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ABSTRACT

Organizations, such as social enterprises, engage in business model innovation when they wish to create,
deliver, and capture value for their various stakeholders in ways that effect positive environmental and
social change. Despite the increasing research attention paid to social enterprises, the literature on
business model innovation in this context is still scarce. Therefore, the purpose of this paper is to explore
business model innovation driven by sustainability issues at a social enterprise operating in the Scan-
dinavian electricity retail market. A single case study research approach is taken, and data are collected
from sixteen individual interviews and two focus groups with executives, managers, and directors. The
study contributes to business model innovation as an organizational change process as well as an
outcome of this process. The findings show that business model innovation over time at social enter-
prises reflects a shift in focus from novelty, via lock-in of customers, to efficiency in internal management
routines. Additionally, the study concludes that social enterprises with innovative business models
driven by sustainability issues can introduce novel practices that lead to changes in the dominant
business model of their industry. The study also suggests how social entrepreneurs might innovate their
business models as they focus on environmental and social sustainability.

© 2017 Elsevier Ltd. All rights reserved.

1. Introduction

Companies of various ages and sizes, in various industries and
geographic locations, are increasingly changing their business logic
in an effort to become providers of goods and services that reflect a
commitment to environmental and social sustainability as well as
economic viability (Zollo et al., 2013). This change means that many
companies will need to create new business models (BM) using
business model innovation (BMI).

Researchers frequently examine BMs and BMI (Chesbrough,
2010; Lambert and Davidson, 2013; Spieth et al., 2014). A BM pre-
sents an organization's operational plans, its revenue sources, its
customers, and its products (Margretta, 2002). Traditionally, the
BM concept, which is multifaceted at the systems level, takes a
comprehensive approach in its description of how companies strive
to be profitable. Every BM consists of a number of interrelated
building blocks that form different configurations that can be used
to evaluate change choices (Teece, 2010).
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BMI refers to the process of changing an existing BM or creating
a new one. In a recent literature review on BMI, Foss and Saebi
(2017) distinguish among four partly overlapping streams of BMI
research. The first stream deals with the BMI phenomenon itself
and offers definitions and conceptualizations of BMI. The second
stream relates BMI to organizational change processes. The third
stream, which focuses on the BMI outcome (new and innovative
BMs) as a result of the organizational change process, often ad-
dresses the emergence of new BMs in a specific industry. The fourth
stream highlights the organizational performance implications of
BMI. Within these streams, the need for greater sustainability
(environmental, social, and economic) is identified as one of several
important BMI driving forces. As researchers such as Abdelkafi and
Tauscher (2016) emphasize, products, processes, and technological
innovations cannot by themselves make organizations, industries,
and societies more sustainable. The creation of positive, sustainable
value by organizations requires BMI.

One organizational type that drives the creation of positive
sustainable value is the social enterprise (SE). Unlike traditional
enterprises, SEs must pursue and sustain their social and environ-
mental missions in addition to their economic mission. Dacin et al.
(2010) point out that the research on SEs tends to focus on industry
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sectors, processes and resources, primary missions, main achieve-
ments, and the social entrepreneurs themselves. These researchers
find the most promising research avenues are the processes and
resources. Therefore, they encourage other researchers to examine
how SEs emerge and evolve over time.

Other researchers have made similar requests. Wilson and Post
(2011) call for more research on BMI for SEs. Granados et al. (2011)
call for more empirical research on SEs. Yet research in actual set-
tings where BMI is sustainability-driven, particularly at SEs, is still
relatively sparse (e.g., Aspara et al., 2011; Breuer et al., 2016;
Geissdoerfer et al., 2016; Roome and Louche, 2016; Sosna et al.,
2010).

Therefore, the purpose of this paper is to explore business model
innovation driven by sustainability issues at a social enterprise oper-
ating in the Scandinavian electricity retail market. This paper ex-
plores the sequence of events that trigger BMI over time at a
Scandinavian SE. This single case study (see Eisenhardt, 1989) adds
to the current research with its use of empirical data to review an
organization's history in the search for events that led to the cre-
ation and change of its BM over time.

This study contributes to the second and third research streams
on BMI that Foss and Saebi (2017) identify. First, the study examines
BMI as an organizational change process consisting of various
stages (e.g., De Reuver et al., 2013; Frankenberger et al., 2013;
Pynnonen et al., 2012). Second, the study examines BMI as an
outcome of the organizational change process, specifically as new
and innovative BMs emerge in a particular industry (e.g., Abdelkafi
et al,, 2013; Giinzel and Holm, 2013; Karimi and Walter, 2016;
Souto, 2015).

Section 2 reviews the research literature on BMI and explains
the link between SEs and BMI. Section 3 presents the study's
research design and method. Section 4 describes the Scandinavian
electricity retail market and the case company. Section 5 presents
the research findings. Section 6 is a discussion of the study's find-
ings. Section 7 presents conclusions and managerial implications,
and offers suggestions for future research.

2. Literature background
2.1. Business model innovation

Business models (BM) are essential contributors to companies’
competitiveness, renewal, and growth (Chesbrough and
Rosenbloom, 2002; Johnson, 2010; Teece, 2010). Often BMs are
represented statically (e.g., as canvases) although their underlying
structure is not necessarily an unchanging phenomenon. On the
contrary, BMs should be seen as dynamic systems (Morris et al.,
2005). As dynamic concepts, BMs must be managed and devel-
oped over time (Hedman and Kalling, 2003). Therefore, in this
paper we envision the BM as a system of interdependent activities
conducted by an organization and its partners (Amit and Zott, 2015;
Zott and Amit, 2010). These systems of activities are in essence
configurations that contribute to the creation and delivery of value
to customers while still allowing the organization to capture some
of the created value.

Building on the research that conceptualizes BMs as configura-
tions, Bocken et al. (2014) list three main elements in their defini-
tion of a BM: value proposition, value creation and delivery, and
value capture. Value proposition mainly refers to the customer of-
ferings that generate financial profit. Value creation and delivery
focus on new business areas and markets that generate additional
revenue. Value capture deals with the return from selling products,
services, or processes to customers.

