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Abstract 
 

This is an ethnographic study of business model innovation in an established manufacturing 

company. The motivation of the thesis is to propose a sensemaking (Weick, 1995), with focus 

on enactment (Weick, 1979), analysis of a business model innovation process, stepping outside 

the usual perspectives employed in analysing such a phenomenon, namely activity system, 

dynamic capability and transaction costs, discovery driven or cognitive perspective. 

 

The research question guiding the thesis is:  

How do established companies enact new business models?  

 

The innovation of business models in established companies is an intricate process, and a 

mountain to climb in the eyes of top management. Often, in the choice between innovation and 

control the latter wins. Studies have shown that technologies and processes, which have the 

potential to challenge the exiting model, are being filtered out. In here, the dominant logic, and 

so-called managerial inertia, is defining the selection criteria. However, in face of perceived 

serious exogenous factors, such as financial crisis or losing significant market shares, companies 

are left with nothing else than the choice of innovating their business model.  

The question then arises: why do managers leave such an important decision to the last minute? 

While Clayton Christensen (2003) offers a resource-based answer, arguing that new models are 

ÒunattractiveÓ since they would require a significant effort on building up new resources for an 

unpredictable profit, Chesbrough and Rosebloom (2002) explain that it is a sensemaking matter. 

Managers act on contextual rationality and they often struggle in overcoming obstruction and 

confusion.  
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The research conducted under a discovery driven and cognitive perspective is in consensus with 

Chesbrough and Rosebloom (2002) argument, and state the need of sensemaking studies for 

unfolding the innovation processes of a business model.  Formulating one possible answer to 

this need is the aim of my thesis.   

By drawing on enactment theory (Weick, 1979), which is the core of sensemaking, it gives the 

opportunity to study the processes of emergence of a new business model when this is not 

triggered by exogenous factors, but by internal sensemaking. Enactment assumes organizations 

to be intrusive and active, to enact their own environment, away from being reactive with the 

sole purpose of responding to exogenous stimuli. Furthermore, whilst the business model is an 

outcome, it is not a fixed one; it is only Òa moment in the processÓ (Weick, 1995: 33), as 

sensemaking is an on-going process.  

My findings show that the difficulty of innovating business models comes from the need of 

overcoming an heterogeneity of interruptions scattered unevenly across the elements of the 

model; while dominant logic is only one of them. Underestimation of the productÕs potential on 

the market, quality versus cost dilemma, divergences between paradigms, a lack of knowledge, 

and a lack of trust between co-development partners, are further interruptions emerged in this 

study. 

These interruptions are being dealt by a team of people, external partners and internal from 

different departments, who are drawing on different vocabularies and believes. Thus, there is a 

need of reaching an intersubjectivity level, where compromise is possible, in order to allow 

innovation to happen. Still, in the urge of reaching moments of stability and creating control too 

fast, more interruptions emerge.  

In these conditions, my study illustrates that the enactment of a business model is not a liner 

process, as shown by the activity system perspective, nor it is strictly dependent on the internal 

resources, but rather an emerging one, a collective effort of reaching temporary intersubjectivity 

that would allow innovation to continue, against ideology, need of control, and divergences 

between paradigms. It is based on continuous action that allows organization to move further, 

and never stand still. Thus, trial and error, experimentation, benchmarking for formulating 

reference points, labelling, co-creation and co-development, permitted the organization I studied 
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to enact. Positive market feedback, possibility of reducing costs productions, and a visionary 

leadership, were the cues that advised against the ideology, allowing the emergence of a new 

business model.  

Therefore, business models are subjective interpretative manners of how managers choose 

which interruptions to focus on and their processes of restoration, influenced by the vocabularies 

they operate with. 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 



 8 

 

 

 

Abstract in Danish  
 

Resume   

Form�let med denne afhandling er at forst�, hvordan en etableret virksomhed udvikler en ny 

forretningsmodel. Afhandlingen bygger p� et etnografisk studie af, hvordan processerne foreg�r 

ved at fokusere p� enacment (Weick, 1979). Derved adskiller analysen sig fra de traditionelle 

perspektiver p� dette f¾nomen, der normalt analyserer aktivitet system, dynamiske kapabiliteter, 

transaktionsomkostninger, discovery driven og kognitive perspektiver.  

 

Afhandlingen forf¿lger dette sp¿rgsm�l:  

Hvordan enacter etablerede virksomheder nye forretningsmodeller? 

 

Innovationen af forretningsmodeller i etablerede virksomheder er en enactment proces og 

topledelsen anser det for at v¾re et bjerg, der skal besejres. N�r valget st�r mellem innovation 

og kontrol, er det ofte kontrollen, der vinder. Studier har vist at teknologier og processer, der har 

potentiale til at udfordre den eksisterende forretningsmodel, ofte blive filtreret v¾k. Det bliver 

hermed den dominerende logik og den s�kaldte ledelsesm¾ssige inerti der f�r lov til at definere 

selektionskriterierne. I lyset af eksterne faktorer som finanskrisen og store tab af markedsandele, 

er virksomheder dog tvunget til at udvikle nye forretningsmodeller.   

 

Man kan undre sig over, hvorfor ledere udskyder en s� vigtig beslutning som udvikling af nye 

forretningsmodeller indtil sidste ¿jeblik. Clayton Christensen (2003) argumenterer ud fra et 

ressourcebaseret perspektiv og forklarer at de nye modeller ikke er attraktive, fordi de kr¾ver 

store investeringer i nye ressourcer, samtidig med at udbyttet af de nye modeller er usikre. 

Chesbrough og Rosebloom (2002) forklarer at det handler om meningsskabelse. Ledere reagerer 

ud fra en kontekstafh¾ngig rationalitet og k¾mper ofte mod forhindringer og forvirring. 
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Resultaterne fra discovery driven og kognitive studier er i overensstemmelse med Chesbrough 

og Rosebloom, n�r de argumenterer for behovet for studier af meningsskabelsesprocesser for at 

forst�, hvordan innovationen af nye forretningsmodeller foreg�r.  

 

Ved at anvende enactment teori (Weick, 1979), der er kernen i meningsskabelse, giver det 

mulighed for at studere, hvordan nye forretningsmodeller emergerer, n�r de ikke skabes af 

eksterne faktorer, men af intern meningsskabelse. Enactment antager at organisationer er aktive 

i at skabe deres egne omgivelser gennem handlinger, hvilket adskiller sig fra ideen om at 

organisationer er inaktive og kun reagerer p� ydre stimuli. En forretningsmodel anses for at 

v¾re et resultat, men er ikke en stabil st¿rrelse. Det er kun ÓEt ¿jeblik i en procesÓ (Weick,1995; 

33), fordi meningsskabelse er en kontinuerlig proces.  

 

Mit studie illustrerer at enactment af en forretningsmodel hverken er en line¾r proces, som 

aktivitet system perspektivet foresl�r eller kun er afh¾ngig af interne ressourcer. Det er derimod 

en emergerende proces, der er afh¾ngig af en kollektiv indsats for at opn� midlertidig 

intersubjektivitet, der g¿r det muligt for innovationen at fors¾tte p� trods af modstand fra 

ideologi, behovet for kontrol og uenighed mellem paradigmer. Det er baseret p� kontinuerlig 

handlen, der tillader organisationen at udvikle sig. I den organisationen, jeg studerede, var det 

trial and error, benchmarking for formuleringen af referencepunkter, kategorier og samskabelse, 

der satte organisationen i stand til at enacte.  

 

Studiets resultater viser at det er sv¾rt at udvikle nye forretningsmodeller fordi det kr¾ver at 

man kan overvinde modellens forskelligartede forhindringer, hvor dominerende logik kun er en 

ud af flere. Studiet viser at undervurdering af produktets markedspotentiale, dilemmaet om pris 

versus kvalitet, paradigmers forskelligheder, mangel p� viden og mangel p� tillid mellem 

udviklerne ogs� er forhindringer for at udvikle en ny forretningsmodel.  

Disse forhindringer bliver h�ndteret af en gruppe af mennesker, eksterne partere og forskellige 

individer fra forskellige afdelinger. De anvender forskellige ordforr�d og trossystemer. Derfor er 

der behov for at opn� intersubjektivt enighed, fordi det g¿r det muligt at indg� et 

kompromis,  der muligg¿r forsat innovation, men denne trang til at hurtigt skabe stabilitet og 

kontrol f�r flere forhindringer til at emergere.  
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Positiv markedsrespons, mulighed for at reducere produktionsomkostningerne og et vision¾rt 

lederskab var de ledetr�de, der advarede mod ideologien og muliggjorde emergensen af en ny 

forretningsmodel. 

 

Det kan derfor konkluderes at forretningsmodeller fortolkes subjektivt i forhold til, hvilke 

forhindringer lederne fokuserer p�, deres processer for opretholdelse og det ordforr�d de 

anvender.  
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Chapter I: Introduction 
 

ÒThe failure of incumbent firms to manage effectively in the face of technological change 

can be understood as the difficulty these firms have in perceiving and then enacting new 

business models, when technological change requires itÓ (Chesbrough and Rosenbloom, 

2002:532). 

 

The aim of my thesis is to analyse the enactment process of a business model within an 

established company through a new theoretical lens, namely sensemaking (Weick, 1995), where 

the focus is on enactment (Weick, 1979). By conducting an ethnographic study, I want to 

contribute to the literature of business model innovation (Spieth, Schneckenberg, and Ricard, 

2014). 

 

Business models, and business model innovation, are considered Òa hot topic in various 

management fieldsÓ (Demil and Lecocq, 2015) but are still underdeveloped and in search of a 

theoretical foundation (Foss and Saebi, 2015; Wirtz et al., 2015) that would facilitate a greater 

understanding of the concept. This field is often studied using perspectives such as the activity 

system perspective (Amit and Zott, 2001, 2012; Zott and Amit, 2008, 2010; Zott, Amit and 

Massa, 2011), the discovery driven perspective (Mcgrath, 2010), the resource-based and 

transaction costs view (Da Silva and Trkman, 2014), and the cognitive approach (Martins et al., 

2015). As their premises are different, the business model and its innovation process gets 

defined differently under each perspective. Hence, business models are analysed as being tightly 

coupled systems, compact units and ÒrealÓ objects which have a structured innovation process of 

Òconcrete choicesÓ (Amit and Zott, 2001; Zott and Amit 2010; Osterwalder et al., 2010, 

Casadesus —Masanel and Ricard, 2010), but they are also defined as subjects in a continuous 

development. This latter point of view, founded through the discovery-driven and the cognitive 
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approach, argues that experimentation is central and managerial cognitive schemata drive the 

innovation of business models (Martins et al., 2015).   

 

Yet, studies under these perspectives do not reveal the enactment processes hidden in the 

emergence of a new business model insight an established company and the processes that allow 

this new model to arise, despite the so-called managerial inertia (Chesbrough and Rosenbloom, 

2002).  

 

In 2002, Chesbrough and Rosenboom defined the term Ôbusiness modelÕ as being a mediation 

device between technology and economic output, arguing that established companies struggle to 

develop new business models that challenge their inertia, identifying Xerox as an example. The 

authors explain that business models are Òcomplex tasksÓ and one needs to approach them 

through ÒsensemakingÓ (Weick, 1995) since managers act on contextual rationality (Chesbrough 

and Rosenbloom, 2002). Chesbrough (2010) underlines the importance of leadership, 

experimentation and effectuation to overcome obstruction and confusion, given a certain 

Òcognitive blindnessÓ (Baden-Fullar and Mangematin, 2013: 423) that impedes business model 

innovation.   

Chesbrough and Rosenbloom (2002)Õs argument that business models should be analysed 

through a sensemaking perspective becomes the point of departure in my study. Moreover, I 

have chosen to use their business model framework, having focus on value proposition, market, 

value chain, value network, cost and pricing model, and competitive strategy, for structuring and 

analysing my empirical data.  

  

Originating in the field of organizational studies, sensemaking describes how people create 

meaning when an unexpected event interrupts the anticipated flow of ongoing situations. 

ÒSenseÓ refers to meaning and ÒmakingÓ refers to the activity of creating something (Weick, 

1995: 7) and it is guided by two questions, namely:  what is going on here? / what is the story? 

and what am I going to do next? (Weick, 1995; Weick, Sutcliffe and Obstfeld, 2005). Thus, 

sensemaking aims to understand how people Òconstruct what they construct, why, and with what 

effectsÓ (Weick, 1995: 4), and it consists of three elements: a frame, a cue and a connection. The 

connection between frame and cue requires enactment. The core of sensemaking is enactment 
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(Weick, 1995), and it is the ÒmakingÓ part of the sensemaking.  Since we are not passive 

inhabitants of our environment, we enact, we real-ize (Weick, 2001: 187) our environment, 

which afterwards influences our choices. Thus, enactment Òinvolves acting on a more complete 

sense made of the interrupted situation, in order to see to what extent it restores the interrupted 

activityÓ (Sandberg et al., 2015: 14). Facing uncertainty and unanalysable markets, managers act 

not only on normative market analyses, forecasting and planning, but regardless of the internal 

resources or dynamic capabilities existent, they Òmay leap before they look, perform trial and 

error to learn what an error is, and discover what is feasibleÓ (Daft and Weick, 1984: 288).  

 

I have analysed the emergence process of a new business model in an incumbent company with 

enactment theory, having focused on the interruptions as triggers for sensemaking, the actions to 

restore the interruptions, and the enacted environment (Weick, 1979); model elaborated in 

chapter three.   

Furthermore, Weick (1995: 4) argues that things cannot be understood outside their context, and 

that a frame of reference will provide a direct interpretation according to a context that 

determines which cues would be noticed, and which actions taken. The context of this thesis is 

an incumbent company which has, over the years, developed certain types of Òbeliefs about 

cause-effect, preferences for certain outcomes, and expectations of appropriate behavioursÓ 

(Weick, 1995: 111) which are localized in the vocabularies of society, namely ideology (Weick, 

1995: 111). Apart from ideology, different vocabularies of work, namely paradigms, are often 

met in companies.  Paradigms - which are Òset[s] of assumptions, usually implicit, about what 

sorts of things make up the world, how they act, how they hang together, and how they may be 

knownÓ (Brown, 1978: 373, in Weick, 1995: 118) are found in companies, where each 

department has its own paradigm. Weick, (1995: 118) explains that encounters between 

different paradigms result in conflicts, being a trigger for a sensemaking process.  

 

When analysing sensemaking in organizations, Weick (1995) underlines the process of going 

from ÒIÓ, an individual sensemaking, to ÒWeÓ, an intersubjective level of reinforcing believes 

and values, to a generic subjectivity, where systems take place of individuals and focus is on 

control. Innovation happens at an intersubjective level (Weick, 1995), while managers often opt 
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for reaching a generic subjective level very fast, hindering innovation. This interplay between 

innovation and control is present in my study.  

 

The frame of my study is an 80-year-old, well-established Danish company in the insulation 

industry. It is cost-focused, engineering oriented company, which has developed a new 

technology with even higher insulation proprieties. The decision to embed this new technology 

into a solution for the windows industry, a market that they had never served before, was the cue 

for initiating a sensemaking process. The aim was to offer a solution to the EU2020 demands 

imposed on the windows industry to create windows with high insulation proprieties. This idea 

was received with enthusiasm by the groupÕs management and the Woodstock project was born, 

without any notion of the disruptive effect it would have on the company. It would challenge its 

production process, usual manner of interacting with customers, mechanisms of entering new 

markets, pricing practices, and manner of creating value networks.  

 

As different from other studies of business model innovation in incumbent companies, where 

the objective is to analyse the innovation of the existent business model triggered by external 

factors, such as financial crisis, e.g. Aspara et al.Õs (2013) case study of Nokia, or stagnation 

over time (Sosna et al, 2010), my study analyses the enactment processes of an innovation 

which has not been caused by external factors (Martins et al, 2015:100). 

 

For both confidentiality and ethical reasons, as my analysis includes direct quotes from 

interviews and meetings, the company will be addressed as Pinta Inc., and the name of the 

project as Woodstock. The name ÒPintaÓ was inspired by Christopher ColumbusÕ fastest ship 

used in his transatlantic exploration. I find this name a good metaphor for depicting the 

exploration processes WoodstockÕs team has undergone. ÒWoodstockÓ was the actual name the 

project had internally, during development.  
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1.1 Contribution 
 

Demil and Lecocq (2015:32) argue that empirical research which focuses on Òthe micro-

processes leading to a business modelÕs emergenceÓ is necessary, suggesting that the processes 

involved in business model creation in established firms are underexplored. Therefore, rather 

than addressing how companies should or could innovate a business model in a normative way, 

my study presents insights into the actual sensemaking processes and those interruptions which 

lead towards the enactment of a new business model.  

Following a sensemaking/enactment perspective, a business model can be defined as an 

outcome of a temporary moment of intersubjective stability that emerges from the interactions 

between environment (different external actors), ideology and paradigms. Business models are 

subjective interpretative manners of how managers choose which interruptions to focus on and 

their processes of restoration, influenced by the vocabularies they operate with. 

My study illustrates that the enactment of a business model is not a linear process, as argued by 

the activity system perspective, but rather an emerging one. Not all the elements of the business 

models, nor the linkages between them, are planned, or can be planned, by managers, as argued 

by the activity system perspective (Zott and Amit, 2010). They are enacted progressively as 

response to heterogeneity of interruptions, mediated at two levels, intersubjectivity or general 

subjectivity, thus by innovation and the need of Òmutually reinforcing interpretations, and 

beliefs, values, and assumptionsÓ (Weick, 1995:73)Ó or need of control. The linkages, being 

either enacted or inherited, were the enablers of the enactment processes, allowing the model to 

be mediated, to be shaped, and reshaped as time passed and more learning was gathered.  

When enacting new business models, managers are drawing on more vocabularies, meaning that 

the innovation process is not hindered only by inertia and dominant logic (Chesbrough and 

Rosenbloom, 2002; Chesbrough, 2010). There is a heterogeneity of interruptions triggered by an 

underestimation of the productÕs potential on the market, quality versus cost dilemma; 

challenges to ideology (by installing new routines); divergences between paradigms; a lack of 

knowledge, and a lack of trust between co-development partners. These interruptions have 

triggered different enactment processes that have facilitated WoodstockÕs business model to 
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emerge, namely trial and error, experimentation, benchmarking for formulating reference points, 

labelling, co-creation and co-development. Interestingly, the lack of retrospective was the main 

source and driver for enactment. 

Furthermore, three factors, positive market feedback, possibility of reducing production costs, 

and a visionary leader, have mediated the connection between the Òframe and the cueÓ (Weick, 

1995:110), and advised against the ideology (Chesbrough and Rosenblom, 2002) allowing 

Woodstock to be developed.  

Therefore, the enactment of a new business model becomes a search for answers to the 

questions: Òhow does action become coordinated in the world of multiple realities?Ó (Weick, 

1995:75), How do we discover things to enact? Who needs to collaborate with whom about 

what? How do we enact linkages? How do we reach and maintain intersubjectivity? How do we 

enact an interplay intersubjectivity – generic subjectivity - intersubjectivity? 

 

My contribution to the business model innovation literature is summarised in figure 8.1 and 

table 8.1. In here, I take the identified theoretical perspectives on business model innovation 

from chapter II, and analysed them through Daft and Weick (1984)’s model, to show how they 

are positioned in relation to enactment. The model suggests, as well, the comparability between 

the perspectives and opportunities to be mixed for further studies. At the opposite pole to 

enactment, in terms of assumptions about environment and passive organizational intrusiveness, 

it is the activity system perspective. Furthermore, there is a strong connection between 

discovery driven and cognitive approach, as they assume managers to act, regardless if the 

environment is analysable or not. Yet, studies under dynamic capabilities assume that 

organizations act only when input is available in the environment. Lastly, ANT has a special 

position, as it takes into consideration both human and non-human actors.  

