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Abstract

The aim of this article is to specify the business models and their use when companies
enter to foreign markets. An integral part of this is the digitization of today’s world,
including business models. The purpose of the article is to map the level of knowledge
about business models, the impact of digitization on them and how companies to
enter specifically German market from business models point of view. The aim of this
article is to compare concept of business model as such, its use and access to
digitization. By comparing literary revisions, the author will focus on the Canvas
business model, which meets the criteria for entering the foreign markets and its
structure and uses it as a “winner” among other models. According to results, it is
necessary to prepare internal corporate environment in context to digitization, when
trades enter to unknown foreign markets.

Keywords: business models, Canvas business model, Lean Canvas business model,
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Introduction

This article presents the topic of future research with links to the growth of the digital
economy in European countries, e-commerce, digital business models, and, above all, the
digital transformation of businesses. The digitization trend can ensure competitiveness
and sustainability in an international environment. The article also develops the logic of
the study, including the goal, survey methodology, research, summary and conclusion.
The digital economy is “that part of economic output derived solely or primarily from
digital technologies with a business model based on digital goods or services” (Bukht and
Heeks, 2017).
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The most valuable businesses in the world have embraced digital business models.
According to Financial Times UK, seven out of the ten most valuable companies in the
globe in 2010 and 2017 are digital businesses. Digital business model is transforming
several businesses around the world examples of which are Alphabet (Google), Facebook,
and Amazon. Many authors describe linkage between internet and internationalisation
and emphasise the impact of technological development in market entry (Madsen and
Servais, 1997; Musteen, Francis and Datta, 2010; Johanson and Martin, 2015; Kim, et al.,
2011).

Internationalization is one of the basic concepts that can be encountered when studying
export behaviour. Itis so closely related to export and its research. According to Katsikeas,
Leonidou and Morgan (2000), the export debut is even the most significant point in the
process of internationalization of the company. Inter-nationalization is a term that is a
superior term to the term export.

As with other export performance terms and concepts, it is not possible to find its only
and generally accepted definition and the only theory to explain it in its entirety. This
shortcoming is all the more so because the beginnings of internationalization
considerations can be found in the works of Adam Smith and David Ricardo (Fillis, 2001)
and are more than two centuries old.

Globalization can be seen as a phenomenon where business operations are managed
globally and not just in a few selected countries. It is characterized by the worldwide
integration of competing markets and businesses facing global competition.

Examples of businesses can be companies that are referred to in the literature as
international new ventures or born globals. These have been and are able to
internationalize in one single step and do not go through the different phases as these
phases are predicted by the internationalization phase models. The existence of born
global demonstrates, among other things, that the pace of internationalization of
businesses is accelerating.

This research will contribute to new knowledge and understanding of how digital firms
evolve and internationalize. This is the first research that deals with the in-depth look at
what it represents the business model of the digital internationalization of companies by
combining international business knowledge, digital internationalization and business
modelling literature.

Theoretical Framework of Internationalization

A large number of forms of entry to foreign markets can be found in the literature. The
traditional criterion according to which the individual methods are classified is their
capital intensity. According to this criterion, non-capital and capital input forms are
recognized (Kotler and Keller, 2012):

e Indirect export: It is the easiest and most common way to enter foreign markets.
Indirect export is suit-able for businesses that do not have enough capital (no or
minimal investment required) or sufficient export experience. The disadvantage
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is that the company has no contact with foreign markets and no control over
foreign activities. An enterprise can take an active or passive approach to indirect
export. An active approach means that the company seeks export opportunities to
new markets. In a passive approach, the company exports only occasionally and
does not systematically seek out opportunities in foreign markets. The lack of
export experience can be overcome through cooperation with an independent
intermediary company.

Direct export: Direct export means that the company no longer needs any
intermediaries to secure export activities and bears all the risks associated with
activities on foreign markets. It follows that the company no longer has to pay any
remuneration to intermediaries. Direct export chooses businesses that already
have export experience. The risk is higher than for indirect exports, but the
company can influence its operations in foreign markets.