BMs as configurations of interrelated activities have an
important role as devices that can be used to achieve new insights

and to take new actions (Aversa et al., 2015). This continuing
process of change in developing or modifying a BM is referred to
as business model innovation (BMI). According to Bjorkdahl and
Holmén (2013), BMI requires designing and implementing novel
and feasible BMs by creating new configurations. In BMI, an or-
ganization revises its current BM to achieve a competitive
advantage, for example, by improving customer service or by
competing on different terms (Boons and Liideke-Freund, 2013). In
this paper we use Santos et al. (2009, p. 14) definition of BMI as “a
reconfiguration of activities in the existing business model of a
firm that is new to the product service market in which the firm
competes”.

Researchers emphasize that BMI is an ongoing, complex, col-
lective, cyclical, and interactive activity that involves active exper-
imentation and learning. Thus, BMI is not a one-off event. BMI
involves a long process of trial-and-error that often features itera-
tion, failure, and learning (e.g., Demil and Lecocq, 2015; McGrath,
2010; Sosna et al.,, 2010). Berends et al. (2016) conclude that BMI
is a complex process of joining action and cognition rather than a
two-step, sequential process of conception and execution in which
a new BM is developed as an idea and then implemented as a
reality.

According to Zott and Amit (2010), BMI features novel con-
figurations of three BM design elements and four BM design
themes. The BM design elements are content, structure, and
governance. Content refers to the activities selected. Structure
refers to the linkage of the activities and their importance to the
BM. Governance refers to how the activities are performed. The
BM design themes are novelty, lock-in, complementarities, and
efficiency. Novelty refers to the adoption of new activities (con-
tent), new ways to link those activities (structure), and new ways
to exert control (governance). Lock-in refers to the power to
retain third parties (e.g., partners and customers) as participants
in activities. Complementarities exist when more value is derived
from bundling activities than from using them separately. Effi-
ciency refers to how organizations use their activity systems to
eliminate certain positions or to reduce costs. Companies can use
these BM design elements and design themes when they engage
in BMIL.

Typically, the BMI discussion emphasizes how companies
achieve their “profit-normative” goals. This discussion usually
focuses on companies’ strategic choices that promote the crea-
tion, delivery, and capture of economic value (Upward and Jones,
2016). However, recent BMI research has begun to emphasize
BMI driven by sustainability issues (Bocken et al., 2014;
Geissdoerfer et al., 2016; Foss and Saebi, 2017). Rauter et al.
(2017) found that BMI driven by sustainability issues produces
BMs that are not radically different from traditional BMs. How-
ever, sustainable BMs must meet specific criteria related to
environmental and social issues.

Given this new interest in the BMI research, it seems we need a
better understanding of the overall process and output of the BMI
journey driven by sustainability issues as well as its impact (e.g.,
Breuer et al., 2016; Geissdoerfer et al., 2016; Zollo et al., 2013). With
this understanding, researchers can offer better advice to com-
panies on how to prioritize various combinations of social, envi-
ronmental, and economic satisficing! objectives that are aimed at
achieving sustainable value for a wide range of stakeholders
(Upward and Jones, 2016).

! satisficing is a term introduced by Herbert Simon (1956) that describes the
strategy decision-makers use when they select an option that meets most needs
although that option may not be the optimal solution.
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2.2. Linking the current debate on social enterprises with business
model innovation

Arend (2013) and Markides (2015) identify the SE as an entity
type that can promote positive value creation via BMI driven by
sustainability issues. In a bibliometric analysis of the SE literature
published in international journals from 1991 to 2010, Granados
et al. (2011, p. 199) describe the intellectual structure and matu-
rity of the research and theory in this field. For their analysis, they
use the following definition of a SE:

an organizational form with primarily social drivers that un-
dertakes innovative business operations in order to be auto-
sustainable and guarantees the creation, sustainment, distri-
bution and/or dissemination of social or environmental value.

Therefore, economic drivers are means to be a social end, not the
end in itself.

SEs share some goals with for-profit entities and non-profit
entities (e.g., Thompson and Doherty, 2006; Yunus et al., 2010).
To examine these goals, it is pertinent to ask how SEs can pursue
and sustain their social and environmental missions in addition to
their economic mission (Battilana et al., 2014; Ebrahim et al., 2014;
Wilson and Post, 2011). One approach is to study the key contrib-
utors to SE success. Sharir and Lerner (2006), for example, identi-
fied the following success factors for SEs: the social network; the
team's composition and dedication; the managerial experience; the
initial investment capital; and the public's approval of the SE
concept.

Another approach is to study how SEs develop their BMs. Ac-
cording to Lee (2015), SEs have novel BMs and BMI that support
both their social vision and their competitive advantage. For
example, Battilana et al. (2012) explain that some SEs use sales
revenues derived from the for-profit market to finance their social
visions. In this way, a SE decreases its dependency on donations and
grants. As Dacin et al. (2010) note, financial resources can provide a
SE with the funds needed to achieve its social vision (Battilana and
Lee, 2014). Thus, BMs and BMI are integral to the SE's long-term
social mission as well as its financial success (Weber and Kratzer,
2013). Therefore, a study of how a SE creates and innovates its
BM could provide important insights into its BMI processes and use
of resources.

Some studies on SEs focus on the BM building blocks and con-
figurations. Other studies focus on the iterative, deliberate, and
experimental nature of the BMI process (e.g., Lee, 2015; Michelini
and Fiorentino, 2012; Yunus et al.,, 2010). However, such studies
typically lack in-depth investigations of how SEs innovate their
BMs. According to Granados et al. (2011), most such research is
conceptual and lacks empirical evidence. Additionally, the litera-
ture on BMs and BMI for SEs as agents of change is also limited (Lee,
2015; Michelini and Fiorentino, 2012; Rahdari et al., 2016; Wilson
and Post, 2011). Therefore, the purpose of this paper is to explore
business model innovation driven by sustainability issues at a social
enterprise operating in the Scandinavian electricity retail market.