Table 8.1 offers a comparison between all the five perspectives, and the sixth one guiding this 

study, which I called co-enactment. In here, I show the position each perspective takes in terms 

of definition of business model, company-environment relation, role of managers in innovating 

business models, triggers for BMI and processes, linkages between the elements, performativity 

role played by business model innovation, and lastly, strategy- business model relation.  
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1.2 Problem statement and research questions  
 

The problem statement that has guided this research is: 

 How do established companies enact new business models?  

I have worked with supportive questions for building up the theoretical framework: 

What is business model and business model Innovation (BMI hereafter)? And which 

theoretical perspectives can be identified in the literature when analysing business model 

innovation. This is answered in chapter II. 

How can sensemaking and enactment theory enlarge our understanding of business model 

innovation? This is answered in chapter III. 

The following supportive questions have guided my analysis:  

What context did managers draw on when developing Woodstock and why was Woodstock 

perceived as a sensemaking trigger? This is answered in chapter V. 

What are the enactment processes that enabled the creation of the elements of 

Woodstock’s business model and how do managers of Pinta Inc. made sense of the 

creation of a new business model?  This is answered in chapter VI. 

What enables the emergence process of a new business model? This is answered in 

chapter VII. 
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1.3 Structure of the thesis 
 

My thesis is structured in the following way:  

 

Chapter 1 

The present chapter has the aim of bringing forward the positioning of the study in the field and 

the relevance for the field, the theoretical foundation employed, and contributions.  

 

Chapter 2  

The aim of this chapter is to analyse the present research on business model innovation and to 

discuss the existing theoretical perspectives. The theoretical perspectives on business model 

innovation have been grouped into five streams, namely activity systems, dynamic capabilities, 

discovery-driven perspective, the cognitive perspective, and actor network theories. My analysis 

shows that there is a consensus between these perspectives regarding the vital roles of managers 

in directing the process of business model innovation; however, these perspectives assume 

different levels of rationality. Furthermore, all the perspectives put forward acknowledge the 

contingency effect from business model innovation on companiesÕ survival, although they differ 

in accepting the same triggers and manners of acting. The discovery-driven and the cognitive 

perspective affirm the need to understand the enactment processes involved in the emergence of 

a new business model, while ANT argue for ethnographic studies.  

 

Chapter 3 

In this chapter I introduce Weick (1995)Õs sensemaking concept as an emerging perspective for 

analysing business model innovation, with particular focus on enactment (Weick, 1979). 

Sensemaking theory has provided a vocabulary for analysing the interruptions that managers 

encountered in their innovation endeavours, the selections they made and the enacted 

environment. Thus, the analytical framework used in chapter six emerges here.  
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Chapter 4  

Chapter four presents considerations regarding the method and the manner as to how the study 

was conducted. Here I argue why my study becomes ethnographic, and I detail my encounters in 

the field and how the data were collected and analysed.  

 

Chapter 5 

This chapter provides an analysis of the empirical case study. It details the situation that has 

activated the sensemaking processes, which led to the emergence of a new business model 

within an established company. I analyse the context that Woodstock was born within, both in 

terms of ideology (namely Pinta Inc.), and the paradigms involved, since both became resources 

in the sensemaking process. Chapter 5 analyses, as well, WoodstockÕs first business model 

together with the intentions integrated in that model, and why it was perceived as being different 

and consequently a trigger for managers to make sense of it. Lastly, this chapter analyses the 

present usage of the business model concept, identifying that this term is never actively 

employed, but rather exists in the idea of Òhow do we reach the market?Ó 

 

Chapter 6 

Chapter six examines the interruptions encountered by managers in building each of the 

elements of the business model framework, as identified by Chesbrbough and Rosenbloom 

(2002). Each of the elements is being analysed separately by using the enactment model 

discussed in chapter three, where the focus is on interruptions, enactment processes and the 

retention/outcome of enactment (Weick, 1979). As explained in chapter three, interruptions are 

ÒperceivedÓ and identified as such in the actorsÕ own words. Examples of this include reactions 

such as Òshock,Ó ÒsurpriseÓ, ÒshowstopperÓ,Ó crisisÓ, ÒconflictÓ, ÒproblemÓ, and Òmajor risk.Ó 

197 interruptions, dispersed across all six elements, were identified and then grouped into 30 

interruptions identified as being the most important by the actors involved. Thus, chapter six 

gives a detailed account from practice as to how business models emerge, showing the 

heterogeneity of interruptions which need to be overcome. This shows that the emergence of 
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business models needs to overcome more barriers than simply inertia and resistance to change, 

as demonstrated by the business model literature.  

 

Chapter 7  

The final chapter of my analysis of the emergent process of the business model looks at how the 

linkages between the elements are enacted. While activity system perspective and dynamic 

capability argue for the existence of continue, tightly coupled linkages between the elements of 

the business model, parts of a purposeful design (Zott at Amit, 2010:2918), my findings show 

that the manner elements co-influenced each other cannot be planned. Linkages were enacted by 

the approach managers took in their sensemaking process when facing certain interruptions, 

enabling the ongoing innovation flow. When elements happened to be linked one to another, it 

was a result of either active enactment by development team, or emerged from unexpected 

events, or inherited from the ideology.  

Taking into consideration the analysis of Woodstock throughout chapters five, six, and seven, 

chapter seven ends with an objective (Weick, 1995:34) illustration of the differences between 

the intended and the Óreal-izedÓ (Weick, 2001:187) business model of Woodstock. TheÓ real-

izedÓ version is according to the time I left the field. Yet, the model was already reshaping itself 

as a new business director had entered the company, showing the ongoing nature of the 

sensemaking process.  

 

Chapter 8 

The purpose of the discussion chapter is to formulate an answer to each of the research 

questions that have guided the analyses, to show the findings. Furthermore, a dialog between the 

existing theoretical perspectives and sensemaking is shown, in order to unfold where and how 

sensemaking and enactment adds to the theory of business model innovation. These dialogs 

show the main contribution of my study. Additionally, this discussion also provides suggestions 

for further research that have emerged from my study, and the concomitant managerial 

implications.  



 26 

 

 

 

CHAPTER II: Business Model Innovation: Present and Emerging 
Perspectives  
 

 

2.1 Introduction  
As in a good novel, the particulars of every business model will be unique, but, in 

one way or another, every business model is a story about the basic human activities 

of making and selling (Magretta, 2002:49). 

The concept of the business model has been the subject of academic review for over fifty years, 

reaching Ònear-inflationary useÓ over the last twenty years (Wirtz et al., 2015). A search on 

Google.com for the simple term Òbusiness modelÓ resulted in an impressive 528,000,000 hits, a 

search on Google scholar returned 2,840,000 results, while a search in Business Source 

Complete yielded 27,931 academic hits, of which 7,527 were peer reviewed papers (as per 

12.10.2015). This number has grown exponentially since 2002, when Henry Chesbrough, who 

reported conducting the same search on the World Wide Web, found 107,000 references 

(Chesbrough and Rosenbloom, 2002:532). Interestingly, Da Silva and Trkman (2014) have 

shown a direct correlation between NASDAQ trends following the Internet boom and papers 

published on business models. Per their research, the number of papers having business models 

in the title or content has increased remarkably from fewer than 300 papers in 1992 to 4000 

papers in 2010 (Da Silva and Trkman, 2014:380). Indeed, Internet has prompted companies to 

rethink their manner of creating and delivering value for customers. 

 However, organizations focused on profit making have always applied models when 

conducting their business, and models for attracting and absorbing value existed long before the 

Internet began changing our purchasing habits (Gambardella and McGahan, 2010; Wirtz et al., 
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2015). Historically, value creation models existed long before the capitalist free market; 

examples of this can be found in records from medieval times,1 and as the industrial revolution 

transformed small-scale production to factory systems. Interestingly, the life span of a model 

often correlated with technological development, as such models flourished until the point when 

a certain technology became obsolete and a new one was introduced questioning their relevance 

(Witzel, 2004; Baden-Fuller and Morgen, 2010). A notorious example dates to 1880, when the 

meat packing industry was forced to completely revise its practices following the invention of 

refrigerators (Teece, 2010).  

Despite this Ònear-inflationary useÓ of the concept, there is still a lack of consensus in research 

with regards to defining business models, what business model innovation is and what are the 

processes behind such an innovation, what theoretical foundations should be employed for 

understanding the concept (Schneider and Spieth, 2014; Wirtz et al., 2015; Foss and Saebi, 

2015).  

In this context, this chapter aims to answer the questions What is business model and business 

model Innovation (BMI hereafter)? And which theoretical perspectives can be identified in the 

literature when analysing business model innovation? 

The first question: What is business model and BMI? has been formulated with the intention of 

setting the scene of this study and understand the field. This question is addressed in the first 

section of the chapter, were the focus is on defining what is and what is not a BM and how do 

researchers define business model innovation. The next section presents the existing theoretical 

perspectives when analysing business model innovation; these perspectives are not priory 

predefined, but they have been identified in this study. This prompts discussion about the 

implications of employing enactment for business model innovation theory. The final section 

formulates and offers conclusions to the questions of this section. 

This literature review was conducted systematically, following the three-stage model of 

Tranfield et al., (2003: 214). In stage one I have formulated a protocol that was guided by the 

research question of my thesis. Thus, the inclusion criteria were articles that have been 
                                                      
1 For example, in medieval times, monasteries were competing against each other to attract members and donors with the purpose of 
establishing themselves as powerful monastic orders. By either installing a pyramidal model to attract members, or by allowing their members 
the independence to colonize other territories, monasteries were utilizing different competitive models, out of a need to sustain themselves, 
grow, and respond to the external environment (Witzel, 2004). 
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published in special issues regarding business models, and research published in innovation 

journals that were selected using the ABS ranking list between 1990 and 2015. Key words used 

for generating results were Òbusiness modelÓ, Òbusiness model innovation,Ó and Òdevelopment of 

business model.Ó Since the focus of my thesis is incumbent companies and their endeavours to 

create a new business model, exclusion criteria were related to research covering business model 

development in newly formed organizations, and business models for entrepreneurial purposes. 

The exception of this criterion was Doganova and Eyquem-Renault (2009), which was added to 

the study because of the utilization of a new perspective for analysing business models, namely 

actor network theory. 

Stage two - the actual search of articles - was generated in the first phase (Tranfield et al., 

2003:215). The result was 120 articles covering different aspects of business models, of which 

70 focused specifically on business model development and innovation. Since I am conducting a 

qualitative study, the research phase has been a process of continual reiteration (Tranfield et al., 

2003: 215). Thus, further articles and books have been added as a result of both Ògoing 

backward for reviewing the citations of for the articles identified in step 1Ó (Webster and 

Watson, 2002: 16), re-running the search at later points in time, based on the same criteria, and 

seeing how the field has changed.  

Given that the purpose of my study is to analyse business model innovation through a new 

theoretical lens, namely sensemaking (Weick, 1995), identifying and analysing other existing 

perspectives was also important. Webster and Watson (2002) describe these types of reviews as 

showing the gap between Òwhat we know and what we need to knowÓ, explaining that Òshowing 

how competing theories or philosophical assumptions explain an important phenomenon can be 

very influentialÓ (Webster and Watson, 2002: 19). Therefore, each of the articles matching the 

inclusion criteria was placed within a theoretical perspective, based on the authors positioning of 

their work. Thus, five perspectives have been identified, namely: activity systems, dynamic 

capabilities, discovery-driven, cognitive and actor network theory.  

The next section introduces the business model field by addressing two conceptual definitions: 

business models and business model innovation.  
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2.2 Business Models and Business Models Innovation  

2.2.1 What is a business model? 

 

In recent years, the need to create strategies to address the change from conventional routes to 

market, such as brick-and-mortar distribution outlets (Magretta, 2002; Osterwalder et al., 2010), 

has led both practitioners and academics to begin debating the term business model. There is an 

acknowledged lack of consensus among scholars regarding the definition, the manner of 

representing, and the number of components a business model has. Moreover, the thin line 

between strategy and business model is under debate, as well as what does it mean to innovate a 

business model. Numerous articles have tried to deal with these challenges, especially the 

special issue published by Long Range Planning 2010, attempting to: 

a. Define the term, and offer different proposals for how a business model framework 

should appear and how many elements it should contain (Afuah, 2004; Amit & Zott, 

2001; Magretta, 2002; Linder & Cantrell, 2002; Chesbrough & Rosenbloom, 2002; 

Demil and Lecocq, 2010; Teece, 2010; Casadesus-Masanell and Ricard, 2010).  

b. Encompass the ongoing debate about the demarcation between business model and 

strategy (Shafer et al., 2005; Markides, 2006; Casadesus-Masanell and Ricard, 2010; 

Casadesus-Masanell and Tarzij�n, 2012), as well as discussing the differences and fit 

needed between a business model and a productÕs market strategy (Bond and Houston, 

2003; Zott and Amit, 2008; Baden-Fuller and Haefliger, 2013). 

The term Òbusiness modelÓ was first employed by Bellman et al. (1957) (see Osterwalder et al., 

2005 and Da Silva and Trkman, 2014) when the authors were proposing the development of a 

business game for managers, to enable them to simulate different scenarios before taking 

decisions: Òwe construct actual models and proceed to determine the behaviour of systems by 

direct experimentationÓ (Bellman et al., 1957:474). Interestingly, in endeavouring to construct a 

model, the authors admitted that the decision-making processes for managers Òin the business 

worldÓ was far more complex than that of engineers, as Òhuman beingsÓ were involved. They 

concluded that:  
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ÒWe must first construct a mathematical model, then construct a simulation process based 

on it. And many more problems arise to plague us in the construction of these business 

models than ever confronted an engineer.Ó (Bellman et al., 1957:474) 

Therefore, the usage of the term was largely understood in relation to the process of Òbusiness 

modelling,Ó which had existed formerly, until the work of Paul Timmers (1998), who was the 

first author to write specifically about business models. In his work, he defined the term from an 

inside-out position, describing business models as structures that enable a product or a service to 

bring revenue to a company, while concentrating on the actors involved and benefits to 

stakeholders:  

ÒA business model is an architecture for the product, service and information flows, 

including a description of the various business actors and their roles; and a description of 

the potential benefits for the various business actors; and a description of the sources of 

revenues.Ó (Timmers, 1998:32) 

In 2001, Amit and Zott shifted their focus towards understanding value creation relative to 

business opportunities for customers, suppliers and partners, when defining business models as 

transactional. 

Nevertheless, there is significant consensus among researchers when defining business models 

as means to create value for customers while informing mechanisms for value appropriation for 

the company (Amit and Zott, 2001; Chesbrough and Rosenbloom, 2002; Magretta, 2002; Bond 

and Houston, 2003; Casadesus-Masanell and Ricart, 2010; Doganova and Eyquem-Renault, 

2009); Osterwalder et al., 2010; Teece, 2010; Zott and Amit, 2010; Baden-Fuller and Morgan, 

2010). Depending on the domain they are representing, whether strategic (Casadesus-Masanell 

and Ricart, 2010), innovative (Chesbrough and Rosenbloom, 2002), entrepreneurial 

(Osterwalder et al., 2010; George and Bock, 2011), interdisciplinary (Teece, 2010), independent 

(Baden-Fuller and Mangematin, 2013), or the theoretical perspective taken (whether focused on 

an activity system perspective, dynamic capacities, resource-based and transaction costs, an 

evolutionary/discovery driven approach, a process-based perspective, or a cognitive approach), 

researchers have added new dimensions to their definitions, and created business model 

frameworks comprising different components to support their perspectives.  
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Definitions of the concept centre around different foci, from narratives and assumptions about a 

firmÕs performance (Magretta, 2002), to financial outcomes (Bond and Houston, 2003); also 

considering the dynamics between value chain members and their role in the chain (OÕConnor 

and Rice, 2013), the firmÕs logic (Teece, 2010), a reflection of strategy (Casadesus-Masanell 

and Ricart, 2010), cognitive devices (Baden-Fuller and Haefliger, 2013), and specific 

combinations of resources (Da Silva and Trkman, 2014).  

 

The word ÒmodelÓ in relation to the concept of a Òbusiness modelÓ is very important. For 

Chesbrough and Rosenbloom (2002:532) a model is a Òfocusing device that mediates between 

technology development and economic value creation.Ó They stress the mediation power of a 

model, as a tool to connect technical input (feasibility, performance) with economic output 

(value, price, profit), while seeking to apply the following six functions:  

�  ÒTo articulate the value proposition- the value created for users by the offering based 

on technology;  

�  To identify the market segment - the users to whom the technology is useful and for 

what purpose;  

�  To define the structure of the value chain within the firm required to create and 

distribute the offering, and determine the complementary assets needed to support 

the firmÕs position in this chain, and how to maintain oneÕs position in this chain; 

�  To estimate cost structure and profit potential of producing the offering, given the 

value proposition and the value chain structure chosen; 

�  To describe the position of the firm within a value network, linking suppliers and 

customers, including identification of potential complementors and competitors; 

�   To formulate a competitive strategy by which the innovating firm will gain and hold 

an advantage over its rivalsÓ (Chesbrough and Rosenbloom, 2002:533) (See Figure 

2.1).  
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Figure 2. 1 Business Model Framework. Source: Chesbrough and Rosenbloom (2002:536). 
 

Their definition echoes Morrison and MorganÕs (1999:11) study, which argues that models 

mediate between theory and data, while functioning autonomously. A model is independent in 

terms of both variables, but at the same time has the power to connect them. Morgan (2005:317) 

makes a distinction between experiments and models; explaining: Òexperiments are versions of 

the real world captured within an artificial laboratory environment, models are artificial worlds 

built to represent the real world.Ó Similarly, Maki (2005:305) argues, Òmodels involve a 

semantic aspect: notion of representation and resemblance, and an epistemic aspect: 

characterized by the aim of indirectly acquiring information about the system they representÓ. 

Elsewhere, Baden-Fuller and Morgan (2010:157) argue that: business models Òprovide a set of 

generic level descriptors of how a firm organizes itself to create and distribute value in a 

profitable manner.Ó They also argue that analysing business models creates an understanding 

about a firmÕs behaviour, and that these behaviours can then be labelled, such as, for example 

MacDonaldÕs model, and the Ryan Air model, when they become iconic and successful 

practices. Baden-Fuller and Morgan (2010:165) suggest that these models become Òmodels in 

the ideal sense, in depicting how they want to be in the future, a model to strive for, an ideal 

outcome.Ó Furthermore, they explain that a model can also take on the role of a recipe; whereby 

companies imitate what previous firms have already successfully attempted. However, Òthere is 

no one way by which a business can make money, but many generic types, and many possible 

variations within eachÓ (Baden-Fuller and Morgan, 2010:166). These models are for managers 

Òmore like the biological model or organisms- an incredibly complicated set of arrangements 

where every slight change in one bit is likely to alter all the other relationshipsÓ (Baden-Fuller 



 33 

and Morgan, 2010:165), and due to these Òcomplicated set of arrangementsÓ managers need to 

experiment to gain an understanding of how the model works.  

In explaining the advantages of the word ÒmodelÓ, Baden-Fuller and Haefliger (2013:420) 

affirm: 

ÒWe note that this approach of seeing the business model as a model is similar to the logic 

of reasoning and understanding that exists in economics, biology and physics. In each of 

these fields, as explained by philosophers of science, models are Ômanipulable instruments 

with which to reason and into which to enquireÕ and tools that Ôallow the user of the model 

to explore ideasÓ. 