Contractual forms of entry to foreign markets: In the case of indirect and direct
export, the company tries to succeed on foreign markets thanks to its products.
Contractual forms of entry to foreign markets represent a fundamentally different
way of entering new markets. Businesses enter the international environment
with their intangible assets and knowledge that are provided under a contract.
There is a relatively low risk associated with this form of entry. The disadvantage
is that after the period for which the contract has been concluded, a competitor
can use it to grow abroad, using the intangible as-sets and knowledge that were
the subject of the contract.

Joint venture: A joint venture creates a new joint venture that is owned and
controlled by two or more businesses. Undertakings having ownership interests
in a joint venture retain economic and legal autonomy. The advantage of a joint
venture is that it allows a foreign venture to use the knowledge and built-up
relationships of alocal partner. The disadvantage is the need to find a compromise
in strategic decisions, sharing knowledge (similar to licensing) and higher risk.
Direct investment: Direct foreign investment is the most capital intensive and
also the riskiest form of entering foreign markets. An enterprise may purchase an
existing company abroad, establish a subsidiary or a foreign branch abroad. The
difference between a subsidiary and a foreign branch lies in its legal personality.
The subsidiary has legal personality, a foreign branch no: it cannot enter into
contractual relations. In the long run, the direct foreign investment of a company
can bring a number of benefits. These advantages include lower production costs
and the possibility of using investment incentives.

It follows from the above that businesses today can choose from a wide range of entry
into foreign markets. Choosing the right form of entry into foreign markets becomes a
very difficult decision. The difficulty of the decision is mainly due to its difficult future
revision, whether it is time or money.

Schellenberg, Harker and Jafari (2017) research a wide range of literature on ways to
enter the international market. This is a crucial and strategic issue for managers in
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growing organizations of all sizes in all sectors. A set of key internationalization theories
are then systematically and critically reviewed: transaction cost approach, institutional
theory, eclectic paradigm, and inter-nationalization model in Uppsala.

Determination and Definition of Business Model and its Configuration

This part of article is divided into sections. First, it presents definitions, meanings, and
elements of the business model. Second, the configuration and application of business
models in international business literature, especially in terms of identifying
opportunities and creating value.

Zott and Amit (2008) define a business model as "a structural template that describes the
organisation of a focal firm's transactions with all of its external constituents in factor and
product markets".

According to Teece (2010, p. 20), a business model is "management’s hypothesis about
what customers want, how they want it and what they will pay, and how an enterprise
can organise to best meet customer needs, get paid well for doing so". This definition is
similar to the conceptualisation of a business model by Bossidy, Charan and Burck (2009)
who note that a business model consists of: a firm’s external realities (financial history of
the industry, overall business environment, customer base, root-cause analysis which
determine best solutions to the firm’s problems); its internal activities (strategy,
operations, people and organisation); financial targets (operating margins, cash flow,
capital intensity, revenue growth, and return on investment); and importantly iteration
which tests and refines the model in different application contexts. See the Figure 1
illustrating the base business model.

Figure 1: The base business model

External realities Internal activities

MODEL

Financial history of your industry
Overall business environment
Customer base People
Root-cause analysis Organization

\ Financial target /

Operating margins
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Revenue growth
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Operations

Repeated iteration produces
tested, actionable models

Source: Bossidy, Charan and Burck (2009).
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The following notes discuss further the notion that strategy and business model are
intimately linked, though subtly different in meanings.

The above model is referred to as a base business model in this article because it shows
the key aspects of a meaningful business model in the way it links the external and internal
environments and the usual financial performance metrics.

Business model and strategy are often used interchangeably by many researchers and
business practitioners; they are quite distinct but complement each other. Magretta
(2002) outlines differences and similarities between strategy and business model.
Business model describes how firms create and deliver value to customers, while strategy
determines how a firm uses the business model to gain competitive advantage (Markides
and Charitou, 2004).

Daas etal. (2012) claim that business model (BM) can be described as "the way a company
or company network is trying to make money and create value for customers" (Haaker,
Faber and Bouwman, 2006) and can be defined as a plan describing the service definition
and intended value for the target group, income sources and provision of service delivery
architecture, including a description of the resources needed and an organizational and
financial agreement between the involved entrepreneurs, including a description of their
roles and the distribution of costs and revenues between business entities.

