalization and deinstitutionalization of solutions?
What role does institutional complexity play in the formation
of business models, technologies, and markets? How can sys-
temic boundaries be delineated situationally and contextually
to simplify the analysis?

We do not believe that adopting a service-oriented concep-
tualization of business models implies that all of what is

understood from more goods-centered orientations needs to
be abandoned. On the contrary, a service orientation provides
goods-based strategic research an explicit purpose which,
through metatheoretical reconciliation, can make the latter
more robust. Therefore, we want to encourage marketing re-
searchers to reconcile existing midrange theoretical business
model frameworks with a service ecosystems perspective
(Vargo and Lusch 2017).

With few exceptions, marketing researchers have ignored
the importance of business models in market (re)formation
and have left much of the theorizing in this area to colleagues
in management and entrepreneurship. This exploration, due to
the continual and systemic nature of business model develop-
ment, must break with the overreliance on cross-sectional and
experimental data that is prevalent in much of the marketing
literature and, instead, focus on longitudinal research to cap-
ture systemic developments over time. Similarly, this explora-
tion needs to draw from various disciplines, such as sociology,
social psychology, organizational studies, and communica-
tion, in which human collaboration and sensemaking are the
units of analysis, and include institutional, practice-based,
socio-cognitive, and discursive perspectives.

Research priorities 2What are the metrics for evaluating and
classifying business models and their effects on sensemaking,
performativity, and institutional alignment in the (re)formation
of markets? What is the appropriate time horizon to evaluate
business model developments? How can the role that comple-
mentary innovation and downstream adoption processes play
in longitudinal institutional change processes be accounted
for?

The exploration of discursive perspectives, in particular,
seems to offer great promise in understanding the institutional
and performative processes that are foundational to business
model development and market formation. As highlighted,
Doganova and Eyquem-Renault (2009) and Araujo and
Easton (2012) describe business models as narrative devices
that enable the interactions of systemic market actors.
Similarly, Rosa et al. (1999) posit that stories create and sta-
bilize markets. That is, narratives have a constitutive role in
the creation of agency by enabling market actors to envision
where they are heading (Emirbayer and Mische 1998).

While the marketing literature is beginning to recognize the
sensemaking and enabling properties of stories and narratives,
this literature often views the firm as the main storyteller.
Ballantyne and Varey (2006), for example, claim that
Bmonological^ or Bone-way message-making systems^ are
the most dominant conceptualization of communication in
the marketing literature. While, as Akrich et al. (2002) articu-
late, successful market change needs a Bgood speaker^ and
firms undoubtedly play an important role in the formation of
narratives, market narratives are always cocreated by systemic
actors. These actors build on, adapt, or contrast earlier stories,
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and these stories can come into alignment to form narrative
infrastructures. Doganova and Eyquem-Renault (2009), for
example, articulate how the storytelling dimension of business
models is always cocreated as these stories are shaped through
encounters with other actors whose enrolments are sought.
Arguably, much may be learned about business models by
reconciling the cocreated nature of narratives with a service
ecosystems perspective. Foundationally, narratives and insti-
tutions both Bdeal with the evolutionary process through
which actors form, reform, and are influenced by the endoge-
nously generated structures that support their joint survival^
(Vargo and Lusch 2016, p. 20).

Research priorities 3 What role do narratives play in the
formation and development of technologies, business models,
and markets? How do cocreated narrative infrastructures en-
able and constrain agency and shape institutionalization
processes?

Conceptualizing business models as actor-centric requires a
move away from pre-designated roles of Bproducers^/
Bconsumers,^ Bfirms^/Bcustomers,^ and Bbusiness model
developers^/Bbusiness model adopters.^ That is, all actors,
viewed through a service ecosystems lens, participate in the
shaping of value cocreation practices and business models, in
a fundamentally similar way—by creating, maintaining, and
disrupting the institutions that enable and constrain resource
integration and value cocreation practices. This opens up ques-
tions about how contextual differences mediate the perceptions
of roles, such as service provider and beneficiary. Furthermore,
this role assignment may impact which institutions are applied
and, thus, the developments and interplays of business models.

Research priorities 4 How are actor roles determined and
negotiated? Do perceived roles of actors influence the
transposability of institutions? Do perceived roles of actors
impact business model developments and interplays?

Table 4 Implications and managerial considerations based on a service ecosystems perspective

Implications from a traditional view
on business models

Implications from an institutional view
on business models

Managerial considerations of the
institutional view

Value flows and
problems to be
solved

•Firms, through activities and
resources,
need to develop value propositions
that deliver superior value to
customers.

•Customers can be divided into
segments with similar needs and
wants and to whom value
propositions will be appealing.

•Firms alone can neither create value
nor institutionalize new integrative
practices.

•Perceptions of resources, the
integration processes of these
resources, and the perceptions of
what problems need to be solved are
guided by institutional
arrangements that allow interpretive
flexibility.

•What are the perceptions of resources,
problems, and solutions?

•How and why are these perceptions
changing?

•What institutional frictions will lead to
new resource integration practices?

Resource access •Firms and their partners should own
the key resources.

•The resources needed in value
cocreation practices come from
private, public and market-facing
sources. Instead of owning all key
resources, firms need to facilitate
broad integration processes.

•What resources are being directly and
indirectly integrated?

•Who are the actors that contribute
resources?

•How can broad resource integration
processes be facilitated?

Relationships
requirements

•Firms need to form relationships with
key partners, customers, and
channels.