Interestingly, the vast majority of authors engaged in business model theory not only try to 

formulate new definitions, but also to present new frameworks to describe their models. Godin 

(2015) explains that models can be seen as conceptualizations, narratives, figures, tools, and 

perspectives, which have entered scientific vocabulary, to describe the Òsequence and stages of a 

processÓ (Godin, 2015:572). The author refers to Roger et al.Õs (1977) study, in which models 

are defined as follows:  

ÒModels are sets of symbols, of concepts abstracted from the real world, which are 

organized together to represent a problem. Any interaction of concepts can be represented 

as a model ... Models are never true or false — rather they are simply more or less useful.Ó 

(Rogers et al., 1977: 61-62; in Godin, 2015: 573) 

Certainly, when analysing business model theory, there is a tendency to look at the model as a 

manipulative device (Chesbrough and Rosenbloom, 2002), a communication device (Magretta, 

2000), and a linking device (Zott et al., 2011).  

Lastly, when defining business models, researchers have attempted to draw a line, or show 

relation, between strategy and product/technology innovation. When comparing business 

models with strategies, it is generally articulated that strategy focuses principally on competitive 

positioning reflecting choices about the conceptualization of a business (Shafer et al., 2005) and 

Òhow all the elements of what a company does fit togetherÓ (Porter, 2001:71). Chesbrough and 

Rosenbloom (2002) articulate two features that distinguish business models from strategies. 
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Firstly, business models have an outside-in approach, focusing on methods for creating and 

delivering value to customers, while the sustainability of how value is delivered is understood to 

be strategy. Secondly, the financial side of the business and the creation of value for 

stakeholders is not part of the business model discussion. They also refer to corporate venturing 

and diversification as the antecedents of the business model concept, indicating that the focus on 

the notion of growth and how managers deal with additional businesses in their corporations 

refers to Òhow managers could leverage the resources of the organizations beyond the 

organizationÕs current businessÓ (Chesbrough and Rosenbloom, 2002:531). They ground their 

arguments in the work of Penrose (1959), Teece (1982), and Prahalad and Bettis (1986). 

Regardless of the thin line between these two concepts, Teece (2010) argues the benefits of a 

strong fit between them to maintain competitive advantage.  

An additional manner by which researchers attempt to create understanding about business 

models, is by defining the relationship between product/technology and business models. 

Chesbrough and Rosenbloom (2002) explain that business models bring technology to life. 

Conversely, Baden-Fuller and Haefliger (2013) argue that the relationship between business 

models and technology is reciprocal, because they interact: not only do technologies dictate the 

needs associated with new business models, but the choice of which technology to develop is 

defined by the business model. Companies find themselves involved in either shaping new 

business models to keep pace with technology, or reshaping existing business models to capture 

the value inherent in an emergent technology. 

Almost fifteen years ago, Porter argued: Òthe definition of the business model is murky at best. 

Most often, it seems to refer to a loose conception on how a company does business and 

generates revenues. Yet simply having a business model is an exceedingly low bar to set for 

building a company.Ó Despite the large body of research conducted, there are still conceptual 

dilemmas surrounding the term (Wirtz et al., 2015). Foss and Saebi (2015:2) argue:  

ÒIn spite of such massive resonance, in academic as well as practitioner community, 

much, and perhaps most, of the extended literature on business models and the innovation 

thereof suffers from deep-seated conceptual problems, little cumulative theorizing, and a 

lack of sustained data collection and analysis. (É) However, these are typical 

characteristics of an emerging field.Ó 
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Literature reviews concerning both business models and BMI (Zott et al., 2011; Schneider and 

Spieth, 2013; Wirtz et al., 2015) confirm this statement, and further emphasize the need for a 

procedural and cognitive perspective when understanding business models, as a complement to 

existing theoretical approaches. The following section analyse what business model innovation 

is, and it is followed by a discussion of the differences between the main theoretical perspectives 

employed in business model literature.  

 

 

2.2.1 What is business model innovation?  

 

Behind every successful organization is a business model that in its time was 

revolutionary. (…) Creating a new business model is not unlike writing a new story. 

At some levels, all new stories are variations on old ones, reworkings of the 

universal themes that underlines human experience. Similarly, new business models 

are all variations on the universal value chain that underlines all businesses 

(Magretta, 2002:48-49). 

The idea of Òbusiness model innovationÓ is an important area that academics are exploring to 

generate understanding (Amit and Zott, 2001; Chesbrough and Rosenbloom, 2002; Magretta, 

2002; Christensen and Raynor, 2003; Markides, 2006; Bj�rkdahl, 2007; 2009a; Zott et al., 2011; 

Chesbrough, 2011; Markides, 2015, Martins et al., 2015; Foss and Saebi, 2015). Researchers are 

analysing business models as drivers for innovation, that can Òshape innovations in product, 

process and positionÓ (Francis and Bessant, 2005:178), and as Òsubject to innovationÓ 

(Schneider and Spieth, 2013:2), expressing a general belief that BMI is Òkey to firm 

performanceÓ (Zott et al., 2011:1033). Magretta (2002) explained that the Internet boom has 

highlighted the ÒtemporalityÓ of business models, meaning they are at first Òrevolutionary,Ó and 

then stable for a time, until unavoidable exogenous factors disrupt them. Wirtz (2011:191) 

referred to this as the idea of the life cycle of a business model. As with product development, a 

business model would identify an introductory period during which it illustrates its feasibility, 

before moving towards growth, which is when expectations concentrate on profit generation, 
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maturity, where stagnation happens, and finally decline. In the latter stage, managers should 

either reshape the existing model, or innovate it. Research to date reveals reluctance from 

members of management to admit that business models have a life cycle; this is especially true 

in established companies (Chesbrough, 2010). Therefore, there is a need to explicate the 

processes and value of BMI in order to overcome this fear.  

Numerous studies have offered definitions of BMI, including: 

�  ÒThe discovery of a fundamentally different business model in an existing business. To 

qualify as an innovation, the new business model must enlarge the existing economic pie, 

either by attracting new customers into the market or by encouraging existing customers 

to consume moreÓ (Markides, 2006:20). 

�  ÒProcess of designing a new, or modifying the firm’s extant activity systemÓ (Amit and 

Zott, 2010:2). 

�  ÒBMI occurs when firm adopts a novel approach to commercializing its underlying 

assetsÓ (Gambardella and McGahan, 2010:263). 

�  ÒBMI is a type of organizational innovation in which firms identify and adopt novel 

opportunities portfoliosÓ (Bock et al., 2012:281).  

�  ÒCEOs perceive a BMI as a fundamental rethinking of a firm’s value proposition in the 

context of new opportunitiesÓ (Bock et al., 2012:290).  

�  ÒA new integrated logic of how the firm creates value for its customers (and users) and 

how it captures value. In this view, a BMI is not a ‘mere’ product or service innovation, 

nor is it a process innovationÓ (Bjork and Holmen, 2013: 215). 

These definitions reveal that business model innovation depends principally on a firmÕs ability 

to reassign existing resources by being inventive and taking risks to access new opportunities. 

This is a process, involving the discovery of new methods of trading and building new 

relationships with customers.  

An important debate within the literature surrounds the factors that trigger the innovation of a 

business model. Researchers have emphasized how different types of innovation strategies 

affect a companyÕs business model, and the time required to innovate it. Strategies such as 

servitization (Vandermerwe and Rada, 1988; Oliva and Kallenberg, 2003; Kindstrom 2010; 
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Chesbrough, 2011; Maglio & Spohrer, 2013; Visnjic et al., 2014), open innovation 

(Chesbrough, 2006), sustainability and green production (Birkin et al, 2009, Esty and Winston, 

2009; Lubin and Esty, 2010; Stubbs and Cocklin, 2010; Sommer, 2010), and social businesses 

(Yunus et al., 2010) are those most frequently encountered in the literature.  

Expressing a view that confirms my own observations, Zott et al. (2011) has observed that BMI 

literature is developed in Òisolated silosÓ. In this respect, the literature attempts to answer 

questions such as, how is BMI different and similar to product innovation (Habtay, 2012; 

Bucherer et al., 2012;), why is there a need for BMI (Chesbrough and Rosembloom, 2002; Amit 

and Zott, 2010; Gassmann et al., 2014); what are the barriers to BMI (Christensen and Raynor, 

2003; Chesbrough, 2010); what are the enablers of BMI (McGrath, 2010; Smith et al., 2010; 

Demil and Lecocq, 2010; Sosna el al, 2010; Aspara et al., 2013); what capabilities are needed 

for BMI (Bjorkdahl and Holmen, 2013); what is the role of artefacts in BMI (Eppler et al, 2011),  

how does it relate to the auditing of business models (Bj�rkdahl and Holmen, 2015). To 

understand how to innovate a business model, researchers have considered emulating existing 

product innovation processes. Yet, as Chesbrough (2010:356) also states: Òcompanies have 

many more processes, and a much stronger shared sense of how to innovate technology, than 

they do about how to innovate business modelsÓ. 

The Òisolated silosÓ (Zott et al, 2011) have been explained in the literature by the presence of 

difference theoretical perspectives taken by researchers when analysing business models (Teece, 

2010; Bock et al, 2011, Schneider and Spieth, 2013). The next section is analysing these 

perspectives, to show their different positions on BMI. 

 

2.3 Business Models Innovation: Existing theoretical perspectives 
 

In 2001, Amit and Zott have defined business models as transactional and they have grounded 

their concept in transaction cost theory, a resource based-view, value chain, Schumpeterian 

innovation, and strategic network theory (Amit and Zott, 2001:511), pursuing an integrative 

theoretical approach to value creation. Therefore, business models rely on Schumpeterian notion 

of innovation as it implies the creation of new exchange mechanisms with potential to disturb 
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industries. They therefore also draw on PorterÕs value chain framework, as the idea of processes 

is central to business models, and build on resource based-view as explaining the value of a 

business model according to the unique resources and capabilities embedded in it. In addition, 

strategic network theory assisted in integrating the network as the Òlocus of value creation,Ó 

expressing the multitude of collaborations a company can instigate with suppliers, customers, 

and other providers, offering a customer-centric business model. Alternatively, a business model 

can draw on transaction cost theory emphasizing that Òvalue can be created through any 

combination of transactions within a firm and through the marketÓ (Amit and Zott, 2001:511-

513). Therefore, Òa business model depicts the content, structure, and governance of transactions 

designed to create value through the exploitation of business opportunitiesÓ (Amit and Zott, 

2001:511), and it is specific to a particular firm. 

Ten years later, Zott et al. (2011) defines the existing theoretical foundation of business models 

as divided into silos, predetermined by the researcherÕs field and interest. By using ÒsilosÓ, 

authors have tried to stabilize the meaning of the concept, however, frequently they do not build 

on previous definitions, but introduce new definitions and methods for theorizing business 

model innovation (Da Silva and Trkman, 2014; Martins, 2015). Casprini et al. (2014:173) agree 

with Zott et al. (2011), acknowledging that the concept has been linked to several theories such 

as the following: configuration theories, transaction cost economics, resource-based perspective, 

relational view. Furthermore, they argue that Òacademics have also considered related topics, 

such as dynamic capabilities, absorptive capacity, value (co-) creation mechanisms, 

complementary assets, and knowledge sharingÓ Casprini et al. (2014:173), while taking a 

dynamic/ evolutionary perspective.  

In their attempt to cluster the existing theoretical foundations of business models, Doganova-

Eyquem Renault (2009) divided the literature into three perspectives, essentialist, functionalist 

and pragmatic. The essentialist view depicts business models as Òrepresentations of a reality 

that exist beyond it: the firmÓ (Doganova-Eyquem Renault, 2009:1560), implying that the model 

gives a precise description of how value is created and captured. Critics of this perspective point 

out Òthe issue of truthfulness of the description made by the model,Ó (Doganova-Eyquem 

Renault, 2009:1560), and the lack of applicability of a definition like this in entrepreneurship, 

where models are prospective. The next perspective is functionalist, where the focus shifts from 
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describing a firm, towards modelling means of value creation. This raises questions of Òthe 

usefulness of the model for planning the future and the profitabilityÓ (Doganova-Eyquem 

Renault, 2009:1561). The pragmatic approach defined business models as Òmarket and 

calculative devicesÓ (Callon et al., 2007), mediating the relationship between the agents 

involved. Business models are also seen as boundary objects with different materiality, and 

unconfined by time.  

More recently, Schneider and Spieth (2013) provided an alternative classification. They 

identified three perspectives, namely resources-based view, dynamic capability, and strategic 

entrepreneurship, by taking into consideration Òthe individual firm perspectiveÓ only (Schneider 

and Spieth, 2013:15). The resource-based view focuses on unique resources that assure a 

companyÕs competitive advantage (Ketchen et al, 2007). It specifically highlights that business 

models have the propriety Òto mobilize and coordinate firmÕs resourcesÓ and to answer the 

question of ÒHow to employ extant resources and competences” (Schneider and Spieth, 

2013:14). A dynamic capability proposes the combination and recombination of resources as a 

response to the environment, and this was initially proposed in conjunction with a resource-

based view. The last view proposed was strategic entrepreneurship, which pivots around 

opportunity seeking, addressing the question of ÒHow to explore and exploit opportunities” 

(Schneider and Spieth, 2013:19). Interestingly, the article emphasizes that the strategic 

entrepreneurship approach concerns business model innovation, as ÒBMI demands a firm to 

consider the uncertainty within its environment as potential source of opportunities that need to 

be explore and exploitedÓ (Schneider and Spieth, 2013:21), whereas the alternative perspective 

provides a theoretical foundation for business model development.  

Martins (2015), inspired by the core theoretical foundations of strategy, identified three 

perspectives, namely the rational positioning school, the evolutionary learning school, and the 

cognitive school. The rational school examines the Òconcrete choicesÓ made by Òrational 

managers,Ó whereas business models optimize activity systems (Martins, 2015:101). 

Furthermore, the evolutionary view acknowledges the role of experimentation, and incremental 

steps in both generating and transforming business models, while the cognitive school 

underlines the role of managerial cognition and sensemaking in BMI. The article argues that, in 
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comparison with the cognitive view, both the rational and evolutional perspective Ògive primacy 

to the external context as the driver of business model innovationÓ (Martins, 2015:102).  

When conducting the literature review, five perspectives were distinguished, based on the 

authors positioning of their work. These perspectives were: activity systems, dynamic 

capabilities, discovery-driven, cognitive and actor network theory. Given that dynamic 

capability is rooted in resource-based view (Katkalo et al., 2010), it can be seen to have merged 

into a single perspective. These perspectives vary from a rational/instrumental approach to 

analysing business models as objects, to an interpretative one in which models are subjects 

(Bakir and Todorovic, 2010).  

The most employed approaches are the discovery driven approach, as coined by McGrath 

(2010), and dynamic capabilities (Teece, 2010), while the newest perspectives to emerge are the 

cognitive one and studies using actor network theory. Research under discovery driven and 

cognitive perspective as the ones pointing towards the need of sensemaking theory, to 

understand the enactment of business models.  

The following sections analyse how business model innovation is conceptualized in each of the 

five perspectives.   

 

2.3.1 Activity System Perspective 

 

Zott and Amit (2001, 2007, 2008, 2010) have conceptualized business models as an activity 

system, underlying the boundary spanning nature of the concept, where a managerÕs role is to 

connect the internal with the external activities of the focal firm.  

ÒWe conceptualize a firmÕs business model as a system of interdependent activities that 

transcends the focal firm and spans its boundariesÓ (Zott and Amit, 2010:2016).  

ÒBusiness model innovation can occur in a number of ways: by adding novel activities 

(through forward or backward integration), by linking activities in novel ways, by changes 

one or more parties that perform any of the activitiesÓ (Amit and Zott, 2012:44). 
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Zott and Amit (2010:220) call the business model Òa template of how firms conduct businessesÓ 

where the focus is the manner the activities are linked to each other, and, even more, in what 

sequence. The authors explain that business model design is about managers answering the 

questions: ÒWhat activities should be performed? �RHow should they be linked and sequenced? 

Who should perform them, and Where?” (Zott and Amit, 2010:222). Furthermore, they argue 

for the idea of a Òpurposeful designÓ (Zott and Amit, 2010:218) conducted by managers who 

need to create the interdependencies between activities. It is a deliberate choice, where 

managers take decisions on all parameters, Òoften simultaneously.Ó 

As part of a system, companies should rely on third- party resources and activities to fulfil their 

promised value propositions (Zott and Amit, 2010:2019). This implies that an examination of 

the internal resources and capabilities of a firm does not explain its business model (Makrides 

and Sosa, 2013:2). Wirtz et al. (2010:274) explained that models Òreflect the operational and 

output system of a company, and as such captures the way the firm functions and creates value.Ó 

Therefore, managers would be advised to consider the company as part of a network of 

suppliers, competitors, and customers, all of which are strongly interconnected. The concept of 

open business model (Chesbrugh, 2003, 2006, 2007), lead users on innovation processes having 

the ability to enlarge the network, thus adding new types of complementaries (Hienerth et al., 

2011), co-creation for BM (Pynnonen et al., 2012) mirrors this type of thinking. Being part of a 

network, the environment becomes an important external trigger for innovating a business 

model, as changes in the environment would generate internal changes.  

Interestingly, Wirtz (2011) observed the tendency of reducing business models to either a 

functional or a teleological aspect, arguing instead for a synthesized approach, whereby the 

business model represents the main activities conducted by the firm. Depending on the activities 

in focus, business models can target different levels, such as the industry level, the company, 

business unit, or product level (see Figure 2.2), and multiple utilities. For example, it can 

include market strategy, give a sense of identity to a single business unit within a corporation, or 

ensure a companyÕs position at industry level taking into consideration the corporate 

environment. These levels Òbuild upon one another and consequently explain the structure of 

industries and companies as a wholeÓ (Wirtz, 2011:66). 
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Figure 2. 2 Business model levels. Source: Wirtz (2011:67) 
 

Managers play a role in designing and thereby determining these interdependencies, and Òsuch 

purposeful design- within and across firm boundaries- is the essence of the business modelÓ 

(Zott and Amit, 2010:218). Thus, chosen value propositions would determine the type of 

revenue model and pricing strategies, as well as the level of complexity for the entire value 

chain. The business model has the role to secure the positioning taken by the company inside a 

certain value chain, and the decision to move up or down the value chain would raise BMI and 

redesign reflections. Considering this information, managers can take decisions about the type 

of activities they would need to perform, how those activities might be linked and the 

governance of those activities (Zott and Amit, 2010:220). Furthermore, the authors have 

observed the most common procedures when designing new business models, such as: novelty, 

when new activities or new manners to link activities are found, lock-in, developing 

mechanisms to keep third parties active in the business model, complementaries, building 

activities within a system, and efficiency, reducing transaction costs. Interestingly, when 

debating the process of BMI, the language for discussing business model ÒinnovationÓ has been 

borrowed from established concepts of product innovation theory (Bucherer et al., 2012). Thus, 

the literature discusses incremental and radical business models (Chesbrough, 2010), and while 

some researchers find BMI radical (Markides, 2006) others classify it into semi-radical or semi-

incremental (Davila et al., 2006);  business model portfolios (Sabatier et al., 2010), and front-

end and back-end innovative processes in BMI (Gunzel and Holm, 2013). In addition, 

differences have been identified in the origins, processes and degree of innovation, as well as 

the level of organizational implementation and responsibility (Bucherer et al., 2012:194), as 

shown in Table 2.1. 
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Table 2. 1 Similarities and differences between product and business model innovation. Source: Bucherer et 
al., (2012:194) 
 

Taking into considerations these variables shown in table 2.1, BMI can be triggered in the same 

manner as product innovation, via both internal (technology push or inside-out) and external 

(market pull or outside-in) opportunities and threats (Bucherer et al., 2012:190). On the other 

hand, innovation processes are more formal and structured in cases of product innovation, for 

example using CooperÕs (1990) stage-gate model, were studies are proposing analysis, design, 

implementation and control (Bucherer et al., 2012:190). As a business modelÕs formation 

comprises several elements, some phases of innovation are expected to last longer than others, 

or may never be mobilized. These deviations are difficult to manage, mainly in cases of radical 

innovation. Furthermore, one of the main differences between products and BMI is the 

managerial perception associated with them. Thus, there are special departments, for example 

R&D allocated to product development, which is not the case of BMI. In some cases, the task of 

BMI falls within the remit of a market manager or business development department, but it is 

never a stand-alone function; the rationality is that ÒBMI rarely occursÓ (Bucherer et al., 

2012:193). The tendency in this case is to have a CEO, or top manager taking responsibility for 

BMI decisions. The reluctance of top managers concerning BMI is a consequence of this, as 

they must usually become involved in changes to target customers, the value chain position, 
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revenue models and pricing strategies. Furthermore, the new business model is not necessarily 

better than the existing one in the case of incumbent companies, meaning a detailed cost-benefit 

analysis should be conducted (Markides, 2006). BMI would then only be adopted in certain 

situations, such as when entering a new market, and there is a need to break existing rules when 

facing a crisis, or if a radical product innovation demands a new business model (Markides, 

2006:22).  