Shafer, Smith and Linder (2004) mention that many authors offer a definition of business
model. "Our own review of relevant literature revealed 12 definitions in publications in
1998-2002." However, none of these definitions has been fully accepted by the business
community. This may be due to many different aspects (E-business, strategy, technology
and information systems).

Franceschelli, Santoro and Candelo (2018) state that business model is important because
it relates to the way a product or technology is commercialized and creates value
(Chesbrough, 2010). In fact, a product or technology alone does not create value without
an efficient and valuable business model (Johnson et al., 2008). Likewise, it is possible to
define a business model as a logic according to which the company it works and creates
value for all stakeholders (Casadesus-Masanell and Ricart, 2011).

More specifically, Lindgardt et al. (2009) suggest that the business model is composed of
two main elements, namely a value design and an operating model. The first part contains
target segments, product or service offered, and revenue model. The second part consists
of a value chain, a cost model and an organization.

Osterwalder (2004) discusses whether to compare business models. He states that the
general characterization and classification of business models could be an interesting
direction of research in order to match them. Timmers (1998) classifies business models
between the degree of innovation and the degree of integration.

Mason and Spring (2010) see BM development as positive, improving and innovative.
They point out that by the year 2000, the concept of business models was mostly cited by
internet businesses. The concept of business model has often been used to explain how
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emerging types of businesses (e-markets, online service providers) could actually make
money. This was vital in an industry that was not known to potential investors. Writers at
that time saw business models as descriptions of the roles of various "network actors"
(Timmers, 1998) and flows between product, service, information and income actors
(Weill and Vitale, 2001).

Souto (2015, p. 145) defines business model innovation as “a new configuration of what
is done in the company and how it is done, to provide a new value proposition to
customers”. In other words, it is the new or significantly improved system of activities
required for the generation of a new value propositions.

Burmeister, Liittgens and Piller (2016) focus on innovation of business models for
Industry 4.0, i.e. the implementation of cyber-physical systems across the value chain and
the far-reaching digitization of products and processes is considered a significant change
in our current industrial system. According to Teece (2010), they define the business
model as a managerial hypothesis about what customers want, how they want it. How a
business can organize itself to best meet its needs and get paid and make a profit.

Methodology

The purpose of the research as base for this paper is to find out literary overview, then
comparison of author’s views on the use of business models, their innovation an
adaptation under the influence of digitization. Looking at the creation of own business
models, exploring areas of knowledge and possible ways of entering to foreign markets.
The aim of this article summary is to compare author’s views in the concept of business
model as such, its use and access to digitization. Focusing on this area can lead to future
research. This literature review focuses on recent literature.

Since itis necessary to determine the relevance of potential business model, it is necessary
to examine specification of relevant business models what can be obtained. In order, to
achieve this aim it was necessary to choose an approach to achieve the following
objectives:

1. Overview of relevant literature focusing on business models;
2. Draw conclusions based on the survey.

To achieve objectives mentioned above, it was necessary to carry out the analysis of
selected articles, studies and other publications, which are included in scientific
databases.

Results

The different definitions of business model (see Tab. 1) and terms used to describe the
business model process make it difficult for researchers to reach consensus on what
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constitutes a business model (Linder and Cantrell, 2000; Osterwalder, Pigneur and Tucci,
2005; Zott, Amit and Massa, 2011).

Tab. 1: Definitions of business model
Author Definition

Amit and Zott, (2001, p. | The business model describes content of business
511) transactions with high control focus as reaction of the
business opportunities in a market.

Chesbrough and The business model includes rational activities, which
Rosenbloom (2002, p. link technical potentials with required economic
529) value.

Magretta (2002, p. 4) Business models represent a description how

business activities are realised. Relevant business
model can explains specification of customer and
value for consumer, what lead to money earning with
adequate costs.

Morris, Schindehutte A business model is brief explanation of connections
and Allen (2005, p. 727) | between individual areas of economics, venture
strategy and construction. These areas are considered
as key ones how is possible to create long-time
sustainable competitive advantage.

Casadesus-Masanell and | A business model reflects corporate activities that
Ricart (2011, p. 102) were realised under condition of complex strategy.

Teece (2010, p. 179) A business model expresses the logic, that the facts
and other data support a value offer for the customer,
and a possible structure of revenues and costs for the
firm delivering that value.