3. Research design and method

This study, which uses Van de Ven (2013) narrative process
approach that describes how things develop and change, in-
vestigates the events that triggered BMI over time at the case
company. As BMI is a continual change process, it is appropriate to
adopt a study timeframe that includes multiple BMs. The reason is
that the BM changes can then be identified, examined, and
compared. According to Van de Ven and Huber (1990) and Hernes
(2014), the examination of patterns in a series of events is essential

for sense-making because, studied retrospectively, events can be
seen to form patterns. By studying the events related to the BM
design elements and the BM design themes (Zott and Amit, 2010), it
is possible to observe the BM patterns over time (Berends et al.,
2016; Van de Ven, 2013). BMI, as a process of events-driven
changes, reveals how observed or recorded events alter an exist-
ing BM or produce a new BM.

The setting for this research is the Scandinavian electricity retail
market that experienced a major transformation in recent years —
from a monopoly market with a few large actors to a much more
competitive market with additional (and smaller) actors. The large
actors once controlled 90% of the Scandinavian electricity retail
market. Following deregulation in the industry, the small actors
gained control of about 50% of the electricity retail market (OECD,
1996).

This paper is a single case study of a small company (fictitious
name: AlphaEl) that operates in the Scandinavian electricity retail
market. A retrospective research approach is taken in order to
describe the ‘big picture’ of the company's activities and results.
According to Van de Ven (2013, p. 208), “post hoc knowledge is
helpful for interpreting events that unfolded, and for constructing a
narrative of the process”. An explorative research approach
(Silverman, 2013) is also taken because the research on
sustainability-driven BMI at SEs is still at an early stage. According
to Eisenhardt and Graebner (2007), the single case study approach
is appropriate for exploratory research when theory development
is limited, empirical evidence is scarce, and specific issues are
addressed. Eisenhardt et al. (2016) points that the global “grand
challenges” represent one area particularly suitable for case study
research.

Other researchers have taken these approaches in BM and BMI
studies (e.g., Lambert and Davidson, 2013; Stubbs and Cocklin,
2008) and in the SE research (Granados et al., 2011). Furthermore,
as Noda and Bower (1996) state, more use of qualitative data from
explorative single case study research may lead to future studies.

3.1. Data collection

This research uses three complementary data sources: (i)
retrospective interviews; (ii) focus groups; and (iii) archival data,
including media publications and corporate material (e.g. websites
and annual reports). The use of multiple data sources supports
emerging research theory (Hallen and Eisenhardt, 2012; Yin, 2003).

Sixteen semi-structured interviews with executives, managers,
and directors at AlphaEl were conducted. Two focus groups were
also conducted. The four executives, who had supervisory re-
sponsibility and decision-making authority for the BMI, were
AlphaEl's Founder and First Chief Executive Officer (CEO), the Sec-
ond CEO, the Third CEO, and a Chief Financial Officer (CFO). Van de
Ven (2013) argument for the importance of capturing change
processes from managers' perspectives provided the motivation to
conduct the individual interviews as well as the two focus groups
The managers and directors represented various functions (e.g.,
project management, marketing, customer relations, public re-
lations, and business development). See Table A-1 and Table A-2 in
Appendix A for listings of the interviewees and the focus group
participants, respectively.

The goal in selecting the interviewees and participants was to
obtain knowledge and opinions about the company from a diverse
group of people. The use of open-ended questions encouraged
spontaneous responses about AlphaEl: its founding, competitive
position, core competences, and change activities and processes.
Additionally, the focus groups sparked a discussion on the com-
pany's current BM. The transcribed data from the interviews and
the focus groups were translated from Swedish to English.
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Potential interview bias was addressed in four ways. First, data
from multiple sources were used. Second, because AlphaEl was
innovating its BM during the research period, the historical ac-
counts from the individual interviews were compared to the
contemporary accounts from the focus groups (Leonard-Barton,
1990). Third, only interviewees who were knowledgeable about
change-related activities were selected for the study (Hallen and
Eisenhardt, 2012). Fourth, all interviewees and focus group par-
ticipants were assured of anonymity in the published research.

3.2. Data analysis

The data analysis began with the preparation of a chronological
history of the case company (see Eisenhardt, 1989). The interview
data and focus group data were then coded and sorted chrono-
logically. The purpose of this step was to create a list of important
events that showed how the company had developed its BM in the
past. Several studies provided the inspiration for this data analysis:
Van de Ven et al. (2000, p. xvii) recommendation that researchers
“understand[ing] how and why innovations develop from concept
to implementation”; Zott and Amit (2010) description of the BM
design elements and BM design themes; and George and Bock
(2011, p. 106) statement that BM “is not a process, but it is shaped
by individual-, group-, organization-, and environmental-level
processes and events”. Thus, the examination of events is rele-
vant in the analysis. Furthermore, as Hernes (2014) argues, because
events have temporal agency, sense-making is an activity that
connects events. Thus, what happens at one time influences what
happens at another time. According to Hernes, when an outcome
reaches closure, it becomes an event, “thereby giving meaning to
other events, while defining the encounter as well” (p. 93).

Using Poole et al. (2000) classification scheme of organizational
change, the identified events that shaped AlphaEl's BM were
grouped and then listed in chronological order. Table B-1 and
Table B-2 in Appendix B, respectively, present an example of events
related to changes in the BM and an example of the categorization
of the events in sequence. These events were then linked to Zott
and Amit (2010) BM design elements (content, structure, and
governance). See Table 1 for the linkage between event types and

Table 1

\

Electricity trading
companies

|
Q Grid owners and system administrators

Electricity
consumers

Fig. 1. Main actors in the Swedish electricity retail market. Source: Svenska Kraftnat
(2016).

the BM design elements.

AlphaEl's chronological history was divided into four time pe-
riods. Using Zott and Amit (2010) BM design themes (novelty, lock-
in, complementarities, and efficiency), each time period was indi-
vidually examined from the perspective of BMI at AlphaEl.

4. The industry and the case company
4.1. The Scandinavian electricity retail market

The world's electricity retail markets are in transition from
monopolies to open, competitive markets (e.g., OECD, 1996). The
Nordic countries have led this transition. Electricity retail market
reforms have taken place in Norway (1991), Sweden (1996), Finland
(1998), and Denmark (2000). These countries have also created a
common electricity retail market (Nord Pool) that allows free trade
of electricity. The agreement is considered highly successful
(Amundsen and Bergman, 2006).

Energimyndigheten [the Swedish Energy Agency] (2016), for

Linkage between type of events (Poole et al., 2000, pp.106—109) and BM design elements (Zott and Amit, 2010).