Another aspect borrowed from product development literature is the need to try to structure and 

map the innovation process of a business model. In this regard, Gunzel and Holm (2013), 

inspired by the product development literature, took the business model canvas developed by 

Osterwald et al. (2010) and divided it in two parts, namely front —end and back —end. By 

examining the Danish newspaper industryÕs business model, they discovered that innovating the 

front-end side of a business model is more of a chaotic trial-and-error process, while 

approaching the back-end, where key resources and activities are situated, tends to result in a 

linear innovation process. Gunzel and Holm (2013) explain that there are two different patterns 

clarifying how BMI is seen in the literature: organic flexibility - Òa messy process,Ó and 

structured rigidity — a controlled process focused on implementing a new business model 

systematically. Another manner to bring structure to the process of BMI was suggested to be the 

road mapping. DeReuver et al. (2013:2) explain "business model road mapping makes the link 

from the strategic level (...) to the more operational and tactical level."  

The activity system perspective assumes rational choices made my managers would result in an 

Òoptimal design for value creation or capture within a given contextÓ (Martins et al., 2015:101). 

The notion of a Òrational choiceÓ or the Òright choiceÓ for optimizing to innovate Òthe right 

business modelÓ (Chesbrough, 2010:358), has been addressed by Afuah and Tucci (2003), 

Hedman and Kalling (2003), Markides (2008), Osterwalder et al. (2010), Massa and Tucci 

(2013), Velu, (2015). Casadesus-Masanel and Ricard (2010: 198) have also emphasized that 

business models refer to Òconcrete choices made by managers about how the organization must 

operate and the consequences of these choicesÓ, defining them as an Òobjective (real) entity.Ó   

Considering the performativity of models implies an understanding of them as objects, as 

Òsomething realÓ that can predict the competitive advantage of a technology, coupled with a 

certain model (Baden-Fuller and Mangematin, 2013:419). This includes the option of seeing 
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business models as objects that open doors with the aim of equating BMI with the idea of 

progress and the possibility of measuring that progress (Baden-Fuller and Mangematin, 2013). 

The value of a business model is reflected in the firmÕs financial performance and the return for 

stakeholders (Hedman & Kalling, 2003:52), and in Òthe right choice of interdependent 

activitiesÓ (Markides and Sosa, 2013:2). Furthermore, BMI has a contingent role in terms of a 

companyÕs existence (Zott and Amit, 2008:19) and VeluÕs (2015) study has shown a correlation 

between the degree of BMI and a companyÕs survival. A high degree of BMI is favourable, and 

a medium degree of innovation usually results in poorer performance. As a variable, over 

collaborating has a negative effect on a companyÕs survival rate as the degree of business 

innovation increases. To support this argument, Velu (2015:1) offers a definition of what a 

business model entails, comparative to product and process innovation:  

ÒBMI involves a more systemic change than product or process innovation because it 

involves changes to the customer value proposition, value creation and value capture. 

Hence, the degree of BMI could have a different effect on firm survival compared to 

product or process innovation.Ó 

In relation to the strategy employed, business models are understood to be a means of 

implementation (Zott and Amit, 2008, 2010; Velu, 2015), Òthe reflection of the firmÕs realized 

strategyÓ (2010:195).  

In conclusion, Zott and Amit (2010:223) argue that an activity system perspective is beneficial 

to researchers and practitioners concerned with business models, because they Òencourage firms 

in systemic and holistic thinking when designing its business model, instead of concentrating on 

isolated, individual choices.Ó  

 

2.3.2 Dynamic Capability Perspective 

 

In comparison with an activity system perspective, dynamic capability focuses on creating 

internal capabilities, which allow companies to maintain their position in the industry for longer, 

while making imitation challenging for competitors. To achieve this, companies must prove 

their flexibility to answer environmental challenges quickly (Teece and Pissno, 1994, Teece, 
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2007). Thus, top management plays a crucial role, as its decision-making shapes a companyÕs 

values and routines, and permits creation of dynamic capabilities. Dynamic capabilities combine 

quantifiable meta-routines, such as operational and strategic decisions, and qualitative factors, 

e.g. human action (Katkalo et al., 2010:1179).  

The specificity of dynamic capabilities is the fact that they need to be created, Òthey must be 

builtÓ (Katkalo et al., 2010:1178), and cannot be bought. Therefore, this perspective emphasizes 

the importance of managers as able to foresee possible market opportunities based on three 

types of managerial activity: sensing, seizing and transforming. All three components are 

significant for creating and capturing value, as the focus is on identifying opportunities and 

being able to recognize the need for continual renewal within a company. As underlined by Leih 

et al. (cited in Foss and Saebi, 2015), all three features directly relate to business model 

innovation, development and implementation. Sensing focuses on identifying new needs, 

seizing recognizes the needs and type of capabilities companies needs to build, and finally, 

transforming involves Òreinventing the business in response to the new opportunitiesÓ (Leih et 

al. cited in Foss and Saebi, 2015:33). 

 

Table 2. 2 Activities conducted to create and capture value, organized by clusters of dynamic capabilities. 
Source: Katkalo et al., (2010:1180) 
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Smith et al. (2010:450) define business models as: 

ÒThe design by which the organization converts a given set of strategic choices — about 

markets, customers, value propositions- into value, and uses a particular organizational 

architecture- of people, competencies, process, culture and measurement systems - in 

order to create and capture this value.Ó 

In consensus, Teece (2010) affirms that the essence of a business model is to deliver value to the 

customer, while seizing value for the company. By analysing the concept from the perspective 

of dynamic capability, Teece draws attention to two important limitations:  

a. Business models are easily emulated (Teece, 2010:173); therefore, developing 

capabilities to create value propositions and revenue models for each segment, as 

suggested by Osterwalder et al. (2010), and coupling business models with strategy, as 

noted by Magretta (2002) and Makrides (2006), is important. Further studies tackling 

this issue, Gambardella and McGahan (2010), Desyllas and Sako (2013) who argues 

about possibilities, to a certain extent, on IP protection on business models, but also 

argue for imitation of business models as being the basic strategy for entering new 

markets (Casadesus-Masanell and Feng, 2013).  

b. They are provisional (Teece, 2010:187), McGrath (2010) and Chesbrough (2010) 

confirm this, asserting that business models need to adapt and respond to market 

requirements.  

Moreover, Teece (2010) explains that the key role of a business model is to capture value from 

innovation. By offering the example of Thomas Edison, he claims that technology in the 

absence of a business model would yield no value.  

The fear of creating capabilities, which are easy to be copied, has been in focus of several 

studies (Enkel and Mezle, 2013, Abdelkafi et al., 2013, Desyllas and Sako, 2013).  Enkel and 

Mezle (2013) have observed a trend in the cross-industry imitation practiced by companies. 

Their study shows how imitation can serve as a method to identify new business models in the 

early stages of BMI. Companies might never adopt full business models, but would rather 

transfer specific components to generate a leap in their value proposition, using a process of 

abstraction, analogy identification and adaptation. The authors propose using analogical 
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imitations on a systematic basis to innovate business models. Pursuing the same line of thought, 

Abdelkafi et al. (2013) show in their case study of electric mobility, that transferability of 

business models from other industries can be a rich source for BMI. Transferability is possible 

given the difficulty to have IP protection on business models (Desyllas and Sako, 2013:101). 

However, their study shows that there are possibilities to protect parts of the model, as different 

kinds of IP protection complement each other and cover different aspects of a business model, 

such as, for example, licensing agreements, which enable active collaboration between partners, 

and therefore transfer of tacit knowledge. In their study, Gambardella and McGahan (2010) 

have shown that business model based on applications of Information and Communication 

Technology is accredited for IP protection. In the same line of thoughts, Bucherer et al. (2012) 

argue that product and service innovation are easier to copy than a business model:  

ÒNew business models are difficult for competitors to follow, not only because they 

require considerable time and effort to simultaneously change various elements, but also 

because the business model has to fit a companyÕs long- term strategy, corporate culture 

and core competencies.Ó (Bucherer et al., 2012:183) 

In consensus with Teece (2010), Demil and Lecocq (2010:227) distinguish between the static 

representation of business models, as Òblueprint for the coherence between the core business 

model componentsÓ and transformational ones, where the business model is Òa tool to address 

changeÓ, which is rarely discovered immediately, requiring Òprogressive refinement to create 

internal consistency and /or to adapt to its environmentÓ (Demil and Lecocq, 2010:228). Based 

on PenroseÕs notion of growth, which articulates the interaction between the resources in an 

organization, the authors have built a business model framework comprised of 

resources/capabilities, an organizational structure and a value proposition. According to their 

view, the resources accumulated by a company over time continuously react to each other to 

create uniqueness, thus managers need to consider how to combine the current resources to 

generate new value propositions. They argue that it is an Òongoing interaction between and 

within the core components of a business modelÓ (Demil and Lecocq, 2010:234), and these 

interactions are influencing the choice of what type of value proposition can be offered. For 

example, changes in the value network would generate changes in the resources available, thus 

in what can be put forward to the market. Furthermore, the changes within the components are 
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referring to the cause-effect relation between the sub-elements of the same component. In 

building their argument that a business model is continuously evolving, whether deliberately 

altered or reframed by the environment, Demil and Lecocq (2010:235) discuss the signs of this 

evolution that managers should be able to observe. These include a change in revenue and cost 

structures, adapting different organizational processes and externalizing parts of the value chain. 

Therefore, given these properties, business models are in a “permanent state of transitory 

disequilibrium” (p.240), fixed by managerial decisions for a short period only.  

From a dynamic capability perspective, organizational design holds a central position, as 

managers need to make choices about how to organize their capabilities to effectively create and 

capture value. Katkalo et al. (2010) explain that sensing and seizing are highly related to 

exploitation and exploration as posited by OÕReilly and Tushman (2004). In ambidextrous 

organizations, managers need to create space for both exploitation and exploration to allow new 

business models to emerge alongside the corporate model, in the case of complex organizations 

multiple models (Smith et al., 2010; Dunford et al., 2010). Managers need to have the ability to 

make decisions dynamically and implement different matrixes of success to explicate the 

explorative and exploitative side of the business model; achieving learning at multiple levels, 

encouraging conflicts and managing contradictions, and allowing a leader centric or team 

centric structure that is committed to a goal (Smith et al., 2010). Along the same line of 

thoughts, when taking a resource and capability perspective, McNamara et al. (2013) argue that 

multiple, even competing business models can co-exist in competitive markets generating 

different value creations and value appropriation outcomes. Interestingly, the authors 

demonstrate through a cross-sectional analysis of the English Premier League that it is possible 

to shift from one business model to another, although it involves Òan uncertain transitional state 

business modelÓ, a Òvalley of deathÓ (McNamara et al., 2013:476), with high probability of 

leading to a decline in profits. If a firm succeeds in managing risks, then it can move towards 

another stable business model to increase value creation for its customers, but not necessarily 

yielding profits for the firm (McNamara et al., 2013:476). Therefore, there is no connection 

between a changing business model and increased profitability.  

In relation with strategy, Da Silva and Trkman (2014:383) explain Òstrategy shapes the 

development of capabilities that can alter current business models in the future.Ó Business 
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models, when seen from present or short-term perspectives, are bound by the dynamic 

capabilities created by a strategy, which is defined as a long-term perspective. In offering 

Amazon as an example for moving towards cloud computing and building dynamic capabilities 

for a shift, DaSilva and Trkman (2014:383) affirm: Òthe development of excessive dynamic 

capabilities represented a strategic decision to move away from its initial business model.Ó For 

example, when the strategy has decided to shift towards servitization new types of capabilities 

need to be built (Willemstein et al., 2007; Wooder, and Baker, 2012; Velamuri et al., 2013; 

Maglio and Spohrer, 2013; Visnjic et al., 2014). However, not only strategy influences the 

innovation of a business model, but the acceptance of a new technology as well (Bond and 

Houston, 2003; OÕConnor and Rice, 2013). Therefore, researchers have studied Òhow the 

characteristics of technology affect the selection of business modelsÓ (Pries and Guild, 

2011:151); and the dynamics between technology and business models, especially in cases 

where radical technological innovation prompts incumbents to face business model dilemmas 

(Tongur and Engwall, 2014). Furthermore, CavalcanteÕs (2011, 2013) studies demonstrate that 

companies use technology to extend their business model, however they never use a business 

model perspective to analyse the types of change needed to be adopted when a new product or 

service is sold to customers. The author indicates that well-known strategy tools, such as 

PESTEL or SWOT, tend to be used for analysing the commercial potential of a technology, but 

never a business model. 

In the literature, there was also a tendency to combine theories. For example, Achtenhagen et al. 

(2013:429) aim to illustrate types of Òcapabilities and activities that are critical to support value 

creation over timeÓ, aiming to drive BMI by combining dynamic capability perspective with 

strategy as practice. Dynamic capability has helped authors to theorize business models by 

explaining sources which drive firm success over time and Òdifficult to replicate capabilities,Ó 

while strategy as practice has provided an opportunity to observe micro-processes that construct 

strategies. The authors believed that a dynamic capability perspective does not explain the 

micro-foundations of activities that shape capabilities. Thei research concludes that strategizing 

action and critical capabilities are complementary, and so managers need to reinforce this 

complementarity to sustain consistent business model change. Furthermore, leadership, 

employment commitment, and organizational culture are crucial to business model change. 

Another interesting coupling of theories was put forward by Da Silva and Trkman (2014), who 
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affirmed that business models are rooted in a resource-based view and transaction-cost 

economics. They explained, Òresources per se do not bring value to customers, but the manner 

that they are transacted,Ó and formulated a new definition for a business model: Ò BM is a 

specific combination of resources which through transactions generate value for both customers 

and the organizationÓ (Da Silva and Trkman, 2014:382). The authors define an organization as a 

bundle of resources and capabilities (Barney, 1991), and articulate that strategy involves dealing 

with building dynamic capabilities, while business models are about resource configurations.  

 

2.3.3 Discovery Driven Perspective 

 

ÒIn reality new business models rarely work the first time around, since decision makers 

face difficulties at both exploratory and implementation stages. (…) An emerging dynamic 

perspective sees business model development as an initial experiment followed by constant 

revision, adaptation and fine-tuning based on trial-and-error learningÓ (Sosna et al., 

2010:384). 

From this stance, BMI is seen as a key driver for success (Sosna et al., 2010, Chesbrough, 

2010), as demonstrated by companies applying BMI, such as Apple, Nestle. Even though 

examples have proven successful, BMI requires openness to experimentation and a trial and 

error mind-set, as Ònew business models rarely work the first time aroundÓ (Sosna et al., 

2010:384). A discovery-driven perspective focuses on the significance of trial and error in the 

context of business models, suggesting an experimental approach (Magretta, 2002; McGrath, 

2010; Chesbrugh, 2010; Yunus et al., 2010; Doz and Kosonen, 2010; Sosna et al., 2010; Bock et 

al., 2012, Andries and Debackere, 2013, Gudiksen, 2015). From this perspective, scholars agree 

Òstrategies engage in local search, in response to specific problems or opportunitiesÓ (Martins et 

al., 2015: 101); thus, strategies are more discovery driven, than plan driven (McGrath, 2010), 

and business model development is characterized Òas an initial experiment followed by constant 

fine-tuning based on trial-and- error learningÓ (Sosna et al., 2010: 384). 

From a similar viewpoint, Magretta (2002:46) defines business models as Òa set of assumptions 
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about how an organization will perform,Ó and a Òstory of how an enterprise works.Ó She 

positions the term within the discipline of management, explaining that the need to use a term 

such as Òbusiness modelÓ emerged from the need to model scenarios to test how change to 

certain elements of a system might influence the rest of it. McGrath (2010:248) states that 

ÒmodelÓ implies Òexperimentation, prototyping (É) gives a sense of firm in action,Ó which is 

essential to understanding BMI. Therefore, when concentrating on experimentation, McGrath 

(2010:248) explains that neither an industry positioning view (resource —based view), relating to 

finding a place in an industry and defending it; nor a dynamic capability view, which 

emphasizes creating difficult to copy resources, can explain business model development. The 

author argues that the need for a dynamic perspective is determined by the characteristics of 

certain business models, which force managers to have an outside in, rather than an inside out 

approach to their businesses. This implies that customers, and not core competence thinking, 

combined with experimentation, are central to innovating business models. Furthermore, the 

design of a business model cannot be Òfully anticipated in advanceÓ McGrath (2010:248) and 

neither can the success of the model. Therefore, Chesbrough (2010) confirms McGrathÕs (2010) 

perspective, stating that companies need to develop capabilities for BMI, because Òit is not a 

matter of superior foresight ex ante- rather, it requires significant trial and error, and quite a bit 

of adaptation ex postÓ (Chesbrough, 2010: 356). When these capabilities are missing, conflicts 

emerge between existing technologies and new ones, which often results in a need for a new 

business model. In these scenarios, confusion and obstruction (Chesbrough, 2010:359) emerge 

and halt innovation.  

Scholars working under this perspective consider leadership (Chesbrough, 2010; McGrath, 

2010; Doz and Kosonen, 2010; Sosna et al., 2010) as the main driver of innovation. There is a 

fear and high tendency to resist BMI, especially among established companies. McGrath (2010: 

257) quotes Clayton Christensen to explaining this: Ònew models are often designed for 

customer that an incumbent doesnÕt serve, at price points they would consider unattractive, and 

builds on resources that they donÕt have: from the perspective of an established firm, new 

models can look positively unattractive.Ó McGrath (2010:256) proposes a solution based on 

small investments, in opposition to one Òblack holeÓ and a onetime significant investment with 

Òunlimited downside risk.Ó Doz and Kosonen (2010) argue that lack of leadership can be one of 

the most important barriers to innovation, given the fact that managers become trapped in their 



 53 

own ÒrigidityÓ. Furthermore, the authors affirm that Òbusiness models tend also to be naturally 

stable, and hard to change,Ó and this stability is given by managersÕ engagement in a continuous 

search for efficiency and predictability (Doz and Kosonen, 2010:370). Therefore, commitment 

and a high level of resilience is critical for conducting experiments with business models, as 

changes in this area demand both the internal validation of stakeholders, and the external 

validation of customers (Sosna et al., 2010:385). The process is acknowledged as more complex 

in established companies, where fear of failure is high:  

ÒChanging business models is seen as an iterative, trial-and-error process, which is 

especially challenging for established firms that cannot afford to make mistakes when 

redesigning business model because of the potential negative effects on their existing 

business.Ó (Hienerth et al., 2011:345) 

In these conditions, the role of leadership in creating sufficient strategic flexibility to allow BMI 

is essential. Studies have shown that creative cultures and loosely coupled organizations reduce 

resistance to change and allow modular thinking (Bock et al., 2012). Furthermore, the 

organizational design in large firms, which were previously considered to be result from 

rigorous planning, are now understood to be dynamic and emergent. CEOs are urged to maintain 

high flexibility, to account for uncertainty in markets, products, macroeconomics, and 

technological change. Managers must also optimize extant operations, while preparing the same 

functions for rapid and discontinuous change (Bock et al., 2012:301). 