Zott and Amit (2010, p. | Itis created on base of interconnection of activities in

216) the company. These business activities must be
multidisciplinary, crossing boundaries of the
company.

Source: Authors.

The business model constructs encompassed by these definitions include: the
architecture or plan of a business; content, structure and governance of transactions;
value creation via exploitation of business opportunities (which directly links business
models to entrepreneurship theories); economic value; ‘stories’ about how enter-prises
work; concise representation (typically graphically or in tables) of the interconnections
among key aspects of how a business works (as we will see in the business model canvas
later, for example); and crucial elements like customer value propositions, revenue and
profit formula and processes.

The primary idea is to be able to simply imagine the individual parts of the model as well
as the model as a whole. This can be achieved by printing a large copy of the nine Canvas
building blocks on a large paper or canvas (hence the name) and placing the copy on the
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wall so that more people can also look at the same model and think, discuss and imagine
how to create the right business model (Daniel, Wilson and Myers, 2002).

Components of e-business models by Zott, Amit and Massa (2011) and business model
canvas by Osterwalder and Pigneur (2010) are important elements of the conceptual
framework for this research. E-business models describe how businesses create value
through the internet, for example customer relationshi management, product innovation,
and infrastructure. Business model canvas is a strategic management and lean-start-up
template for developing a new or documenting existing business models (Osterwalder
and Pigneur, 2010). However, it is not only start-ups that benefit from using the business
model canvas; it is a strategic tool which facilitates the evolution of existing firms like
SMEs and multinational firms. Augmenting the elements of the canvas with e-business
components makes it more suitable for supporting the development of digital
internationalising firms. This view is implemented in the proposed conceptual framework
for this research, later in this chapter. It also helps existing firms to align their new
business.

Testing the assumptions of a business model through the steps of the business model
canvas and doing appropriate risk quantifications to understand what might occur in the
future mong stakeholders in the canvas, helps to achieve good fit between value
propositions and customers’ needs. Developing prototype products and services using the
canvas and testing them with prospective customers is an effective way to build successful
business models (Blank and Dorf, 2012; Trimi and Berbegal-Mirabent, 2012).

The researcher notes in a nutshell that the nine stages of an integrated business model
are almost equally power-fully developed in both Osterwalder and Pigneur (2010)
business model canvas and Amit and Zott (2001) components of e-business models. The
components serve as some important elements of conceptual frameworks for building the
IBMT in this research. A theoretical justification for using the canvas is the fact that its
elements, in addition to explicating the nine important stages of a business model,
consider the design features (context, structure, and governance), as well as the design
themes (novelty, lock-in, complementarity, and efficiency) noted by Zott and Amit (2010)
as core facets of an e-business model. Table 1 depict business model canvas and
component of e-business model.

Discussion

According to the literature used, the author summarizes the fact that not only modern
technology of today's age is undergoing dynamic development, but also organizations
with their business models have to adapt to rapidly changing trends. In fact, the business
model is a personal story that describes how a business works, what value it creates, who
it serves, and the way it generates profit. The main goal of each company should be to
create a business model to ensure a relatively sustainable or long-term growth and
financial sustainability of the business.
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The Canvas business model, as the answer to previous results, ranks among the widely
used, clear-cut and clear business models. The authors also emphasize the economic and
social benefits of the business model (Kiihn et al., 2018; Urban et al., 2018).

Ideally, exploring business models should be done as a whole, but it is also possible to
explore selected parts of the model. The author appeals to the importance of adapting the
business model to customer needs. Because the fact that a business model works
anywhere in the world does not mean it will work in the Europe. Tab. 2 provides a
specification of parameters in business model Canvas.

Tab. 2: Specification of parameters in business model Canvas

Key partners
(KP)

Who are our Key
partners?
Who are our Key
suppliers?
Which Key
resources are we
acquiring from
partners?
Which Key
activities do
partners perform?

Key activities
(KAs)
What Key activities
do our Value
Propositions
requires; our
distribution
channels;
customer
relationships;
revenue streams?

Value propositions
(VP)

What value do we
deliver to the
customer?
Which one of our
customer’s problems
are we helping to
solve?
What bundles of
products and services
are we offering to each
Customer Segment?
Which customer needs
are we satisfying?