Type of events (Poole et al., 2000)

BM design elements (Zott and Amit, 2010)

People

When there is a change in the staffing (turnover) or assignments (roles) of people with key positions

Related to activity system governance (changes in the staff/
responsibility for the BM activities)

in the innovation (as suggested by the innovators). In addition, key individuals responsible for the

management of the innovation environment are also included.
Idea

When there is a change in the ideas that are significant to the overall development of the innovation

Related to activity system content (ideas for change in the
BM activities)

[...] changes in innovation ideas are classified into those that pertain to core or related ideas. Core
ideas are those that pertain to the central technology, product, program, or service that make up
the essence of the innovation. Related ideas are those that support the development of the
innovation, but do not constitute a change in the core embodiment of the innovation.

Transaction

When there is a change in the legal or social contracts associated with the innovation. This may

Related to the activity system structure (change in how the
BM activities are linked as well as their importance to the

relate to key transactions between the innovation and other organizations in the environment BM)
and also to transactions between people within the innovation unit. Efforts to change or modify

existing transactions may also receive this code.
Context

An external incident that is related to the innovation but occurred beyond the control of the

innovation team.
Outcome

When a change occurs in the criteria used to judge the progress or outcomes of the innovation [...]

Related to all BM design elements — content, structure, and
governance

Related to all BM design elements —content, structure, and
governance.

outcomes are further coded as representing either: positive (good news or successful
accomplishments), negative (bad news or instances of failures or mistakes), or mixed (neutral or

ambiguous news or results indicating elements of success and failure).
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example, identifies and defines four main actors in the electricity
retail market. See Fig. 1. “Electricity consumers” sign contracts with
electricity retailers for electricity and with grid owners for elec-
tricity transport. “Electricity producers”, which usually own the
power plants, transmit electricity to the grid where it is sold to
Nord Pool or to consumers. “Grid owners and system administra-
tors” transmit electricity from the power plants to consumers. The
state-owned system administrator, Svenska Kraftnat [Swedish Po-
wer Network| monitors the safety and the environmental effects of
the electricity transmission system. “Electricity trading companies”
purchase electricity from the Electricity producers and/or from
Nord Pool for sale to consumers. These Electricity trading com-
panies can also produce electricity.

With deregulation of the electricity retail market, residential
consumers in Scandinavia had a larger choice of electricity retailers.
The larger Scandinavian electricity retailers (Vattenfall, E.O.N, and
Fortum) at first opposed the idea of retailer choice. To discourage
customers from switching between electricity retailers, initially
consumers were required to purchase expensive meters when they
switched retailers. However, this cost was gradually reduced and
eventually eliminated.

According to Littlechild (2006), the larger electricity retailers
charged more for electricity than the smaller electricity retailers.
After the media published numerous articles on customer dissat-
isfaction with the larger retailers’ high cost and poor service, the
smaller retailers introduced marketing campaigns that promoted
their lower cost and better service. In response, the larger retailers
began to improve their service and to lower prices. They also pro-
moted themselves as supporters of environmental sustainability.
Competition steadily increased in the Scandinavian electricity retail
market.

4.2. The case company

AlphaEl is an electricity retailer that provides 100% renewable
and environmentally certified electricity to its customers. As a not-
for-profit entity, AlphaEl donates its profits to non-governmental
organizations (NGOs). The company's philosophy is that its cus-
tomers contribute to a better world each day through the con-
sumption of the electricity it sells. Operating costs, including
employee salaries, are held at comparatively low levels. Over the
years, AlphaEl has donated significant sums to NGOs.

5. Findings

AlphaEl's history related to sustainability-driven BMI is pre-
sented in four time periods: Creation (2001—-2004), Growth
(2005—2008), Challenge (2009—2010), and Treading Water
(2011—March of 2015). AlphaEl had three CEOs in the years when
this research was conducted: Founder/First CEO (2001—-2008);
Second CEO (2008—2011); and Third CEO (2011—March 2015). A
fourth CEO was employed after the research concluded.

5.1. Creation period (2001—2004)

The Founder (and First CEO) of AlphaEl formed the company in
2001. His ambition was to start a company that would contribute to
a better world.

The Founder and two colleagues developed web-based business
solutions specifically designed for electricity providers. The
Founder stated: “Simply put, success in this industry requires good
system solutions, and these two guys offered that. I called them and
asked if they were interested in collaborating with an electricity
retail company with a charitable mission. They thought it was an
exciting idea, and that's the way it all started.”

A well-known multimedia artist and graphic designer created
the AlphaEl logo at no cost. Initially, most of AlphaEl's customers
were the Founder's friends, family members, and business contacts.
However, the company was unsuccessful in enrolling any NGOs as
customers. The Founder stated: “The business concept was seen as
strange at that time, and people thought it was too good to be true.”

The Founder then tried a different marketing strategy called
“active sales”. In active sales, sales people promote their goods and
services to potential customers in various public forums. The
Founder hired two sales people who began work on a remote island
in Stockholm's archipelago, which was the only location permitted.
The Marketing Director stated: “We told the people about the
involvement of the Founder and the investors and that if we were
profitable, we would donate the profits to charity. We were basi-
cally selling an idea.” When the Founder learned that 22 customers
had signed contracts with AlphaEl on the first day, he shouted: “It is
possible!”

AlphaEl's two value propositions were the following: ‘Sell
affordable electricity to households and donate the (possible) profit
to charity’ and ‘Contribute to a better world by producing and
consuming electricity from renewable sources’.

5.2. Growth period (2005—2008)

Although some industry actors doubted the likelihood of
AlphaEl's success, the company persisted. The Marketing Director
stated: “The corporate culture was characterized by fists in the
pocket just to show everybody that doubted us that it was possible.
There was tremendous determination to succeed among everyone.”
The Founder's positive attitude spread throughout the company. He
was very receptive to new ideas. The Third CEO recalled: “It was
simple for all employees in the organization to test and implement
their ideas.”

Most electricity customers in this period had signed fixed price
electricity contracts® with other retailers. However, Alphakl offered
only dynamic price contracts® that priced electricity more cheaply.
The Business Development Manager described AlphaEl as “price
worthy.” He stated: “It is the combination of the price and the ‘Why’
that is our key. If we did not have the ‘Why’, we would just be seen
as a small newcomer with just an OK price.”