 

2.3.4 Cognitive Perspective 

 

Doz and Kosonen (2010) argue that business models can be defined as either objects or subjects. 

As an object, a business model is a set of interdependent operations, embedded in tacit routines; 

whereas, as a subject, a business model represents cognitive structure and beliefs about a firmÕs 

boundary and value creation activities: 

ÒBusiness models can be defined both objectively and subjectively. Objectively, they are 

sets of structured and interdependent operational relationships between a firm and its 

customers, supplier, complementors, partners and other stakeholders, and among its 
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internal units and departments (functions, stuff, operating units, etc.). But for the firmÕs 

management, business models also function as a subjective representation of these 

mechanisms, delineating how it believes the firm relates to its environment. So business 

models stand as cognitive structures providing a theory of how to set boundaries to the 

firm, of how to create value, and how to organize its internal structure and governance.Ó 

(Doz and Kosonen, 2010:370-371) 

The objective view defines business models as stable constructs, and hard to change, while the 

subjective manner of defining a business model sculpts the novel cognitive perspective of 

analysing a concept putting managerial mental models in focus (Furnari, 2015; Martins et al., 

2015, Mikhalkina, and Cabantous, 2015). The mirage of a stable business model is created by 

the need for efficiency and predictability (Doz and Kosonen, 2010:371), but this only locks 

companies in rigid and inflexible routines.  

Considered the most challenging and interesting agenda when studying business models, Baden-

Fuller and Haefliger (2013:418) argue, ÒThis perspective sees them not just as Ôreal phenomenaÕ 

but as cognitive instruments that embody important understanding of causal links between 

traditional elements in the firm and those outside.Ó ManagersÕ visions shape organizations and 

influence the type of technology developed or accepted, based on cause and effect beliefs about 

whom the customer should be and how value is created for them.  Agreeing with this statement, 

Aversa et al. (2015:153) argue that these models should be employed as Òmanipulable 

instruments (instruments that can be voluntarily shaped and changed to gather insight).Ó When 

envisioning models as Òmanipulable,Ó the action of ÒmodellingÓ becomes possible, and thus, the 

authors introduce modularization as a method to innovate business models. 

This Òcognitive biasÓ (Chesbrough and Rosenbloom, 2002; Chesbrough, 2010) is more obvious 

in established companies, where managers use existing models to filter innovative practices. 

Chesbrough and Rosenbloom (2002:531) explain there is a trend toward abandoning 

innovations that require change in business models. They link their argument with Prahalad and 

BettisÕ (1986) notion of a dominant logic, which is a Òset of heuristic rules, norms and beliefs 

that managers create to guide their actions.Ó Chesbrough and Rosenbloom (2002:531) explain 

that technology managers need to Òmake senseÓ (Weick, 1993) of both new technology and new 

markets dedicated to that technology, as both elements are defined by uncertainty. Meaning 
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needs to be created, to allow adaptation to the new information and possibilities that challenge 

existing business logic. Therefore, Chesbrough and Rosenbloom (2002) define business models 

as differing from strategy, as they convey a set of hypotheses on how to deliver value to 

customers, and how to adapt continuously to market changes. A business model is a Òproto 

strategy,Ó because it is based on information Òcognitively limited and biased by the earlier 

success of the firm,Ó whereas a strategy is assumed to rely on more Òreliable information 

availableÓ (Chesbrough and Rosenbloom, 2002: 535). 

Martins et al. (2015:102) explain that in comparison with other perspectives, in which the focus 

is on creating optimal business models in response to various exogenous sources of distress, and 

where managers are taking rational decisions to link the components of business models with 

optimal result, the cognitive perspective aims to explain business model creation, development 

and innovation according to managerial cognition and schemas. The existing schemas at a 

certain point in time inform the organizational knowledge of the company. Business models 

schemas are defined as Òcognitive structures that consist of concepts and relations among them 

that organize managerial understandings about the design of activities and exchanges that reflect 

the critical interdependencies and value- creation relations in their firmsÕ exchange networksÓ 

(Martins et al., 2015:105). This results in business models being viewed as cognitive constructs, 

not environmental ones, meaning: Òbusiness models schemas can be understood as vehicles for 

enactment of environmentsÓ (Martins et al., 2015:105). Moreover, the authors articulate that 

business model schemas function as design logics Òthat guide how managers structure relations 

among attributes, even when they change specific attributes or linksÓ (Martins et al., 2015:105), 

while strategy schemas are frames for decision making.  

From this perspective, for business models innovation to occur, managers need to develop 

strategic agilities (Doz and Kosonen, 2010:371). These include three Ômeta-capabilities:Õ 

strategic sensitivity, which allows the firm to observe when it is time to transform the existing 

model; leadership unity, which denotes collective commitment for difficult decisions and 

adaptive leadership; and resource fluidity, whereby resources are made available for 

redeployment to fulfil new opportunities. Seeking to contribute to the cognitive perspective, 

Martins et al. (2015) propose two cognitive processes, namely analogical reasoning and 

conceptual combination, to change schemas actively.  
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Several scholars have adopted a cognitive perspective from which to analyse business models. 

Tikkanen et al. (2005) consider MagrettaÕs (2002) statement that a business model is composed 

of aspects drawn from both cognitive and material facets of the firm, and focus their research on 

understanding how the material aspect of the business model, here they include the ÒcompanyÕs 

business strategy, business network, operations, and finance and accountingÓ (Tikkanen et al., 

2005:790), merges with managerial cognition, meaning the companyÕs belief system. To 

highlight this, the business model is conceptualized as Òthe sum of material, objectively existing 

structures and processes as well as intangible, cognitive meaning structures at the level of a 

business organizationÓ (Tikkanen et al., 2005:790). The belief system is formed by industry 

recipes (rules of the game in a certain industry); reputational ranking (evaluation of the firmÕs 

performance in comparison with its competitors), boundary beliefs (beliefs that inform identity), 

and product ontology (cognitive representations of the relationship between offering and market 

need) (Tikkanen et al., 2005:792). The authors affirm that Òmanagerial actions shape business 

models in timeÓ and indicate the evolutionary perspective, as BMI is a Òprocess of imitation and 

mutation,Ó influenced by social context, competitors and potential customers (Tikkanen et al., 

2005:802). Therefore, the authors have emphasized that the business model in practice relates to 

the management of human resources and perceptions; as business model deal with Òpragmatic 

sensemakingÓ issues (Tikkanen et al., 2005:805). Aspara et al. (2013) have analysed how 

executive cognitive processes sustain a companyÕs development of its business model. More 

specifically, they studied business model transformation over time, using NokiaÕs development 

as case study. They define a corporate business model as something that,  

ÒResides primarily in the mind-sets of the corporationÕs top management or top 

management team members-essentially, it is the corporate top managersÕ perceived logic 

of how value is created by the corporations, especially regarding value- creating links 

between the corporationÕs portfolio of businesses.Ó (Aspara et al., 2013:460) 

The corporate business model is typically characterized as a conceptual tool connecting the 

business logic with business units. Here, business unit is affected by: Òthe business unit 

managerÕs perceived logic of how the unit in question functions and creates value, in connection 

with both its market environment and within the corporationÓ (Aspara et al., 2013:460). The 

study revealed that a business model works as the manager intends, meaning that the core 
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elements of the business and the link between them correspond with top management perception 

about both elements. Therefore, the authors propose studying perceived managerial logic at two 

moments in time, for witnessing the transformation of business models over time. Their results 

show certain elements, those considered successful, were recycled in the new models, and that 

total transformation of a business model was very rare. Therefore, the prime limitation on the 

cognitive perspective is the bounded rationality of the manager (Porac and Tschang, 2013).  

Scholars adopting a cognitive perspective to understand business models affirm that managerial 

sensemaking require empirical review. Chesbrough and Rosenbloom (2002:536) explain that 

constructing business models in highly complex environments shares much with WeickÕs (1993: 

636) notion of sensemaking: ÒSensemaking is about contextual rationality. It is built out of 

vague questions, muddy answers, and negotiated agreements that attempt to reduce confusion.Ó 

Thus, sensemaking processes can be defined and shaped by dominant logic: Òthe filtering 

process within a successful established firm is likely to preclude identification of models that 

differ substantially from the firmÕs current business model.Ó Furthermore, Chesbrough 

(2010:359) shows that the main barriers to innovating a business model are obstruction and 

confusion. He explains, managers need to understand the cognitive role of business models, and 

move away from the belief that the right business model for a certain technology is known from 

the outset. He underlines the importance of leadership, experimentation and effectuation as tools 

to overcome Òcognitive blindnessÓ (Baden-Fullar and Mangematin, 2013: 423) as managers act 

on contextual rationality and meaning follows action (Weick, 1995).  

 

2.3.5 Actor Network Theory 

 

A newly emerging perspective for studying business models and their innovation process is 

actor network theory. Doganova and Eyquem-Renault (2009) explores the evolutions of 

business models from the beginning until full development by looking at their materiality, 

power point presentations, business plans etc. In an entrepreneurial environment, business 

models become boundary objects that travel in time and space. Thus, in the study of Doganova 

and Eyquem-Renault (2009), the business model evolves as the network that allows the 
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technology to reach the market increases. In this way, a business model becomes both a 

Ònarrative and a calculative device.Ó  

In an historical study of the business model development conducted using ANT, Mason and 

Spring (2011:1038) affirm Òbusiness models can be understood as a framing device for 

influencing and shaping collective and individual action.Ó Furthermore, the study agrees with 

Doganova and Eyquem-Renault (2009) in affirming that business models act as framing devices 

when embedded in artefacts such as business plants, power points slides, reports, and the have a 

certain Òperformative power to shape and influence the action of othersÓ (Mason and Spring, 

2011:1038).  

Using the same perspective, Demil and Lecocq (2015:32) study the Òmicro-processes leading to 

a business model emergenceÓ and define business models Òan artefact that creates 

commensurabilityÓ and Òa network of multiple artefactsÓ (Demil and Lecocq, 2015:35).  ANT 

assumes that everything is and emerges from a web of relationships and the question is how to 

make that network stable.  

When studying business models through ANT, it facilitates an understanding of Òhow things are 

agglomerated and assembled to create new realitiesÓ (Demil and Lecocq, 2015:37). 

Furthermore, the study affirms that a pure cognitive reasoning of business model is not 

expressing the complexity of creating a model, and Òthe advantages and benefits of a given 

business model are generally only identified and become obvious after its implementationÓ 

(Demil and Lecocq, 2015:53). Interestingly, the same study shows that the artefacts used for the 

creation of each business model element were different, and they were used as sensemaking 

devices to managers.  

 

2.3.6 Conclusions  

 

Analysing the five perspectives, an attempt can be observed to answer the same type of 

questions: what a business model is and what the processes of business model innovation are, 

how does the company interact with the environment and how is this interaction influencing the 

internal innovation processes, what can be noticed as triggering innovation of business models, 
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what is the relation between business model and strategy, and what is the role of the manager in 

this process. These themes are summarized in table 2.3: 
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2.5 Conclusions and an emerging perspective: Enactment  
 

The five perspectives put forward, as seen in table 2.3, range from objective, rational decision 

making, to subjective perceptions of business model innovation influenced by managerial 

cognition. The five schools agree that managers need to direct the process of BMI; however, 

they admit that different levels of rationality might shape the company, the environment and 

even the model itself. Furthermore, all the perspectives put forward acknowledge the 

contingency effect from business model innovation on companiesÕ survival, although they differ 

in accepting the same triggers and manners of acting. An activity system considers the 

connections between internal/external activities of the focal business, while dynamic capabilities 

reflect on the way imitation is avoided when preparing to adopt a competitive position in an 

industry. In an activity system perspective, the design of linkages between the elements of the 

business models are vital, while in a dynamic capability the linkages are influenced by the 

resources available and they are both between and within components.  

There are strong similarities between discovery-driven and cognitive perspectives, as both 

emphasize the need for a trial and error approach, admitting that business models are not 

generated from the first try-out, but that a number of factors intervene, ranging from inertia and 

fear of failure to fear of the considerable investments potentially required. However, the 

cognitive perspective argues for BMI as managerially motivated, rather than illustrating external 

sources or internal financial crises, discussing how the model enacts the features of the 

surrounding environment and not the reverse. Beyond this, managers are sensemakers and 

enactors. The streams of research involved in assessing business model innovation focus on 

either internal resources or rational plans made by top management about how those resources 

are to be used, or on experimentation and prototyping to use resources differently. These 

perspectives neglect the enactment steps taken by employees involved in the creation of the new 

model. BMI is regarded as being mainly a senior management task, and the implementation of it 

is typically a top-down initiative, driven by ideas about optimizing existing resources and 

capabilities.  
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More than ten years ago, Chesbrough and Rosembloom (2002) defined business model as a 

mediation construct between technological input and economic output. In their paper, the 

authors argued that the development of a business model was a greater challenge for mature 

companies than start-ups, because established routines generate reluctance among managers to 

adopt new technology and practices that do not fit the existing business model. They referenced 

sensemaking and Weick (1995) to explain that the construction of business models not only 

concerned resources and how they are linked, but also the cognitive characteristics of the actors 

involved in the decision-making process. Furthermore, Chesbrough (2010) identified two 

explanations for the barriers to business model development: obstruction and confusion. 

Researchers that accept the obstruction perspective, such as Amit and Zott (2001) work as cited 

by Chesbrough (2010), believe that managers are convinced from the outset about the right 

business model for a certain technology. By contrast, the confusion, as proposed by Chesbrough 

(2010), suggests that managers do not control this information, as humans act on context 

rationality (Weick 1995), in which meaning follows action. Pursuing the same argument, Demil 

and Lecocq (2010) explain that common methods of studying business models, which involve 

developing normative frameworks that reduce businesses to their value creation and value 

capture mechanisms, fail to reveal the Òhow” behind the process of the creation of a business 

model. George and Bock (2011:89) emphasize the need for discovering the mechanisms and 

processes of business model innovation, and explain that narrative sensemaking is a possible 

theoretical lens through which to examine this. Magretta (2002) argues that business models 

comprise both material/economic and narrative facets, while Tikkanen et al. (2005) claim that 

managerial cognition and sensemaking activities are additional and important sides of any 

business model. These studies reveal a need for a new conceptualization of the term business 

model, which extends beyond the resource-driven view, to allow us to understand the creation of 

a business model through enactment processes possible in mature organizations.  

Therefore, the next chapter introduce sensemaking, with focus on enactment theory (Weick, 

1979) as the theoretical lens I employ in this thesis for understanding the processes behind the 

emergence of new business model inside an established company.  
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Chapter III: Sensemaking and enactment theory 
 

 

3.1 Introduction 
 

This chapter introduces WeickÕs (1995) sensemaking theory, with focus on enactment (Weick, 

1979) as a perspective for understanding the processes involved in the creation of business 

models in incumbent companies. In the first section of the chapter, the traditional sensemaking 

framework, focusing on the seven sensemaking proprieties is introduced, followed by triggers 

that prompt actors to enter a sensemaking process. The next section analyses the centrality of 

enactment to sensemaking, and introduces the analytical framework derived from the theory, 

which is to be use in this research.  

 

3.2 What is Sensemaking? 
 

Originating in the field of organizational studies, sensemaking describes how people create 

meaning when an unexpected event interrupts the anticipated flow of ongoing situations. 

Sensemaking aims to understand how people Òconstruct what they construct, why, and with 

what effectsÓ (Weick, 1995: 4), beginning with the question Òis the situation the same or 

different?Ó If it is found to be different, people begin to retrospectively notice cues, interpret 

those cues and respond by trying to enact new plausible meanings (Weick et al., 2005).   

The term was coined by Karl Weick in 1995, and it is defined as:  

[Literally [É] the making of sense [É] it is the sensemaking mechanism that 

organizational members use to attribute meaning to events, mechanisms that includes the 
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standards and rules for perceiving, interpreting, believing, and acting that are typically 

used in a giving cultural setting (Weick, 1995:4-5).  

Sensemaking is a response to failed expectations, when surprises appear, Òsensemaking enables 

people to integrate what is known with what is conjectured, to connect what is observed with 

what is inferred. Sensemaking is a deliberated effort to understand effortsÓ (Klein et al, in 

Holmen, 2007:114) 

ÒSenseÓ refers to meaning and ÒmakingÓ refers to the activity of creating something (Weick, 

1995:7). Therefore, sensemaking exposes how constructions are enacted through the everyday 

actions of actors, underlining that actions precede meanings. In simple terms, sensemaking takes 

place to answer two questions: what is going on here? / what is the story? and what am I going 

to do next? (Weick, 1995; Weick, Sutcliffe and Obstfeld, 2005), and consists of three elements: 

a frame, a cue, and a connection. Sensemaking involves placing stimuli into a framework, and a 

meaning arises when a link is made between the frame and a cue. Weick (1995:110) explains 

that the frame represents Òthe past moments of socializationÓ, while cues are Òpresent moments 

of experienceÓ. When these two moments are connected, meaning is created. Therefore, it is 

central to sensemaking to understand what people Òdraw onÓ (Weick, 1995:109) when 

interpreting objects. People function within certain frames that serve to determine which cues 

they notice and extract. This process of connecting and, therefore, creating order, i.e., 

Òstructuring the unknownÓ, is at the core of sensemaking.  

Sensemaking is also about communication, interactive talk, and language. Talk materializes and 

brings a situation into existence through articulation, thus it is Òthe social process by which the 

tacit knowledge is made more explicit and usableÓ (Weick et al., 2005:413). When it is noticed 

that something does not fit and somebody articulates this, a new object is created. In this way, 

speech brackets actions and gives them meaning. However, there is also a ÒfallacyÓ (Weick, 

1995:4), which arises when an event is not articulated despite being observed for its 

unfamiliarity. Unfamiliarity can only be explained within the boundaries of known vocabulary, 

which is influenced by a certain context. Understanding the context, especially in an 

organization, is important because Òit binds people to action that they then must justify, it affects 

the saliency of information, and it provides norms and expectations that constrain explanations. 

(É) People in organizations are in different locations and are familiar with different domains, 



 68 

which means they have different interpretations of common eventsÓ (Weick, 1995:53).  Thus, 

people drawn on context, on Òperceptual frameworksÓ (p.109), on frame which Òenable people 

to locate, perceive, identify, and label occurrences in their lives and worldsÓ (Weick, 1995:109), 

and Òframes can organize relationships that are special, causal, temporal, functional scriptsÓ 

(Klein et al, in Holmen, 2007:119). Therefore, the identification of cue and how meaning is 

created depends both on background experience and the frame one is a part of. For arguing this 

sensemaking feature, Klein et al, in Holmen (2007) gives the example of an experience climb 

holder in comparison with a novice one. While the experienced one would look for different 

places for holders and have more frames to rely on provided by experience, the Òbeginner would 

look for what can and cannot be achieved and what can be used as a holdÓ Klein et al, in 

Holmen (2007: pp. 129-130). Thus, context, and especially social context is very important for 

sensemaking. It has the power of both determining the type of cues one would extract, and how 

this cue is going to be interpreted (Weick, 1995:51). Social context Òbinds people to action that 

they then must justify, it affects the saliency of information, and it provides norms and 

expectations that constrains explanationsÓ (Weick, 1995:53).  This is especially important in 

organizations, as people are working in different departments, which implies that they interpret 

events differently, which might determine conflicts and power struggles. Based on this 

argument, Weick (1995) refers to the different kinds of vocabularies actors draw on when trying 

to make sense, meaning to connect a cue with the frame, emphasizing the idea that people use 

different vocabularies. Weick (1995:111) explains that frames tend to be Òpast moments of 

socializationsÓ, while cues are the experiences of the present. When looking at frames, they 

make take the form of vocabularies of ideologies, third-order control, paradigms, theories of 

actions, traditions, and stories.  