Customer Customer
Relationship (CR) Segments
What type of (CSs)

For whom are
we creating
value?

relationship does each
of our Customer?
Segments expect us to

establish and maintain Who are our

with them? most
Which ones have we important
established? customers?
Who are they

integrated with the rest
of our business model?
How costly are they?

Key resources
(KR)

What Key
resources do our
Value Propositions
requires; our
distribution
channels;
customer
relationships;
revenue streams?

Channels (C)
Through which
channels do our
customer segments
want to be reached?
How are we reaching
them now?

How are our channels
integrated?

Which ones work best?
Which ones are most
cost-efficient?

How are we integrating
them with customer
routines?

Cost structure (CS)

Which key resources are most expensive?
Which key activities are most expensive?

What are the most important cost inherent in our business model?

Revenue Streams (RS)
For what value are our customers really
willing to pay?
For what do they currently pay?
How are they currently pay?
How would they prefer to pay?
How much does each revenue stream
contribute to overall revenues?

Source: Authors.

According to the requirements from the market and technology development, canvas
business model is considered as rigid tool on the way of supporting businesses in global
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environment. Therefore, Canvas model was transformed according to conditions of lean
form and Industry 4.0 into Lean Canvas model. Lean canvas model includes more areas
except traditional canvas areas. These new areas are (Maurya, 2012):

e Problem: definition process as prevention of wasting key sources such time,
money on the way of creation product or solution;

e Solution: after problem definition it is important to design and describe final
product;

e Key Metrics: recommendation for start-ups is to define at least one key metric by
which is evaluate the range of products or services. Choice of right metric could
have significant impact;

e Unfair Advantage: from fundamental of start-up could be defined kind of unfair
market advantage because of the uniqueness of provided product.

The basic principles in lean canvas, which help to identify potential risks, help to design
plan in better way. These principles are (Nidagundi, Novickis, 2016):

(1) Forming a document with description of future activities (a plan);
(2) Determination of process wastage in connection to designed plan;
(3) Periodic verifications of reached results according to plan.

The core principles of Lean Canvas include six areas, on which organization must focus on
(Nidagundi, Novickis, 2016). These areas are as follow:

e Ideas: generating of solution for customer’s problems;

e Build: focus on continuous development of corporate activities;
e Product: producing generated solution;

e Measure: description of created results from realised activities;
e Data: data verification according to defined aims;

e Learn: improvement of activities on data base.

All of these areas are put into circle loop, where is necessary to work continuously in long
period. The connection of individual areas is shown in Figure 2.

According to Duarte, Rosario and Cruz-Machado (2019) lean business model is important
answer on environmental issue of global governance. Companies must adapt and
integrate their corporate activities to meet green requirements on the way of
improvement of global supply chain. In conditions of industry 4.0 it is important to start
apply lean business model in effective definitions of individual parts, and work with the
highest influence in digitization processes (Kovacs, 2018).
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Figure 2: The base Lean Canvas Business model life cycle

(b Learn Ideas w

Data Build

L Measure < Product J

Source: Nidagundi and Novickis (2017).

Conclusion

The main objective was to assess a greater number of authors in the assessment of
business models in the sector under study or across disciplines. Furthermore, the author
considers it necessary to try to analyse the possibilities of innovation and adaptation of
business models and their impact on the use in the foreign environment. In the future, the
Canvas business model (in all potential varies) will certainly be the focus of research and
innovation will be the innovation of business models as it enters foreign markets
(Doganova and Eyquem-Renault, 2009; Fjeldstad and Snow, 2018).

Lean business model with focus on green requirements is accepted by large professional
audience and it is considered as business advantage in competitive battle. Specific
position of lean business model is its usage by start-ups regardless to industry or market
(Martinez Leén, Calvo and Amodio, 2017; Ibafiez-Forés et al., 2016; Verrier, Rose and
Caillaud, 2016). Relevance of relationship between lean canvas and industry 4.0 verify
Sony (2018) and Varela et al. (2019) as actual connection for each company and
organization, not only in well-developed countries, but especially in developing countries
(Mas-Ruiz, Ruiz-Conde and Calder6on-Martinez, 2018; Surdu et al., 2018).
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