AlphaE also introduced a system in which customers gave the
company their personal identification numbers, names, and postal
addresses. Customers also gave AlphaEl power of attorney, which
allowed the company to change the customers’ electricity retailers.
This idea, which AlphakEl originated, became the industry standard
in a few years.

During this period, AlphaEl grew from two employees to 180
employees with a presence in several cities. Departments for
customer service, administration, and finance were created. Most
sales people were ambitious students who accepted rather low
salaries. In 2007, the company made its first charitable donation
from annual profits in this period.

The main focus at AlphaEl was customer acquisition. The Second
CEO recalled: “Sell, sell, sell, that was all we did — and it worked
extremely well.” In a retailer collaboration, AlphaEl gained access to
many more potential customers. AlphaEl also signed a six-month
television advertising contract. The Marketing Director described

2 A fixed price electricity contract is a contract in which the customer pays for
electricity use in advance. The price is fixed for each payment period, regardless of
the electricity cost in the spot market.

3 A dynamic price electricity contract is a contract in which the customer pays a
variable price for electricity use. The price varies according to the electricity cost in
the spot market.
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these outreach campaigns: “We went from 150 to 1800 new cus-
tomers on the webpage each month and from 300 to 1200 calls to
customer service”.

Customer satisfaction remained a high priority at AlphaEl. The
company added a computer systems department with several
employees. The Customer Service Manager stated: “You should not
treat the customers like you want to be treated; you should treat
the customers like they want to be treated.”

As AlphaEl's value propositions evolved to ‘Facilitate the transfer
of electricity to the customer’, and ‘Offer environmentally certified
electricity’, the company aimed to become a leader in environ-
mental sustainability. However, given the stringent requirements
for electricity certification, AlphaEl had to increase its prices.

5.3. Challenge period (2009—2010)

The Founder of AlphaEl resigned from the company in 2008. The
Second CEO described the new period as “very challenging.”
Although sales remained strong, competition increased as other
electricity retailers began to use the practice of active sales. AlphaEl
questioned whether to continue the practice. The Second CEO
stated: “The hypothesis we had then was that we did not have
many other alternatives to what we already were doing ... We put
most of our focus on active sales. The search for a Plan B did not
receive that much attention.”

It was clear that AlphaEl needed to review its operational pol-
icies. The Business Analyst stated: “For too long the company chose
to focus on the inflow of customers and forgot — or just didn't care
about — the rest of the business which meant satisfying customers
and re-signing customers. The focus was only on signing new
customers.” Although he created a customer database and updated
the company's use of statistics, he admitted that AlphaEl was
somewhat slow to use this new information, especially in its
communication with customers. More focus was needed on
customer retention.

5.4. Treading Water period (2011 to March 2015)

In January of 2011, AlphaEl employed its Third CEO. His focus
was customer growth and increased revenues. He stated: “When
growing quickly, as we did, the focus was mostly on problem-
solving for the moment, or finding good-enough solutions. But
these are not always the most cost efficient solutions. My first task
as CEO was to increase profitability, and thus the donations to
charity.” He also wanted to create structures and systems that
would lay the foundation for long-term internal processes. He
stated: “I wanted to create something like a well-oiled machine.”

In 2015, AlphaEl began to work more actively with departmental
key ratios. Some participants said that AlphaEl had become too
bureaucratic while others thought that the increase in bureaucracy
led to more employee participation in the decision-making.

AlphaEl's employees were frustrated by the lack of business
growth even though they worked harder than ever to improve their
efficiency. Many employees complained that AlphaEl was too timid
and did not use its full potential. The Development Manager stated:
“We didn't dare to take chances because we wanted to be very sure
of what we were about to do before we did it.” The CFO stated: “I
believe we need to be a bit more aggressive and stick our neck out.
We have a totally unique business idea, and yet we are positioned
as a ‘typical’ company. If we look at our competitors, no one is really
gaining any market share. Many companies are spending money, |
don't know how much, on campaigns and commercials. But as I
said, it is tough.”

Because of the stagnation in customer growth, increased
competition, and changes in invoicing rules, AlphaEl experienced

financial problems in this period. When the electricity regulations
changed and advance invoices were no longer allowed, AlphaEl's
had cash flow problems. As its competitors began offering the dy-
namic price contracts that had contributed significantly to
AlphaEl's success, it was difficult for AlphaEl to attract new cus-
tomers. Therefore, in 2014 the company hired a consulting firm to
create a system that segmented the customer base into four groups.

In August of 2014, AlphaEl created a Public Relations (PR)
Department staffed largely with externally recruited employees.
The Third CEO stated: “I have chosen to work much more actively
with PR [...] we thought that this increased visibility is the kind of
visibility we are going to work with. It is connected to digital sales
and to Facebook as communication channels. Previously we
declined to use social media, but it is something that we have
caught up with during my time as CEO.” Between 2014 and 2015,
AlphakEl finally ended its active sales marketing strategy. The Third
CEO said: “It was inevitable.” AlphaEl's much-delayed substitute
marketing strategy now featured customer ambassadors and
partnerships.

In March of 2015, the Third CEO resigned. He stated: “My
mission is completed, and it is time for someone new to take over.”
A Fourth CEO was then hired. Expectations were high that he would
make the necessary changes needed to help AlphaEl achieve its
various goals.

6. Discussion

This section discusses the four time periods in AlphaEl's exis-
tence. The focus is on the company's important events, its BM
trajectory, and the effect of its BMI in the electricity sector. The
various terms for events, the BM design elements, and the BM
design themes referred to in this section derive from Poole et al.
(2000) and Zott and Amit (2010). See Section 2 and Table 1.

6.1. The four periods

6.1.1. Creation period (2001—2004)

In this period AlphaEl developed its initial BM. Novel activities
were created (content), new ways were developed to link those
activities (structure), and new methods were adopted to manage
those activities (governance) The events in this period showed that
the Founder's ideas were crucial in the development and imple-
mentation of this initial BM. The idea events related to the BM
design element of content were important because they were
fundamental to the company's sustainability-driven BMI.