Ideologies, which are defined by Trice and Bayer (1993) as Òshared, relatively coherently 

interrelated set of emotionally charged beliefs, values, and norms that bind some people together 

and help them to make sense of their worldsÓ (in Weick, 1995:111). Ideologies point towards 

certain expectations in terms of outcomes, behaviour, cause-effect relations, and it is an 

Òalternate source of organizational structureÓ (Weick, 1995:113).  Ideologies are Òtranslated into 

actionÓ (Weick, 1995:117), especially when managers are facing non-routines technologies, 

through third —order controls, which are Òassumptions and definitions that are taken as given, 

and are called Ôpremises controlÕ because they influence the premises people use when they 
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diagnose situates and make decisionsÓ (Weick, 1995:117). Weick (1995:118) defines 

paradigms, in comparison with ideologies and third-order control, stating that they Òare more 

self-contained systems, capable of serving as alternate realities, and/or a subjective point of 

view that determines what a person perceives, conceives, and enactsÓ (Martin and Meyerson, 

1988:93, in Weick, 1995:188). Furthermore, paradigms have been defined as Òset of 

assumptions, usually implicit, about what sorts of things make up the world, how they act, how 

they hang together, and how they may be knownÓ (Brown, 1978:373, in Weick, 1995:118). 

Theories of actions are built on stimulus-response and trial and error sequencing, while 

traditions are Òpatterns that have been transmitted at least twice over generationsÓ (Weick, 

1995:124). Lastly, stories, which are vocabularies of sequence and experience, add value to 

sensemaking by building on lived experiences that serve to guide future actions.  

 

Weick (1995) emphasizes that sensemaking is about the creation of order and the achievement 

of plausible stability when encountering the unexpected and the unfamiliar, such as when 

surprise disrupts organizational routines. The gap between the new situation and the former 

expectation, i.e., between the prediction about the future and the new reality, triggers novel 

questions, struggles, and negotiations, to create meaning to comprehend the new situation. The 

new discrepancy prompts a need for an explanation, and frequently the result is that several 

meanings are given to the same event (Mills and Mills, 2010). Thus, sensemaking occurs when 

the flow of actions becomes unintelligible, because a disruption of expectations has occurred 

(Weick et al., 2005:409). To understand what has happened Òpeople look first for reasons that 

will enable them to resume the interrupted activity and stay in action; these reasons are taken 

from frameworks such as institutional constrains, organizational premises, plans, expectations, 

acceptable justifications, and traditions inherited from predecessorsÓ (Weick et al., 2005:409). 

Once the ÒsurpriseÓ (Weick, 1995, 2005) has been reframed as Ònormal,Ó the sense making 

process is stabilized. For example, this arises when a new technology is no longer perceived as 

new because the adaptation process is complete, thereby signifying that the process of creating 

meaning around the technology has been stabilized (Seligman, 2006). 

Sensemaking transpires at both the individual and the collective level. Like individuals, 

organizations seek to define their identity and create collective meaning, to assure resilience, as 
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Òit doesnÕt take much to stop being an organizationÓ (Weick, 1993). Weick (1993) explains that 

resilient organizations can lose momentum if they fail to understand that sensemaking is about 

contextual and not strategic rationality. Hence, sensemaking is not about pragmatic questions 

that point towards solutions, rather it is built on Òvague questions, muddy answers, and 

negotiated agreements that attempt to reduce confusionÓ (Weick, 1993:9). During the Mann 

Gulch disaster, the firemen, facing a situation they had never encountered before, were not 

seeking a strategy, but an understanding of who they were in that situation, given the lack of 

past experiences with which to bracket, label, and determine ongoing action. Organizations can 

collapse because the identity question remains unanswered where there is an absence of 

Òsomeone able to create order with whatever at handÓ (Weick, 1993:9). Leadership is needed in 

the form of a sensegiver (Gioia and Chittipeddi, 1991), essentially a map provider. Weick stated 

that any map is better than no map, as it can create a space for generic subjectivity, in which 

Òroles and rules exist, and that enables individuals to be interchangedÓ (Weick, 1993:5), thus it 

functions as a frame for ongoing action and social interaction.  

Weick refers to WileyÕs (1988) argument that there are three macro levels when discussing 

sensemaking, which are ÒaboveÓ (Weick, 1995:70) the level of the individual. These are 

intersubjective, the generic subjective, and the extrasubjective. Intersubjective is attained when, 

through communication, the ÒIÓ becomes ÒweÓ (Weick, 1995:71). Intersubjectivity is a 

reference to Òinteraction, mutually reinforcing interpretations and beliefs, values, and 

assumptionsÓ (Weick, 1995:73), where Òface-to-face social interaction in real timeÓ (Weick, 

1995:72) allows innovation to emerge from an Òintimate contact.Ó This state is relevant until 

structures, artefacts, and management technology are in place and recognized by everyone. At 

this point, the need for a person to occupy a certain role is no longer important, although their 

function endures; Òconcrete human beings, subjects, are no longer presents; selves are left 

behind at the interactive levelsÓ (Weick, 1995:71), so generic subjectivity arises. Nevertheless, 

in times of change, for example when adopting a new technology, Weick (1995) argues that 

generic subjectivity dissolves, as people step back to formulate understanding and 

intersubjectivity in response to the new situation of uncertainty. Generic subjectivity represents 

control, and management needs to negotiate the transition from innovation (intersubjectivity) to 

control (generic subjectivity). Bridging these two is at the core of sensemaking: Òorganizations 

are adaptive social forms; as intersubjective forms, they create, preserve, and implement the 
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innovations that arise from intimate contact. As forms of generic subjectivity, they focus and 

control the energies of that intimacyÓ (Weick, 1995:72-73). Weick (1995) argues that in this 

context, where organizations are defined as Òa set of interactions and entities that are moving 

continuously between INTER and GENERICÓ (Weick, 1995:73), the focus should be on 

answering the question: Òhow does action become coordinated in the world of multiple 

realities?Ó as information is lost in the transition from one condition to another. Furthermore, 

the goal of organizations, when viewed as sensemaking systems, Òis to create and identify 

events that recur to stabilize their environment and make them more predictableÓ (Weick, 

1995:170), in response to the ongoing pressure to develop generic subjectivity to assure control.  

Sandberg et al. (2015:11) offers a comprehensive literature review of how researchers have 

utilized sensemaking perspective. In their work, the authors identified that sensemaking has five 

components: (i) it is made of specific episodes; (ii) it is triggered by ambiguous events; (iii) it 

happens through specific processes, (iv) it generates an outcome, and (v) it is influenced by 

Òspecific situational factorsÓ.  

i) Made of specific episodes: Sandberg et al. (2015:11) affirm: Òperhaps the most 

distinctive constituent of sensemaking, in its fully developed form, is the 

conceptualization of ÔsensemakingÕ as something confined to the specific episodes that 

occur from the moment some ongoing organizational activities are interrupted until they 

are satisfactorily restored (or in some cases permanently interrupted).Ó For example, 

sensemaking typically focuses on specific events, such as crises, disasters, and 

restructuration.  

ii) Triggered by ambiguous events: These episodes are triggered by specific events, by Òan 

equivocal event that interrupts actorsÕ ongoing activitiesÓ Sandberg et al. (2015:12). The 

authors identified a tendency in the literature to study major planned events and 

unplanned ones, such as disasters, that have suffered interruptions, to determine the 

initiation of the sensemaking process. Furthermore, minimal attention has been paid to 

the minor planned or unplanned events that interrupt the everyday activity of 

organizations. Major planned events, in the form of meetings, are still more commonly 

the subject of sensemaking studies, with minor unplanned events, such as Òsmall 

misunderstandings between actorsÓ (which might result in a detour from the daily 
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routine or even grow into a major unplanned event) being largely neglected.  

iii) Happens through specific processes: Òmaking of senseÓ or the restoration of the 

interrupted ongoing flow is constituted by three interconnected processes: creation, 

interpretation and enactment. These three elements are defined as follows:  

�  Creation is a Òprocess which involves bracketing, noticing, and extracting cues from 

our lived experience of the interrupted situation — creating an initial sense of the 

interrupted situation, which people then start interpretingÓ (Weick, 1995: 35); 

�  Interpretation Òinvolves fleshing out the initial sense generated in the creation 

process and developing it into a more complete and narratively organized sense of 

the interrupted situationÓ (Sandberg et al., 2015:14); and 

�  Enactment Òinvolves acting on a more complete sense made of the interrupted 

situation, in order to see to what extent it restores the interrupted activityÓ (Sandberg 

et al., 2015:14). 

iv) Generates an outcome: there is always an outcome from a process, whether actors 

manage to make sense of an interruption or not.  

v) Influenced by specific situational factors: sensemaking does not happen in insolation, 

and it is represented by situational factors, such as context, language identity, cognitive 

frameworks, emotion, politics and technology (Sandberg et al., 2015:16).  

To conclude and summarize this information, the authors produced figure 3.1.  
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Figure 3. 1 Major constituents of the sensemaking perspective. Source: Sandberg et al., (2015:12) 

 
Apart from these components, Weick (1995) talks about seven proprieties of sensemaking that 

distinguish it from other processes such as interpretations, for example. In the following section, 

the seven properties, according to Weick (1995), are analysed.   

 

3.3 Seven Properties of Sensemaking  
 

Weick (1995:18) discusses the seven characteristics of sensemaking with the aim of showing 

Òwhat it is, how it works and where it can fail.Ó These are all interrelated and as following: 

grounded in identity construction, retrospective, enactment of sensible environments, social, 

ongoing (ongoing events), focused on extracted cues, driven by plausibility.  

Grounded in Identity Construction 

ÒDepending on who I am, my definition of what is out there will change [É] Once I know who 

I am, then I know what is out thereÓ (Weick, 1995: 20). The sensemaking process is self-

referential and begins with the sensemaker and the sensemakerÕs need to understand her/his 

identity and role in the organization. Without an understanding of their own identity, an actor, 

individual or collective, would not know how to act, and would then not be able to create sense. 
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This is explained by Weick et al. (2005) thus, ÒFrom the perspective of sensemaking, who we 

think we are (identity) as organizational actors shape what we enact and how we interpret, 

which affects what outsiders think we are (image) and how they treat us, which stabilizes or 

destabilizes our identityÓ (416).  

Retrospective 

ÒHow can I know what I think until I see what I say?Ó (Weick, 1995: 18). The sensemaking 

perspective accepts that each of us interprets the world per our own cognitive map, and our own 

framework, that is created by past patterns of actions and proofs of success or failure: 

ÒSensemaking is the process of constructing a link between future actions and past experiences, 

providing the decision maker with guidelines of when not to act, and how and when to actÓ 

(Conrad and Poole, 1998). Making sense of a new situation pushes sensemakers to reach out 

retrospectively for patterns to facilitate the interpretation of a new situation to deliver clarity, by 

bracketing. The problem that arises, according to Weick (1995:24), is Òconfusion, not 

ignorance,Ó as there are too many meanings present at the time reflection takes place. 

Furthermore, sensemaking is about how people generate what they interpret, as actions precede 

meanings and our actions are unknown to us until they have been completed: Òman has 

discovered that his perceived world is in reality a past worldÓ (Weick, 1995:24). 

 Enactment of Sensible Environments 

ÒPeople create, shape, and change the environment they are part of: we are neither master or 

slave of our environments. We cannot command and the environment obey, but also we cannot, 

if we would speak with greatest accuracy, say that the organism adjust itself to environmentsÓ 

(Weick, 1995:32). If we accept WeickÕs view, people enact the reality they are a part of, and this 

process becomes a source of stimuli for action. A response to environmental stimuli would 

result in either opportunities or constraints being placed on future enactment processes.  

Social 

An Òorganization is a network of intersubjectively shared meanings that are sustained through 

the development and use of a common language and everyday social interactionsÓ (Weick, 

1995:40). Intersubjectivity creates a collective cognition, demonstrating that sensemaking is a 

collective act. Hence, sensemaking requires attention to language, talks, discussions and 
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conversation, to understand how social contracts are mediated in specific environments. 

Directing greater attention toward prototypes, stereotypes and roles would enable the 

understanding of sensemaking, Òespecially because of the organizationÕs tendency to drift 

towards an architecture of simplicityÓ (Weick, 1995:20). 

Ongoing  

ÒTo understand sensemaking is to be sensitive to the way in which people chop moments of 

continuous flows and extract cue from those momentsÓ (Weick, 1995:43). Sensemaking never 

stops, and is continuously made and remade. The interruptions of flow are important for 

sensemaking, as the shock that occurs when people encounter ambiguity and uncertainty, 

prompt them to reflect on what has happened and what should be the next step. Organizations 

are continuously becoming, and managers need to create meanings that allow this becoming to 

happen.   

 Focus on Extracted Cues 

Weick (1995:50) explains Òextracted cues are simple, familiar structures that are seeds from 

which people develop a larger sense of what may be occurring (É) therefore the control over 

which cue will serve as a point of reference is an important source of power in organizations.Ó 

Furthermore, Weick (1995: 55) argues that cue exaction is about noticing and classification, as it 

involves comparison of what is noticed to what is understood: Òonce people begin to act 

(enactment), they generate tangible outcomes (cues) in some context (social), and this helps 

them discover (retrospect) what is occurring (ongoing), what needs to be explained 

(plausibility), and what should be done next (identity enhancement).Ó Guided by our cognitive 

map, we choose what to see in any given situation, and this then determines what sense we 

make. The belief that we can see everything is na�ve, as is the suggestion that different people 

looking at the same situation will extract same cues. Furthermore, when people have chosen 

what to believe in, they ÒseeÓ only factors that reinforce their beliefs, creating almost negative 

tones on the believes that were left outside.  

Driven by Plausibility rather than Accuracy 

Weick (1995) quotes FiskeÕs (1992: 879) statement that sensemaking Òtakes a relative approach 

to truth, predicting that people will believe what can account for sensory experience but what is 
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also interesting, attractive, emotionally appealing, and goal relevantÓ. The preference for 

plausibility demonstrates that sense is created by understanding what could have happened, i.e., 

a plausible belief. Sensemaking it is about Òredrafting an emerging story, so that it becomes 

more comprehensive, incorporates more of the observed data, and is more resilient in the face of 

criticismÓ (Weick et al, 2005:415), and not about the truth. The result is that things remain in 

motion, and action is core to sensemaking: Òaction-taking generates new data and creates 

opportunities for dialogue, bargaining, negotiation, and persuasion that enriches the sense of 

what is going onÓ (Sutcliffe, 2000:197). Accuracy could become a sensemaking issue, but only 

in situations with large time constrains. Managers in organizations, under conditions of time 

pressure, would choose the most plausible/justifiable explanation to speed the decision-making. 

ÒI need to know enough about what I think to get on with my projects, but no more, which 

means sufficiency and plausibility take precedence over accuracyÓ (Weick, 1995:57). 

Furthermore, due to our interpretations and manners of extracting cues, we can only understand 

what is plausible, and sensemaking is about paying attention to the filters used when 

determining plausibility, why certain aspects are chosen and what is being filtered out (Weick, 

1995:57).  

 

3.4 What Triggers Sensemaking? 
 

There are several conditions under which sensemaking is initiated, all of which begin with 

certain Òshocks that stimulate peopleÕs action thresholds to pay attention and initiate novel 

actionÓ (Weick, 1995:86), causing an interruption to the ongoing flow. The interruption of 

routine provokes breakdowns in the system, regardless if these are significant disasters, such as 

Mann Gulch (Weick, 1993), or small interruptions. In such conditions, actors question their 

identity, struggling to comprehend why their usual approach to solving problems no longer 

delivers results. These shocks, differ from inherent breaks, and are characterized by information 

overload, complexity, and turbulence (Weick, 1995:86). In situations where there is information 

overload, tolerance to error rises, as people punctuate the flow in predictable way. Complexity 

generates a different reaction, as it provokes uncertainty, leading people to see only the routine 

they are accustomed to: Òseeing what one believes and not seeing that for which one has no 
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beliefs are central to sensemaking- this means that the variety in a firm repertory of beliefs 

should affect the amount of time it spends consciously struggling to make senseÓ (Weick, 1995: 

87). To exemplify complexity, Weick refers to when a new technology is brought into an 

environment in which there is limited experience, resulting in incomprehensibility and 

associated events.  

Continuing, Weick (1995) relates the effects of turbulence. Turbulence is presented as a 

combination of instability and randomness, which determines whether organizations rely more 

on heuristics and imitation. However, for a shock to be perceived as a shock, it must be labelled 

accordingly, thus, Weick explains that when something is labelled a problem, it becomes one. 

Perceived as an occasion for sensemaking, the term problem arises when there is gap between 

how things are and what they should be, as goals evolve during actions. Nevertheless, this gap 

can be seen as a cue if there are two conditions fulfilled: 

The gap must be difficult to close, and secondly, the gap must matter: If novelty is open to 

a variety of labels, then one could also say things like that is an issue, manage it, that is a 

dilemma, reframe it, that is a paradox, accept it; a conflict, synthetize it, an opportunity, 

take it. To label a novelty a problem is a consequential act! Once something is labelled a 

problem, that is when the problem startÓ(Weick, 1995: 88).  

Organizations are facing two types of shocks: ambiguity, which is the shock of confusion, and 

uncertainty, the shock of ignorance (Idem, p.92). Ambiguity arises when Òthe assumptions 

necessary for rational decision making are not metÓ and actors are confused due to abundant 

information that gives way to multiple interpretations. On the other hand, uncertainty is caused 

by lack of knowledge, which can be resolved by inputting new information into an organization. 

To reduce ambiguity, which creates confusion, Weick (1995) proposes face-to-face interactions 

as means to construct information and determine multiple cues. Interactions allow mobilizing a 

certain kind of language intended to create a common meaning.  

According to Weick Òmanagers organize cues and messages to create meaning through their 

discussion and join interpretations (É) To resolve confusion, people need mechanism that 

enable debate, clarification, and enactment more than simply provide large amounts of dataÓ 

(1995: 99). Weick (1995:92) also refers to uncertainty, created by the shock of ignorance. 
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Uncertainty is caused by lack of knowledge, which can be resolved by imparting new 

information to the organization. The shock of uncertainty arises from Òimprecisions in estimates 

of future consequences conditional on present actionsÓ (March, 1994:174, in Weick, 1995:95), 

and results from the limited availability of interpretations and the ÒindividualÕs perceived 

inability to predict something accuratelyÓ (Milliken, 1990; in Weick, 1995:95); individuals often 

lack information regarding the outcomes of their actions. In response to uncertainty, 

organizations become Òconcerned with news that gives some cues about how things might turn 

out (É) and it implies that uncertainty is reduced by the earliest available information that will 

show what direction the actor ought to be goingÓ (Stinchcombe, 1990, in Weick, 1995:96). The 

author argues that once uncertainty reduces, Òthe residual uncertainty is transformed into risk 

and people make their bets.Ó Thus, in organizations that suffer from large amounts of residual 

uncertainty, the risks taken are greater; therefore, there is a greater probability of failure (Weick, 

1995:97). 