•Firms need to gain a deeper
understanding of the various
participants and their roles in
integrative practices, including
non-users and other stakeholders
and should support an open source
service ecosystems movement.

•Who are the actors that participate in
(i.e., assist or impede) institutionalization
processes?

•How can relationships with various actors
be developed and maintained?

Business model
development

•Business models should ideally fit into
established and aligned resource
integration practices to allow
customers to adopt products and
services with minimal behavioral
change.

•Firms need to adopt broader and more
longitudinal views of business
model developments that highlight
continual and entrepreneurial
processes that require
complementary innovations and
downstream adoptions.

•What institutional changes are necessary
to build a service ecosystem?

•What complimentary innovations and
downstream adoptions are required?

Long-term success •Firms that experience success over the
long-term are better at creating value
by developing and maintaining bet-
ter sets of business model elements
(i.e., decision variables).

•Firms that experience success over the
long-term are better at facilitating
institutional change processes and
are more flexible in reacting to
changing institutional
arrangements.

•What core competences are needed to
be able to react quickly to institutional
change processes?

•How can institutional change processes
be facilitated?
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In summary, we encourage marketing scholars to explore
the business model concept and the related concepts of mar-
kets and technologies, using a discursive systemic, institution-
al, and service perspective. The research priorities introduced
above are intended to initiate such efforts.

Conclusion

We have drawn from service ecosystems, institutional, and
practice theory literatures to provide a unifying framework
that can facilitate the investigation of business models using
a system-level, holistic perspective. This perspective and its
focus on service-for-service exchange among systemic actors
reveals that any attempt to understand business models and
the roles they play in facilitating value creation must account
for dynamic relationships among systemic actors, technolo-
gies (i.e., useful knowledge), and overlapping market prac-
tices (i.e., markets) within service ecosystems. On the basis
of this perspective, business models shape perceptions of re-
sources (e.g., knowledge, skills and abilities), integration pro-
cesses of these resources, relationships among actors, and per-
ceptions of what problems need to be solved.

Using an A2A conceptualization, we show that business
models are not unique to Bproducers^ (e.g., firms). Rather, all
economic and social actors rely on business models since all
actors rely on perceptions of resources and views on the ways
Bmarket actors can interact with other actors– and their
resources^ (Storbacka and Nenonen 2011, p. 247). This view
overcomes traditional views in which firms singlehandedly or
within narrowly defined innovation networks create business

models. Instead, a service ecosystems perspective points to
systemic, non-linear, dynamic processes in which multiple ac-
tors cocreate institutions by competing and collaborating until
common but always imperfect institutional arrangements form.

This perspective highlights the performative nature of mar-
kets, technologies, and business models and reconceptualizes
the business model concept from one that describes interrelat-
ed sets of decision variables used to define value propositions
and venture strategies to one that highlights the broad partic-
ipation of systemic actors in market (re)formation processes.
That is, a systemic and performative perspective places busi-
ness models and their development processes at the heart of
the marketing discipline.

The performative nature of business models also explains
why, despite unsatisfactory definitions and normative pre-
scriptions in the extant literature, many practitioners have
adopted the concept with ease.When an actor’s business mod-
el frames exchange as a dyadic transfer of value for money,
this actor is likely to view and enact exchange practices in
terms of a particular product or service category with rather
static or latent customer needs. However, when an actor’s
business model frames the actions of firms, customers, and
other market actors in a collaborative manner, this actor is
likely to actively negotiate the rules, norms, meanings, as well
as roles of market actors, with a broad range of stakeholders.
That is, a performative view of business models accounts for
continuous and discontinuous innovation and market change.
Consequently, we encourage both practitioners and academics
to further explore business models and business model devel-
opment in the context of systemic and dynamic market forma-
tion processes.

Appendix

Table 5 Definitions of key terms

Key term Definition Source

Institutions BHumanly devised rules, norms, and beliefs that enable and constrain
action and make social life predictable and meaningful^ (p. 11).

Vargo and Lusch (2016) based on
Scott (2008)

Institutional arrangements BInterdependent sets of institutions^ that guide thinking and behavior by
serving as sets of Bvalue assumptions, cognitive frames, rules, and
routines^ (p. 14–15), among other things.

Vargo and Lusch (2016)

Institutional work The purposive action of actors Baimed at creating, maintaining, and
disrupting institutions^(p. 217).

Lawrence and Suddaby 2006

Performativity The process throughwhich the Bworld of ideas^ (e.g., theories) participates
in shaping the Bworld out there^ (i.e., in the shaping of reality).

Kjellberg and Helgesson (2006);
Callon (1998a)

Business model Dynamic assemblages of institutions that, through the performative
practices (i.e., actions, constructions) of actors, reciprocally link and
influence technological and market innovation and contribute to the
viability of these actors and the viability of the service ecosystems of
which they are a part.

Current paper

Service ecosystem BRelatively self-contained, self-adjusting system of resource- integrating
actors connected by shared institutional arrangements and mutual value
creation through service exchange^ (p. 10–11).

Vargo and Lusch (2016)
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Table 5 (continued)

Key term Definition Source

Value cocreation The collaborative process of creating idiosyncratically perceived value
through resource integration and service exchange coordinated by
shared institutional arrangements.

Vargo and Lusch (2004a, b), Vargo
and Lusch 2008, Vargo and
Lusch 2016)

Markets Routinized service-for-service exchange of economic actors mediated by
institutions (i.e., institutionalized solutions). Markets are based on
ongoing institutional work processes among systemic actors and their
business models and technologies.

Lusch and Vargo (2014); Kjellberg
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