The people events were the events that AlphaE's Founder and
others controlled. These events related to the BM design element of
governance. AlphaEl's Founder influenced the company's organi-
zational culture from its beginning (Doherty et al., 2014). Further,
the Founder's business experience and extensive social network
contributed to AlphaEl's success (Dacin et al., 2010). The Founder
worked actively to combine all actors and resources in an effort to
create a BM based on SE principles and goals (Sharir and Lerner,
2006).

The transactional events were the events linked to the Founder's
business partnerships and social relationships. These events related
to the BM design element of structure. Such collaborations (Austin
et al., 2006; Battilana and Lee, 2014; Lee, 2015; Lee and Battilana,
2013) are critical to the success of SEs (Sharir and Lerner, 2006).
Other transactional events were the investors' financial support
and the partners' contributions of knowledge, technical support,
television advertising, and brand support. Yunus et al. (2010)
emphasize the importance of collaborative partnerships and
investor relationships to SEs.

The context events appeared at AlphaEl when the electricity
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retail industry was deregulated. These events opened the electricity
retail market to greater competition, leading to more customer
choice and more operating efficiencies.

Two outcome events were identified in this period. The first
outcome event— customer invitations mailed to NGO members —
related to the BM design element of content. This event did not
result in new customers. The second outcome event — active sales
— related to the BM design elements of content and governance.
This event increased customer enrollment.

6.1.2. Growth period (2005—2008)

In this period, AlphaEl developed its BM by focusing on the BM
design theme of customer lock-in. Although the Founder's social
vision again drove events in these years, the company's strategic
goal was to enroll as many customers as possible.

The people events (which still relate to the BM design element of
governance) slightly decreased in importance. With a governance
system in place, the Founder and the customer service represen-
tatives were more focused on building up the sales force and on
improving customer service. AlphaEl solved a main challenge that
most SEs face — the struggle to find competent, dedicated em-
ployees who will accept below-market salaries (Doherty et al.,
2014; Sharir and Lerner, 2006).

The idea events related to the BM design element of content that
linked to the Founder's social vision. AlphaEl introduced several
new marketing ideas that aimed at attracting customers. These
ideas were new in the industry. The Founder also promoted the
idea of environmentally certified electricity, supported by superior
customer service.

The transactional events related to the BM design element of
structure. These events triggered changes in AlphaEl's BM as the
company tried to secure its position in the electricity retail market.
AlphaEl worked with various partners to popularize its value
propositions and to attract more customers.

Some of the context and outcome events relate to all three BM
design elements. With deregulation, the larger firms in the elec-
tricity retail market allowed the smaller firms to take the lead in
introducing new marketing ideas and innovative pricing structures.

6.1.3. Challenge period (2009—2010)

In this period, AlphaEl's BM strengthened its focus on the
customer lock-in BM design theme. As other electricity retailers
adopted the active sales approach and as the electricity retail
market matured, competition increased.

The people events related to the BM design element of gover-
nance that increasingly linked to the change in CEO, the external
hiring practice, and, in particular, the resignation of the Founder.
When the Founder resigned, AlphaEl experienced something of an
identity crisis (Doherty et al., 2014). As the original social entre-
preneur, the Founder was AlphaEl's key driving force. Although the
Second CEO was soon employed, the Founder's departure was
worrisome as far as the achievement of the company's social vision
and its commercial goals.

The idea events related to the BM design element of content
were fewer. As the media attention on the company's innovative
marketing strategies decreased, these strategies appeared less
attractive to customers. AlphaEl continued to focus on active sales
and did not innovate its BM. As Waldner et al. (2015) conclude,
industry competition sometimes hinders BMI.

The transactional events related to the BM design element of
structure did not change. AlphaEl continued to work with its
various partners.

The context and outcome events related to the three BM design
elements (content, structure, and governance). The unforeseen
increase in the electricity spot market price, which resulted in a

‘near-bankruptcy’ situation for AlphaEl, destabilized the company's
value propositions and increased its business risk. Stagnation in
customer growth exacerbated the problem. AlphaEl was not
especially well-prepared for these events; the Founder's business
philosophy of ‘keep it simple’ no longer seemed as appealing. To
meet this challenge, after borrowing funds on a short-term basis,
AlphaEl continued to operate in a business-as-usual manner.

6.1.4. Treading Water period (2011 to March 2015)

In this period AlphaEl's BM focused on the BM design theme of
efficiency. The deepening internal crises at AlphaEl, combined with
fierce price competition and customer stagnation, required the
company to reduce costs and to work more productively.

The people events related to the BM design element of gover-
nance were critical in this period. As AlphaEl's practice of external
hiring increased, the company acquired new competences, skills,
and knowledge.

The idea events related to the BM design element of content
increased when internal processes improved and profitability
increased.

The transactional events related to the BM design element of
structure because the company's partnerships and other relation-
ships were well-established.

The context events were increasingly important as the deregu-
lated industry matured and became more competitive.

6.2. Trajectory of AlphaEl's BM

AlphaEl's BM trajectory was characterized by small, incre-
mental changes. Thus, the trajectory, with its trial-and-error,
discovery-driven experimentation, was more action-based than
analysis-based (Demil and Lecocq, 2015; McGrath, 2010; Sosna
et al., 2010). Since the company's founding, a powerful social
vision, coupled with reliable partnerships and social networks,
guided its BMI. The Founder's social networks, as key contribu-
tors to company success (Dacin et al., 2010; Sharir and Lerner,
2006), were very important for enrolling the initial customers
and for acquiring start-up capital. The immature, deregulated
market when AlphaEl was founded allowed the company to gain
a competitive advantage as it experimented with novel sales and
pricing strategies. As AlphaEl's innovative BM attracted cus-
tomers, the company's experienced rapid growth in its early
years.

Between 2001 and 2015, AlphaEl's BM evolved from an initial
novelty focus to a customer lock-in focus and then to an efficiency
focus (Zott and Amit, 2010). This finding is consistent with
Christensen et al. (2016) ideas about the three stages of BMI:

Efficiency-
i centered BM
Intentional
. . lock-in BM
Unintentional
lock-in BM
=
°
a
Novelty-
centered BM
2001 / March 2015

Creation Growth Challenge Treading water
period period period period

Fig. 2. The trajectory of AlphaEl's BM (authors' visualization).
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creation, sustaining innovation, and efficiency. Fig. 2 depicts
AlphaEl's BM trajectory from its founding in 2001 to March of 2015,
when the research period concluded.