To manage uncertainty, actors bracket activities, as the first step in their search to create 

meaning (Weick et al., 2005:411). Weick et al. (2005) offered the example of a nurse, who, 

based on her experience, has noticed and could bracket signs indicating a sick baby. Bracketing 

cues allowed an initial understanding of the interruption to the norm, it thus Òsimplified the 

worldÓ and permitted her to label the situation. Labelling and categorizing situations based on 

previous events, permits the sensemaker to make ÒshockÓ manageable and easier to control, 

while creating a Òcommon ground of understanding for everyone, reducing the ignorance 

differences between actorsÓ (Weick et al., 2005). By being created retrospectively, all categories 

have plasticity, meaning that they can be shaped and reshaped readily according to their social 

context.  

Therefore, to understand sensemaking it is necessary to understand how people cope with 

interruptions and how they react. This could either refer to when a new event that does not fit 

into the environment happens, or when an expected event, such as a prophecy, does not occur. 

In both cases, ongoing cognitive activity is interrupted and Òcoping, problem solving and 

learning activities take placeÓ (Weick, 1995:100). 

Weick (1995) speaks about beliefs and actions as drivers for sensemaking underlining the belief 

that sensemaking is always initiated by action (Weick, 1995). Therefore, belief-driven 
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sensemaking begins with argument and expectation, while action-driven sensemaking is a 

consequence of conscious manipulation. Sensemaking processes are shaped by self-fulfilling 

prophecies, which can become so strong, that Òbelieving is seeingÓ. These prophecies are tools 

for talking about the future, and relate to the creation of certain expectations. Furthermore, 

different beliefs would determine arguments, as people would try to minimize the number of 

beliefs surrounding an issue, to reach a common understanding. On the other hand, action-

driven sensemaking allows Òfocus on explaining behaviours for which people are responsibleÓ 

and manipulation Òstabilizing an otherwise unstable set of events so that it is easier to explain 

them, it is an oversimplification of the worldÓ (Weick, 1995: 135). With the aim of creating 

meaning, people use four approaches to frame ongoing flows, and Weick (1995:135) explains 

that relating the two elements of belief and action, is central to the sensemaking process. 

Lastly, Weick (1995, 2005) explains that sensemaking processes frequently fail, especially in 

cases when frameworks are strong enough to influence the ability of people to shift 

representations. Strong beliefs give rise to blind selection criteria, which overlook data that is 

incompatible with the existing frame. Sensemakers are ÒseeingÓ only information that match 

and confirm their frameworks. The so-called inertia, can Ògive people a false sense of security, 

while they hold on to out-dated frameworksÓ (Sharma, 2010), meaning that they fail to 

acknowledge the unpredictability of the environment. Weick (1995) suggests that improving 

people-to-people interaction, by creating space for arguing, negotiating and updating, will 

positively affect the sensemaking process. In the context of an organization, loosely coupled 

systems are considered more appropriate as means to keep the core of the organization intact by 

responding to environmental stimuli. 

 

3.5 Enactment Theory  
 

Once triggers have initiated the sensemaking process, the next factor comes into play, namely 

the Òactual making of sense occurs through specific processes that actors are engaged in when 

trying to restore their interrupted activitiesÓ (Sandberg et al., 2015:14). We are not passive 

inhabitants of our environment; we enact it. People act out and real-ize their environment 
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(Weick, 2001:187) and afterwards, it influences our choices (Weick, 1979, 1988, 1995, 2001, 

2009). In the venture of making sense of equivocality, actors bracket, punctuate and negotiate 

among themselves regarding which Ònouns and verbs should be imposed on the flowÓ and how 

they might be connected (Weick, 2001). In doing so, they enact the Òraw dataÓ involved in 

sensemaking (Weick, 1979: 130).  

In 1979, in his book The Social Psychology of Organizing, Weick introduces enactment as part 

of the organizing process, whereby ecological change, enactment, selection and retention are 

four elements interconnected to form a cyclical loop, as in figure 3.2.  

 

Figure 3. 2 The organizing process. Source: Weick (1979:134) 
 

In figure 3.2, Weick (1979: 134) illustrates the causal link between enactment and selection and 

that between selection and retention, which affects both selection and enactment either directly 

or inversely, Òdepending if the person decides to trust the past experience (+) or disbelieve it  

(-).Ó 

The important thing to realize is that there are numerous ESR sequences going on in the 

organization, they occur in several places, they are loosely coupled, and it is the total 

pattern of crediting and discrediting among these several simultaneous sequences that has 

a strong influence over whether the organization survives or disappears (Weick, 

1979:236). 
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Furthermore, Weick (1979) explains that in the statement: ÒHow can I know what I think until I 

see what I say/doÓ, Òsay/doÓ, see fig.3.3, represents the enactment. In the model, selection 

denotes the process by which actors attach meaning to actions in order to discover the one that 

reduces equivocality. In doing so, causal maps that have proven to be operational on similar 

occasions are mobilized to assist in sensemaking in the new situation.  

 

 

Figure 3. 3 Enactment. Source Weick (1979:134) 
 

 In a later work, Weick (2001:189) clarifies that individual cognitive maps of this type represent 

the Òknowledge of what one thinks,Ó the criteria that influence what is noticed versus what is 

ignored, and how one would act in response to the environment. The overlapping areas of the 

cognitive maps of individuals at the same organization mark the beginning of organizing and 

building collective sensemaking. The final component of the model, retention, involves Òthe 

straightforward storage of the products of successful sensemakingÓ (Weick, 1979: 131); it is the 

enacted environment. Here, things are retained permanently, or for a given period of time with 

the purpose of permitting things to move forwards, and not stop the ongoing flow. Retention is 

the Òliability to recallÓ (Weick, 1979:207), meaning that if an experience is not remember and it 

is not available for further sensemaking processes, the experience was not retained: Òthe only 

way the sensemaking recipe works is if you can remember the things you have said, so that they 

are available for reflectionsÓ (Weick, 1979:207). 

Weick (1979) elaborated on the term and explained that while enactment is a form of 

bracketing, it also encompasses deviation amplification and self-fulfilling prophecies, and is 

thereby socially constructed. Enactment as bracketing refers to the fact that one extracts specific 

parts of the whole, when investigating and understanding that particular part. When discussing 
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bracketing, Weick (1979) refers to NeisserÕs (1976) discourse on schemata. The cognitive 

schemata direct the exploration of objects, meaning that bracketing is influenced by the system 

of belief within which the actor operates.  

In addition to bracketing, enactment functions as a deviation amplification, meaning that Òminor 

disturbances, when they are embedded in a deviance amplification loop, can grow into major 

happenings with major consequencesÓ (Weick, 1979:157). Moreover, enactment is a self-

fulfilling prophecy, and here Weick (1979:160) argues that when confronting equivocality, 

managers operate on the presumption of logic, given their belief that they have a valid view of 

the world and the expectation that others would share it. Finally, enactment is a social 

construction of reality, and here Weick (1979) makes an interesting differentiation between an 

enacted and a ÒperceivedÓ environment. A perceived environment is the Òcurrent personal 

definition of the situationÓ Weick (1979:166), while in an enacted environment emphasis is on 

the output, not the input, when organizing activities. This argument was elucidated further in his 

1995 work, when Weick added that enactment has Òa touch of realismÓ in its emphasis on 

bracketing and punctuating. Through these processes, actors split the ÒdurationÓ into tangible 

objects, categorizing them into manageable structures. The making of subjects into objects, 

collectively accepted objects is the process of enactment. What are considered Òplausible events 

in sensemakingÓ (Weick, 1995:35), i.e., noticing, interpretations, manipulation and framing, are 

considered to produce an ontological shift, as they swing from subject to object and back. In 

developing this argument, Weick (1995:37) draws attention to the fact that acting is not only 

about producing meaning, as Òthere is no pre-given features to the word, but groundlessness is 

the very condition that shapes human experiences.Ó  

Given the importance of enactment to organizing processes, Weick (1979:168) refers to R.H. 

HallÕs (1977:61) study of power, which notes that the person and the position from which he 

executes enactment influence the shape of the enacted environment. People in different 

positions have different access to power, Òwhich means that they have differential success in 

imposing their enactments on other people both inside and outside the organizationÓ Weick 

(1979:168). Nonetheless, this is not only a hierarchical argument, as lower level participants can 

also exert influence, and studies in middle management sensemaking processes are evidence of 

that. Interestingly, Weick (1979:217) said of enactment as a choice: Òif a person repeatedly 
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enacts and selects only those things that have been enacted and selected in the past, then this is a 

case where stability drives out flexibility. Adaptation becomes endangered.Ó 

In 1984, Daft and Weick spoke about organizations in which they observed enactment 

behaviour. They had proposed a model of organizational interpretation, and they analysed 

organizations taking into consideration two dimensions: ÒmanagementÕs belief about the 

analysability of the external environment, and the extent to which organizations intrudes into the 

environment until they understand itÓ (Daft and Weick, 1984:287). Assumptions about the 

environment were found to range from perceiving it as ÒconcreteÓ and Òmeasurable,Ó whereby 

managers could gather information through formal and rational means, towards an unanalysable 

environment shaped by managerial interpretations and intentions. In the latter case, the decision-

making was based on more ad-hoc, non-linear manners of gathering information. Moreover, the 

perception of facing an Òanalysable environmentÓ arose as a consequence of previous 

experiences. Organizational intrusiveness was defined as the extent to which organizations 

actively intervene in the search for information; in some cases, organizations allocate resources 

for research, forecasting, and planning; while others Òmay leap before they look, perform trial 

and error to learn what an error is, and discover what is feasibleÓ (p. 288). Daft and WeickÕs 

(1984) model split organizations into four categories, as shown in the following figure:  

 

Figure 3. 4 Relations between the Interpretation Modes and Organizational Processes. Source: Daft and 

Weick (1984:291) 
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In this figure, enactment behaviour was generated by organizations that were characteristically 

highly intrusive, active, and which assumed the environment was not analysable; thus, they 

constructed the markets. Furthermore, in comparison with alternative types, managers in 

enacting organizations were manipulating the environment, as their shareholders were 

attempting, through a prospector strategy, to always develop something new (Daft and Weick, 

1984). 

The term was explained once again in 1988, when Weick (1988:306) argued that enactment 

involved the synthesis of four lines of thought: self-fulfilment prophecies, retrospective 

sensemaking, commitment, and social information processes. The concept explained that people 

act events and structures into existence and Òset them in motionÓ (Weick, 1988:306). ActorsÕ 

actions result in the creation of either constraints or opportunities that were not there before, 

therefore enactment involves both a process: enactment and a product: an enacted environment. 

Weick (1988:307) formulates a definition of enactment, stating that it is Òthe social process by 

which a Ômaterial and a symbolic record of actionsÕ is laid downÓ, and that the process 

encompasses two steps: firstly, parts of the field are brought to attention through bracketing, 

based on preconceptions; and secondly, actions tend to confirm preconceptions. 

When defining an enacted environment, Weick used the phrase: Òthe residuum of changes 

produced by enactmentÓ (1988:307) to mean that enactment has significant results, which 

cannot be overlooked. The author revisits the idea presented in 1979, which states that every 

action has a consequence, producing a causal map, an Òif-thenÓ manner of thinking. Therefore, 

organizations and their environments are formulated in the minds of actors who make sense of 

new experiences through previous encounters, which influence the causal map. Interestingly, 

Weick (1988:307) explained that an enacted environment has two facades: a public one, visible 

to everyone, and a private one, in which actions are related to outcomes, Òexpectations about 

what will happen in the futureÓ. Furthermore, he explains that commitment (actions made public 

are harder to undo), capacity (Òpeople see those events they feel they have the capacity to do 

something aboutÓ), and expectations (self-fulfilling prophecy), are crucial to enactment.  

Triggering events (Weick, 1988:308) determine the actions and Òspontaneous reactionsÓ of 

different stakeholders. People enact the environment they face, and were they to act differently, 
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or not act at all; a different environment would confront them. Therefore, enactment is a 

reference to the ÒmakingÓ element of sensemaking (Weick, 1995:31). Explaining triggering 

events, enactment means, Òto stumbleÓ into something that is not familiar, and so requires the 

creation of meaning to understand it. The enactment process begins by bracketing portions of 

what is seen and then punctuating and connecting this in Òan effort to transform the raw data 

into informationÓ (Weick, 2001:186). Weick continues that one might require additional 

attempts at punctuation before a causal connection/consequence is found, and different 

punctuation can result in different conclusions: Òenactment processes generate and bracket the 

raw data, punctuation and connection processes transform the raw data into information and the 

result was the enacted environmentÓ (Weick, 2001:187).  

To demonstrate the process of enactment, Weick (1979; 2001:199), offers the example of an 

experiment conducted with two orchestral organizations, each receiving the same composition, 

but each was then told it was written by a different composer, one more famous than the other. 

As a result of this twist, the environments created were very different; the orchestra believing 

that they were rehearsing a piece by a famous composer put more effort into learning it, 

developing a very low tolerance for failure, while the other orchestra put in only sufficient effort 

to learn it adequately. The musicians did not react to the environment; they enacted the 

environment, Òonce they have enacted the environment, they are punctuating or breaking that 

environment into discrete events that are available for relatingÓ (Weick, 2001: 199). 

In 2009, Weick added the notion of consequence, positing that enactment extends beyond 

action, as implied when looking at both agency and consequences: Òwe do something and the 

situation forever changes, and those changes affect usÓ (Weick, 2009:190). Furthermore, the 

author cites Westwood and Clegg (2003:184, in Weick, 2009:190), affirming, Òenactment 

theory appears to provide a more complete explanation of the internal worlds and cognitive 

understanding of the intra-organizational members of the inter-organizational systems.Ó Weick 

(2009:195) also elucidates that enactment was first mentioned in 1960, and situated in the 

ÒZeitgeistÓ- spirit of time- as a part the social-psychological research, where a common theme 

was of the action defining cognition, existence precedes essence, and rationality has a 

Òdemonstrable retrospective core.Ó People create their own fate, as organizations produce their 

own environment, with the result that we are responsible for our own problems. As enactment 
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was first debated in the 1960s and the 1970s, Weick (2009) more recently asked if the term still 

applies. He answered that it does, commenting that learning by trial and error is still part of an 

organizationÕs reality, although, Òthe content is different. But the forms through which the 

content flows remain pretty much the sameÓ (Weick, 2009:196).  

To conclude, Weick (1979, 1984, 1988, 1995, 2009) iterates that a sensemaking process needs 

to be triggered by an event that interrupts perceived normalcy and flow. In the moment of 

interruption, the urge to ÒmakeÓ sense of the new situation emerges. Actors begin to look 

retrospectively to see if they can bracket previous experiences, label the new situation, enact on 

plausible rationality, and the result is a new enacted environment. If the latter is not perceived as 

being collectively accepted, reaching a level of intersubjectivity, it can be perceived as an 

interruption per se, thus generating a new enactment process. Furthermore, as Weick (1995) 

argues, what would be perceived as an interruption is dependent on the frame and the 

vocabularies employed in the frame, as seen in figure 3.5. 

 

Figure 3. 5 Enactment process. Own creation 
 

Figure 3.5 depicts a synthesis of the way enactment has been theorized, by bracketing the most 

significant points in the theory, namely: trigger of sensemaking — interruptions, acting to 

creating meaning of the interruption based on bracketing and labelling, and enacting a new 

environment. These steps correspond with Weick (1979:134) model, where ÔinterruptionÕ is the 

ecological change, ÔenactmentÕ includes the selection process, and the Ôenacted environmentÕ 

refers to retention.    
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As shown, the process is non-linear, and it underlines the managerial cognition events when a 

shock needs to be overcome to act out, and Òreal-izeÓ (Weick, 2001:187) the environment.  

As the framework of the seven characteristics of sensemaking proposed by Weick (1995) does 

not explain the process, whereas enactment theory elucidates the processes involved when 

meaning is created, figure 3.5 is compiled with the purpose of being the theoretical framework 

for conducting the analysis in this thesis.  
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Chapter IV: Research Design  

 

But, as ever, we are working with trade-offs- of time, of coherence, and of the 

story which, as researchers want to tell about those we have collected (Sally 

Mailties, 2012:508).  

 

This chapter explores how the research was conducted and the decisions made at the design 

stage. As Sally Mailties (2012) argues, the choices we make as researchers open certain doors to 

some opportunities while simultaneously closing others. Therefore, this chapter is concerned 

with the appropriacy of conducting an ethnographic study to answer the research questions 

posed, and explaining my experience in the field, how the data was collected and analysed.  

By using Karl WeickÕs sensemaking theory, explained in Chapter three, as the lens through 

which to study the enactment processes involved in creating a new business model, this research 

is situated within the social constructivist paradigm. According to Weick (1995), reality is an 

ongoing process involving the negotiation and construction of meaning, defining how actors 

enact their reality, in line with this paradigm. Hernes (2008:115) states that sensemaking 

belongs to the domain of social constructivism, claiming, Òsocial constructivism places the 

experience with social actors in the centre, who, through interactions commonly mediated 

through language, enact their reality.Ó Weick (1995:7), however, is careful to distinguish 

sensemaking from interpretation, presuming that an external reality exists, awaiting actors to 

discover it. However, Weick (1995:34) argues for the normality to oscillate between ontologies 

when studying sensemaking, as people enact their actions, which result most of the time in self-

fulfilling prophecies.  
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ÒPeople who study sensemaking oscillate ontologically because that is what helps them 

understand the actions of people in everyday life who could care less about ontology. Noticing 

(Starbuck and Milliken, 1988), manipulation (Hedberg, Nystrom and Starbuck, 1976), 

interpretation (Isabella, 1990), and framing (Goffman, 1974) are all plausible events in 

sensemaking, even though they represent different combinations of subjective/objective as 

assumptions about the nature of social science and change/regulation as assumptions about the 

nature of societyÓ (Weick, 1995:35).   

 

4.1 Ethnographic Method  

The aim of my study is to further the understanding about the sensemaking processes involved 

in the emergence process of a new business model. My intentions were to study how established 

companies made sense of and develop new business models in contexts where there are pre-

existing strongly embedded ideologies and paradigms (Weick, 1995), and in situations where 

innovations are neither needed nor planned. An ethnographic method is appropriate here 

because the objective is not to analyse an existing model and its development or stagnation over 

time (as for example Aspara et al.Õs (2013) case study of Nokia), or the evolution of a model and 

the factors causing change (as for example, Demil and LecoqÕs (2010) case study of Arsenal 

FC), but rather to investigate the processes that allowed a model to arise from intersubjective 

interactions (Weick, 1995) within a company.  

ÒEthnography is first and foremost a social practice concerned with the study and 

representation of culture (with a distinctly small c these days). It is an interpretive craft, focused 

more on ‘how’ and ‘why’ than on ‘how much’ or ‘how many’ (Van Maanen, 2011:219). It 

maintains an Òobsessive focus on empiricsÓ (Van Maanen, 2006:18) and requires a researcher to 

embed herself in the field to observe, hear and experience how processes unfold. An 

ethnographer Òdoes not study organizations, but they study in organizationsÓ (Van Maanen, 

2011:221); therefore, she must be in the field and be accepted by the natives, in order to 

understand their culture. An ethnographer should not only hear the ÒnativeÕsÓ words, but also try 

to Òget inside their headsÓ (Van Maanen, 2011:227), to follow their actions and their reactions to 

their own actions. Van Maanen (2011:228) explains that an ethnographer seeks Òto penetrate 
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their (nativeÕs) subjectivity,Ó to capture the creation of meaning and formulate an interpretation 

of that meaning. 

Brewet (in Cassell and Symon, 2004:312) explains that ethnography is: 

ÒThe study of people in naturally occurring settings or ÔfieldsÕ by means of methods which 

capture their social meanings and ordinary activities, involving the researcher participating 

directly in the setting, if not also the activities, in order to collect data in a systematic 

manner but without meaning being imposed on them externally.Ó 

Furthermore, Brewet (in Cassell and Symon, 2004) explains that ethnography affords the 

possibility of exploiting a variety of data gathering techniques, ranging from different kinds of 

interviews, to participant observations, and visual recording methods. Therefore, Òethnography 

routinely builds in triangulation of method because it involves the use of multiple methods of 

data collectionÓ (Brewet, in Cassell and Symon, 2004:312).  