AlphaEl had a novel BM for its industry when it was
founded. Although the company did not create the electricity
retail market, it introduced innovations when the market
deregulated. Because competition was not yet intense when the
company was founded, it was easier then for AlphaEl to introduce
market innovations than it would have been at a later time
(Waldner et al., 2015; Zott and Amit, 2007). For AlphaEl, BMI was a
process of generating “actionable ideas for value creation” (Snihur
et al,, 2017, p. 1).

The Founder used creative measures in the Creation period
to challenge the status quo in the industry. As Dacin et al.
(2010, p. 48) state, “social entrepreneurs rarely allow the
external environment to determine whether or not they will
launch an enterprise”. As a social entrepreneur, the
Founder was the main driver of the measures that underpinned
AlphakEl's initial BM and aspects of its subsequent BMI (see Hahn
and Ince, 2016). These measures included the web-based busi-
ness solution for the electricity retail market, new sales strategies
(active sales), and collaboration with key partners. The
Founder also spent considerable time and effort in “teaching” his
partners and customers the benefits that could be expected from
his novel BM. He also worked hard to attract and retain cus-
tomers as the competition increased. These activities are
consistent with the opportunity development literature that
emphasizes the importance of investors, customers, partners, etc.
in new ventures. Such actors can provide knowledge and feed-
back (Dimov, 2007; Snihur et al., 2017). Thus, a SE requires social
support for a novel BM that is sustainability-driven (Wry and
York, 2017).

In the Growth period, when AlphakEl shifted its focus (uninten-
tionally) to customer lock-in, more customers enrolled and profits
increased. AlphaEl was able to make its first charitable donation.

In the Challenge period, the customer lock-in focus intentionally
strengthened because of the stagnation in customer growth. Owing
to its ‘near-bankruptcy’, AlphaEl had to make changes in its BM
(Osterwalder and Pigneur, 2010).

In the Treading Water period, efficiency was a key theme of
AlphaEl's BM as the company reduced operating costs, decreased
customer transaction costs, and improved customer communica-
tions. The results, measured in terms of new partners and new
customers, were favorable.

During the 15-year period that this research covers, AlphaEl
experienced several changes in leadership. With each change,
managerial flexibility increased, managerial inertia decreased, and
more traditional managerial control appeared. These changes
facilitated the transition from a novelty-centered BM to an
efficiency-centered BM (Dominguez-CC and Barroso-Castro, 2017;
Zott and Amit, 2010). Yet, paradoxically, after the Founder-First CEO
resigned, AlphaEl entered a period of financial crisis. The company
had not yet fully recovered from this crisis when the field research
ended.

The findings from this case study of a SE are of interest when
compared to some findings related to traditional companies. Pre-
vious research on SEs has mostly demonstrated that SEs have
much greater difficulty in scaling up their business than other
entities (Bacq et al., 2011; Bocken et al., 2016). As Bohnsack et al.
(2014) emphasize, new entrants to an industry must rely on
new sources of value creation in order to attract new customers.
This requires modifications to a company's BM, which explains
AlphaEl's initial success. Yet AlphaEl's continuing success is, at
least in part, attributable to its adoption of traditional business
practices. As the market matured and competition increased,

AlphaEl became less innovative (Bacq et al., 2011) and its BMs
became less flexible (Christensen et al., 2016). AlphaEl focused on
cost reductions and increased efficiency in its operations and with
its partnerships.

Although many traditional enterprises foster an image of social
responsibility, typically their main focus is the increase in owner/
shareholder value. SEs may share this focus, but their primary focus
is social responsibility. Economic activities for SEs are the profit-
making means to a social value end (Bacq et al., 2011; Granados
et al., 2011; Hlady-Rispal and Servantie, 2016). Despite some sim-
ilarity to traditional enterprises, a SE with both a social vision and a
financial goal has a high level of complexity that may endanger its
growth and even its survival (Bacq et al., 2011; Zahra et al., 2009).

6.3. Impact of AlphaEl's new BM on the industry

AlphaEl introduced several novel activities to the electricity
retail market. First, AlphaEl used a new (active) sales approach
to attract customers. Second, AlphaEl focused exclusively
on innovative dynamic pricing contracts that reduced consumers’
electricity costs. Third, AlphaEl used a legal instrument, the power
of attorney, with its new customers that simplified
provider exchanges. Other companies in the electricity retail mar-
ket imitated these practices that are now standard in the industry.
This finding is consistent with Wilson and Post (2011) observation
that SEs motivate traditional actors in the market to change their
activities and approaches, even if, as in AlphaEl's case, the SEs
eventually exhaust their initial competitive advantage.

This finding also shows that SEs, as new entrants in a market,
may even enjoy greater success with their novel practices than
existing companies that eventually adopt those practices (Bohnsack
et al.,, 2014). As McGrath (2010) and Prahalad (2004) point out, the
dominant company (and industry) logic may deter existing com-
panies from changing their BMs.

However, as Teece (2010) explains, competitors may eventu-
ally adopt these novel and successful BM elements. When this
occurs, the dominant logic of an industry changes. In the area of
social value creation, SEs may motivate sustainability-driven
changes (Rahdari et al., 2016). This finding is consistent with
Gordon (2016) conclusion that the SE is a purposed system that
can, like new technologies, disrupt the broader system of which
it is a part.

Although, AlphakEl, as a SE, is a small electricity retailer, it is a
member of a monopolistic industry dominated by large companies.
Yet the AlphaEl history reveals that it is possible for smaller com-
panies to operate and innovate in such industries. When small
companies with innovative BMs enter rather closed markets, they
may cause larger companies to adopt new business strategies and
tactics (Bohnsack et al., 2014; Wilson and Post, 2011). It may be
argued that AlphaEl created a value proposition that changed the
industry. Its socially and environmentally friendly solutions for
electricity customers resulted in lower electricity cost, better
customer service, and the increased availability of environmentally
certified electricity. These are results consistent with the social
goals described in the SE literature (Battilana and Lee, 2014;
Doherty et al., 2014; Haigh and Hoffman, 2014).

7. Conclusions

The purpose of this paper is to explore business model inno-
vation driven by sustainability issues at a SE operating in the
Scandinavian electricity retail market. The paper uses empirical
evidence from a case study of a SE as it developed its BM over a
period of nearly fifteen years. Thus, the paper adds to the research
on BMI with a specific focus on the SE context. This paper identifies



78 S. Olofsson et al. / Journal of Cleaner Production 175 (2018) 70—81

various key events in the case company's BM trajectory and relates
them to three BM design elements and four BM design themes. This
section summarizes the main conclusions from this research and
offer comments on its managerial implications. This section also
describes the research limitations of the study and proposes sug-
gestions for future research.

This study contributes to the research on BMI as an organiza-
tional change process. The conclusions are consistent with findings
by Christensen et al. (2016) and Frankenberger et al. (2013). The
study shows that for SEs, driven by a strong vision as they scale up
the business activities, over time the focus of BMI shifts from
novelty, via lock-in of customers, to efficiency of the internal
management routines. Additionally, the customer lock-in focus is
essential during the period of market penetration and
development.

The study also shows that success for SEs in specific industries

Table A-1
Interview details.

Foundation (Grant No. 20120315). The authors thank the anony-
mous reviewers for their helpful advice and comments. The authors
also thank the case company and the interviewees for their
participation in the study.

Appendix A

Appendix A presents general details of the primary data
collected in the 16 interviews and the two focus groups.

Fifteen of the interviews were conducted face-to-face at
the AlphakEl office. The interview with the founder was conducted
at another location. Some interviewees also participated in the
focus groups. The length of the interviews varied between 30 and
90 min. All interviews were conducted in Swedish and were
recorded and transcribed. See Table A-1.

Participant Interviewee position

Contribution to study

1 Founder/1st CEO

2 3rd CEO

3 2nd CEO

4 Marketing Director

5 Chief Operations Officer

6 Service Manager

7 Project Office Manager

8 Business Analyst

9 Chief Financial Officer

10 IT Manager

11 Customer Service Manager
12 PR Manager

13 Social Media Communicator
14 Business Development Manager
15 Telemarketing Manager

16 Communication Manager

Foundation, start-up, early years

Strategic choices 2009—2015

Sales development, strategic choices

Marketing and sales developments 2005—2015

Business development, organizational change

Customer relations, employees as a key resource

Innovation, change project on working processes

Analysis developments

Financial developments

IT developments, communication and organizational changes
Customer relationships

PR, communication, value propositions

Social media, communication, value propositions

Business development, decision processes

Sales channels, customer behavior

Customer relations, channels, value propositions, communication

(e.g., the competitive electricity retail market) may depend on
companies’ ability to create new and innovative BMs (e.g., Souto,
2015). The study shows that the success of BMI for SEs in a spe-
cific industry, in this case the energy sector in a Scandinavian
country (Sweden), occurs when companies consider both costumer
needs and industry issues related to sustainability. Furthermore,
SEs with innovative, sustainability-driven value proposition and
BMs, as new entrants on the market, can introduce novel practices
that eventually may spread throughout the industry,- These new
practices may lead to changes in the dominant industry BM as well
as in the dominant logic of the companies in that industry.

For SE managers, the study suggests how social entrepreneurs
can shift their BM focus when they need to increase their customer
base, scale-up their productivity, and improve their efficiency. In
particular, social entrepreneurs should consider a focus on novel
innovations, customer lock-in, and efficiency when their industry
changes and the competition increases.

This research derives from a single case study. Therefore, the
conclusions of this study are tentative. Additional research on BMI
at SEs in other industries are needed that might test the findings of
this study. Such research may confirm, complement, or even dis-
count our conclusions. Future research may use different theoret-
ical approaches and other case studies to compare successful and
unsuccessful SEs as they engage in BMI over time.
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The purposes of the focus groups were to complement other
data and to map AlphaEl's current BM. The focus groups, which
were held at the company office, lasted 90 min each. Small groups
were assembled so that all participants could participate actively.
The discussions, which were in Swedish, were audio-recorded and
transcribed. See Table A-2.

Table A-2
Focus groups.

Session Participants Contribution to study
codes from Table A-1
Focus Group1  2,4,9 Mapping and discussing
current BM
Focus Group2 6,7,9, 14 Mapping and discussing current BM

Appendix B

Appendix B gives an excerpt of the two-step data analysis. Both
Table B-1 and Table B-2 relate to AlphaEl's Creation period
(2001—-2004).

The types of events were used to create a blueprint for the
analysis. The framework types for the main and secondary events,
presented in Table B-1, are the following: P (People), I (Idea), T
(Transaction).

Table B-1 illustrates an excerpt of the initial analytical proced-
ure. Although the main events might not trigger a BM change, they
might generate secondary events that trigger a change in the
BM.
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Table B-1

Main and secondary events in the Creation period (P = People, | = Idea, T = Transaction).

Event Main event Secondary event

types Label Description Appellation Description

P 1.1 The founder laid off employees 1.1.1 The Founder resigned from his company because he was unhappy. He began
to look for future projects.

| 1.2 Vision: Contribute to a better world 1.2.1 The Founder looked at existing businesses. He only found NGOs, but he did
not want to work at such organizations. His main passion is
entrepreneurship. However, at this time, entrepreneurship was really only
associated with making money for oneself and not for sharing it with others.

1 13 The founder read Happiness! by the Dalai Lama 131 The Founder realized he could use his passion for entrepreneurship in order
to contribute to a better world. As a result, the foundation that owns AlphaEl
was formed.

T 14 The founder presented two friends with a 1.4.1 This meeting led to a long-lasting collaboration in which AlphakEl received

business idea on web-based business solutions

web-based business solutions that have created stability. The customer data
are maintained in a single system.

Table B-2 illustrates the next analytical step in the categori-
zation of the main events as a time sequence. This categorization
was useful for developing an overview that facilitated structuring
the data.

Table B-2
Categorization of main events as a sequence in the Creation period.

Event category Event label

People 1.1
Idea 1.2 13
Transaction 14 1.5 1.6 1.7 1.8 1.9
Context
Outcome . 1.10
—> Time
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