I began this thesis with the intention of conducting a longitudinal case study (Flyvbjer, 2006; 

Yin, 2008). However, through interactions with the field, it became apparent that it was 

necessary for me to develop a more intimate approach with the ÔnativesÕ, to fully witness the 

manifestations of ideologies and paradigms at the company (Weick, 1995). Additionally, I 

entered the field in the middle of the creation of Woodstock, the subject of my study that is 

explained further in this chapter, which made possible for me to witness the sensemaking 

processes allowing this creation for more than one hear and a half.  Thus, an ethnographic 

approach enabled me to explore beyond protocols (Eisenhardt, 1989:537) and to follow the 

actors as they endeavoured to enact a new business model. Therefore, I not only engaged in 

interviewing the actors involved in the processes of enactment, but also followed their formal 

and informal meetings, summer and Christmas parties, and the celebrations of small, but 

important, successes organized in the private households of the team members. I also undertook 

factory visits to observe both successful and unsuccessful development attempts, lunches, coffee 

breaks, and Friday morning departmental breakfasts. Whilst at the company, I held occasional 

discussions with people passing by my desk who stopped to talk about my research. In this way, 

I made myself available for multiple encounters in various scenarios during my stay in the case 

company. 
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Moreover, taking an ethnographic stance allowed me to witness the Òongoing flow of eventsÓ 

(Weick, 1995:2) that characterized the development of WoodstockÕs business model. My focus 

was on the interruptions and the resultant selection and retention choices made to overcome 

these ÒshocksÓ (Weick, 1995:84), as explained in Chapter 3. This was crucial, as my principal 

aim was to understand processes, not structures (Weick, 1995), specifically how people achieve 

collective intersubjectivity (Weick, 1995) and create meaning when devising a new business 

model. Thus, I employed an ethnomethodology Òto examine management sensemaking and the 

social construction of organizationsÓ (Gephart, 1993: 1467), which Òallows investigations of the 

practices through which an intersubjective world is produced and maintainedÓ (Gephart, 

1993:1469). Gephart quotes Heap (1975:1469), who affirmed, Òethnomethodology is the science 

of sensemakingÓ and allows the researcher to comprehend the ongoing process of meaning 

creation and the ÒhowÓ behind it. Furthermore, ethnomethodology is concerned with the 

everyday interactions of actors in their institutional setting, reviewing their actions and the 

Òmethods they deploy in their everyday livesÓ to create sense (Pollner and Emerson, 2001). 

Weick (1995) argues that interruptions proceeding from pre-existing norms would compel 

managers to act, and that their responses would determine the trajectory of the interruption. In 

the emergence process of Woodstock, i.e., when taking it from an idea to market, several 

ÒshocksÓ had to be overcome to allow the development process. Each of these ÒshocksÓ was 

identified and analysed. For example, the industry Woodstock was designated for required the 

implementation of high liability measures, which the company had never needed to do before. 

This was perceived as a ÒproblemÓ (Interview project manager); however, the approach taken 

was to learn what offering a warranty implied for both the company, and the product, to then act 

based on an understanding of this, to be able to emulate current practices within the industry.  

On my field trips, I spent time with managers who were encountering situations in which they 

actively had to devise meanings for a new product with very different production requirements 

and settings from those they knew about, to service a new market, a new supply chain, and a 

new revenue model mechanism. Van Maanen (2006:18) underlines this by observing: Òsurprise, 

frame breaking, and exceptions to the norm shape the analytic domain of ethnography.Ó  
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4.2 Gaining access to the field  

ÒYou’re not an engineer, so you can stay!Ó 

Van Maanen (2006, 2011a, 2011b) explains that the most important step when planning an 

ethnographic study is to ensure the researcher gains entrance to the field. Organizational 

fieldwork provides the opportunity to understand managersÕ struggles and claims, and to see 

how meanings are created out of inspirational eureka moments, frustrating long meetings, or 

informal chats at the coffee machine. 

After months of reading about companiesÕ endeavours to understand what a business model is 

and how it is created, I decided to leave my Òivory towerÓ and enter the field (Van Maanen, 

2011:219). My supervisor and I had frequently discussed the case of Pinta Inc., and their attempt 

to produce a solution to help window manufacturers fulfil the new EU 2020 requirements 

regarding thermal insulation. Although the company had never supplied this industry before, the 

vice-president of innovation believed strongly that the proposed idea would succeed. All he 

needed to do was create a business plan and convince the groupÕs management to invest, even 

though the companyÕs portfolio was stable and there was no articulated need to embark on a 

new line of business (VP R&D, 2013). We concluded, that this would be an excellent case study 

setting in which to answer my research question, as it offered an opportunity to study new 

model development in an established company, and so we arranged a meeting with the vice-

president.  

Despite his reservations about the relevance of my project, the vice-president agreed to meet me, 

as he was very accustomed to students using Pinta Inc. as a case study. Ultimately, as I am not 

an engineer, and so would not understand the technical issues involved in the product 

development and would not be in a position to take secrets outside the companyÕs walls, it was 

agreed that I could conduct the study. The logistics were then solved very quickly. I received a 

non-disclosure contract to sign, a secure entry card, a desk close to the vice-presidentÕs desk and 

access to the intranet and share point, on which all the documents were shared. My access was 

restricted to group development, material classified as R&D, and Woodstock, the focus of my 

study, documents only. A couple of days later an announcement was made on the intranet that 

Òa new Ph.D. student from CBS has started in the company, with focus on the innovation 
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processes.Ó The company did not hire me, but as I had to be registered on the internal system, to 

access Pinta Inc. mail, it was decided to categorize me as an external consultant.  

Once inside the company, I was allowed to network my way in, and I soon came to realize that 

Woodstock was at the intersection of two cultural paradigms (Weick, 1995) and I needed to gain 

acceptance from both: the team developing Woodstock (called R&D team in my study; not to be 

confused with the entire R&D department) and Business Unit (the business unit owner of 

Woodstock).  

Entering R&D in Pinta Inc. was like arriving at a playground where ideas were circulating 

freely. Proudly, people spoke passionately to me about their inventions, and it was never enough 

to talk about projects: Òyou really need to see this!” And I saw it: dozen of prototypes on the 

shelf, each with their own story and waiting to be taken Òabove the radarÓ (common practice in 

the innovation strategy of Pinta Inc., where ideas could be developed under the radar, and once 

it gained enough credibility, would be moved above the radar and considered a project, practice 

brought it by the companyÕs new R&D vice-president) and eventually to market. Nobody knew 

when the Òright momentÓ would come, one of the engineers explained to me. The atmosphere 

was welcoming in R&D, and people were eager to speak to me. I was grateful for the ease with 

which I was integrated into the group and I soon learnt that I needed to Òlook like an engineer.Ó 

In my early days at the company, I had a formal interview with the business director of Business 

Unit 4. I had chosen formal, business attire for the day. I was at the company at 8.30 and my 

interview was scheduled at 14.00 in the afternoon. I remember that as a special day, as people 

looked at me differently and asked me why I had decided to be so formal. One of the young 

engineers approached me with some advice: ÒI just hope you have a pair of jeans in your bag, 

for after the interview, or at least some other shoes. People are looking weirdly at you.Ó I did, I 

changed my high heels for a pair of converse shoes to conform, and people began smiling at me 

again.  

I was seen as part of the team, and as such, I got invited to all their informal events, including 

summer parties, Christmas parties, celebration of WoodstockÕs success, team-building exercises. 

At one of the team building sessions, I received a diploma saying: ÒFor being our fly on the 

wall,” see figure 4.1. That diploma is still in my office.  
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Figure 4. 1 'Fly on the wall.' Field trip document 

 

An important factor informing the atmosphere among the development team at Woodstock was 

the Business Unit (BU), as represented by the business developer and business director of the 

unit. Even though not in the same building, as they are situated in The Netherlands, BU was 

very present and always at the back of peopleÕs minds when decisions were being taken. As BU 

were the owners of Woodstock, the development team sought to create cues that would 

convince them of the potential of their product. I was told several times, ÒThey are very different 

in their mind-set; they are really business peopleÓ. Business Unit played a pivotal role in the 

emergence process of WoodstockÕs business model, and, consequently, I needed to understand 

their meaning as well. I had my first meeting with the business development direct of BU, 

engineer, being in Pinta Inc. for more than seventeen years. At my first meeting with him, I was 

welcomed with a very high level of suspicion and not allowed to record our discussion, in spite 

of repeatedly assuring him of my confidentiality. ÒI don’t like what you are doing hereÓ he told 

me while looking straight into my eyes. I listened to his argument that my research was neither 

ÒtangibleÓ nor “needed”, and I responded to his comments using the Ôbusiness model canvasÕ 

(Osterwalder et al., 2010), to explain the logic behind having a business model approach instead 

of a product innovation approach. I have used mainly the arguments underlined by Bucherer et 

al. (2012) in their study. He liked my drawing and began to discuss it with me. The canvas 

helped him to acquire the ÒtangibilityÓ he had felt that the term Òbusiness modelÓ from my 
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discourse was lacking. I also learnt at the meeting that he had never worked with the term 

himself. From that time forward, I always had the canvas with me, to use if necessary. His 

position remained hostile during my entire stay at Pinta Inc., and the information I gathered 

from Business Unit was all subjected to his review for approval.  

I entered the field in April 2013 and I left in January 2015, as shown in table 4.3, when 

Woodstock was officially declared closed in the R&D department, being moved to BU. 

 

 

4.3 Data Collection 

    ÒBeing our fly on the wall” 

Ethnography offers the researcher the prospect of witnessing the lives of those being studied 

closely; furthermore, the longer the time a researcher spends in the field, the deeper the level of 

knowledge and understanding acquired. Data can be collected via both formal and informal 

interviews and recordings, all kind of data, documents, and artefacts can be gathered to build an 

understanding of the studied culture (Hammersley and Atkinson, 2007:7). Van Maanen 

(2011:229) explains that ethnography helps researchers to see beyond the words and statements 

made by people, because they are able to see what they actually do. Gradually, the community 

studied forgets it is being observed, and people remove their masks.  

From my first day in Pinta Inc., the inventor of Woodstock showed a particular interest in 

speaking to me. His eagerness to tell me the story of Woodstock, and how it had begun helped 

me to draw a map of the actors involved and to become acquainted with the chronology of the 

events. I understood that I needed to pay special attention to discovering what happened during 

the first three years of development. Therefore, I accessed all the documents available on share 

point; including the minutes of project meetings, gate meetings, steering meetings, and 

conclusions reached over the years, as evidenced in project proposals, and power point 

presentations. In total, 197 documents were available on share points as per April 2013, when I 

entered the company. Furthermore, during 2013, 2014 and the first month of 2015 a further 120 

files were generated, resulting in a total of 317 internal documents, approximately 1300 pages to 

be analysed. Table 4.2 presents a breakdown of the number of documents, per type of meeting, 
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each year. The Òother documentsÓ section of the table comprises documents for other meetings 

outside those mentioned, including budgets, excel files, and proposals for organizational 

structures.  

 

Year/type of 
meeting 

(End) 2009-
2010 

2011 2012 2013 2014- 
(beginning) 
2015 

Project Meetings 9 41 41 43 46 

Steering Meetings 0 13 7 22 17 

Gate Meetings 1 0 3 0 3 

Other documents  16 8 11 7 29 

Total internal documents: 317 (ca. 1300 pages) 

Table 4. 1 Total of internal documents analysed 

 

Aside from internal documents, I was a Òfly on the wallÓ at eighteen project meetings, eight 

steering meetings and two strategy meetings. Furthermore, I conducted 31 formal (Van Maneen, 

2011), semi-structured interviews, including feedback sessions with the vice-president of 

innovation, portfolio manager, and project manager, in order to validate my understanding of 

development steps. The interviews took place with employees at different managerial levels: 

a. Senior managerial level, with the aim of understanding the companyÕs corporate 

business model, and context in which Woodstock was developed; Weick (1995) talks 

about the importance of knowing Òwhat is the story?Ó first.  The purpose of these 

interviews was to understand the type of vocabularies they were drawing on in their 

arguments. People were talking both about the company per se, in terms of what was 

perceived as being ÒPinta Inc.Õs way of doing thingsÓ or ÒPinta Inc.Õs DNA,Ó and the 

difference in mind-sets between business units. I have localized Pinta Inc.Õs DNA as 
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being the ideology, namely the social context of the company (Weick, 1995), while the 

difference between departments, as paradigms/ vocabularies of work.  

b. Project development team and middle management involved in the creation of 

Woodstock, with the aim of understanding how the identity of the project came into 

being. Weick (1995:77) affirms, ÒWho am I and once a tentative answer is formulated, 

sensemaking has just started, because answers need to be re-accomplished, returned, and 

sometimes even rebuilt.Ó  

Table 4.3 summarizes the formal interactions I had in the field. The recordings were between 45 

minutes and three hours; 58 interactions had been recorded, 1 interaction resulted in notes 

because recording was not allowed, 50 were transcribed and analysed with Nvivo. The nine files 

that were not transcribed were project meetings held in Danish. However, I worked with those 

files as well. The transcriptions totalled approximately 2000 pages.  

 

Table 4. 2 Formal interactions within the field 

 

The informal meetings (Van Maneen, 2011) I attended played an important role in helping me to 

understand the frame (Weick, 1995). As outlined above, I integrated very quickly into the 

development team. People were curious about my role, my research, my background, and I was 

considered ÒexoticÓ, as I am Romanian and speak Danish at an acceptable level. Answering 

questions about my home country and my relocation to Denmark were often a very good 
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icebreaker. I was honest in my answers, and in exchange received the same level of honesty 

back. People shared with me their life stories, pictures of their families, their struggles, and their 

hopes. Often, even in the setting of a formal interview, after I closed the door to the room, the 

interviewee would begin sharing a painful point or express his/her frustrations, with no fear of 

the recorder. I was seen as a neutral listener, and I assured them of confidentiality. I attended 

organized social gatherings and received private invitations to visit peopleÕs homes. I recorded 

all these interactions, together with my reflections, in a field journal in as much detail as 

possible after the event, as I did not want to make notes at the time and lose eye contact. I was in 

the field twice a week, sometimes three times, depending on meetings, with breaks in holidays. 

In the last four months, before the handover of the project to the business unit, I only been ones 

a week for the project meetings, and attended the last three steering meetings.  

As mentioned above, the inventor of Woodstock frequently looked for opportunities to speak 

with me, to share his ideas, and show me his inventions. He also asked me about my opinions 

and my understanding of Pinta Inc., saying: Òyou are not an engineer, so tell me what you 

think?” We had numerous fruitful conversations, and I introduced him to Abbie GriffinÕs book, 

Serial Innovators. He later proudly told me ÒI could recognize myself in thatÓ, identifying in 

himself the characteristics of an innovator who sees solutions and opportunities where others do 

not. At the end of the study, I offered him the book to reflect my gratitude for all the interesting 

discussions we had had. 

An exciting resource for learning about Pinta Inc. history and its developments was the Pinta 

Inc. museum, located at headquarters. The museum was in a long hallway and a room with walls 

covered with pictures telling the story of the company, which I visited as a field trip one day. 

This visit allowed me to add numerous pictures to my data collection process and attain a better 

understanding of the almost eighty-years old company I was studying.  

I had to exit the field in January 2015, when Woodstock was officially closed in R&D and took 

over by its business unit. I still had access to the intranet, as a remote consultant. I went back to 

my ivory tower and used the remainder of the time left to write up the study.  

 



 99 

4.4 Data Analysis 

Saldana (2011) explains that coding can be used to analyse qualitative data, and that it is the first 

step in a rigorous analysis. Saldana (2011) continues to explain that coding begins in the field, 

when the researcher applies certain theoretical filters to see the answers to her questions. 

Furthermore, he argues that coding is cyclical, as data usually requires multiple rounds of 

coding. Miles and Huberman (1994:57) advise researchers to embark on coding from the 

moment they begin data collection. By doing so, this ensures ÒchunksÓ of data can be organized 

and readily clustered into different themes.  

I coded and analysed the data collected at Pinta Inc. with the help of Nvivo software. For the 

first level of coding I used a filter (Saldana, 2011), devised based on the theory of business 

models, as Òone could not pick up rocks without some sort of theory to guide themÓ (Van 

Maanen 2011: 222). I had predefined codes (Miles and Huberman, 1994:58) from Chesbrough 

and Rosembloom (2002) based on their definition of the functions of a business model. This 

step has resulted into dividing my data into seven categories: value proposition, customer 

(market), value chain, cost, profit (pricing related talks), value network, and competitive 

strategy. The second level of coding involved a longitudinal type of coding (Saldana, 2011: 236) 

during which the focus was on reviewing the data through the enactment conceptual framework 

(Weick, 1995), discussed in chapter 3.  In this phase I was searching for interruptions (Weick, 

1995), which were perceived interruptions by the actors involved in Woodstock project, and 

identified as such in the actorsÕ own words. Therefore, events defined as being Òshock,Ó 

ÒsurpriseÓ, ÒshowstopperÓ,Ó crisisÓ, ÒconflictÓ, ÒproblemÓ, and Òmajor risk,Ó were classified as 

an interruption. A total number of 197 interruptions, dispersed across all seven elements were 

identified. As noticed that several interruptions were related to the same event, most of them 

could be grouped further, and it resulted in a number of 30 events, perceived as interruptions 

that required an enactment process. See figure 4.2.  
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Figure 4. 2 Identified interruptions per business model element. First and second round of coding 

 

Furthermore, market and customer strategy were brought together under the same interruptions, 

and cost was only related to the production costs as part of the value chain. The interruptions of 

revenue models were related to the lack of knowledge on how to price a premium product as 

Woodstock.  

After writing chapter six, where the enactment processes of every element of the business model 

was analysed, a new theme emerged. The elements were links together in different moments of 

time, into a cause-effect relation. Therefore, the data resulted from the second round of coding 

was coded again looking after cause-effect relation between elements. These are analysed in 

chapter VII.  

The approach taken when theorizing from the empirical material was an abductive one, as the 

purpose of my study is to Òproblematize and re-think the dominating ideas and theoriesÓ 

(Alvesson and Karreman, 2011:57) of business models. When building the argument for 

abductive research, Alvesson and Karreman (2011:57) quote Weick (1989) to explain that 

abduction assists researchers in uncovering new relationships not previously known. In this way, 

the researcher can develop theory, instead of simply validating earlier theories.  

ÒThe contribution of social science does not lie in validated knowledge, but rather in the 

suggestions of relationships and connections that had not previously been suspected, 

relationships that change actions and perspectivesÓ Weick (1989:524). 

 



 101

4.5 Writing up! 
 

ÒHow can I know what I think until I see what I say?Ó  asks Weick (1995: 18), and I have asked 

myself several times while writing up this monograph ÒHow can I know what I think until I see 

what I write?”  

I was in a field where the phenomenon I was studying was unfolding in front of my eyes, even 

by event. Many of these events had roots in a recent past, and I had to Ògo back in time to events 

that might have later given rise to understanding (or confusion)Ó (Van Maanen, 2011:105).  

It was a learning process for me to witness their learning process in enacting WoodstockÕ 

business model. In writing, I had to create meaning out of the thousands of pages of empirical 

material, in such a way that I would show respect to that learning process, both mine, and 

especially theirs. Therefore, both an impressionist and realist style (Van Maanen, 2011) has 

guided my writing.  

The impressionist style (Van Maanen, 2011:101) has helped me in Òconverting the temporal 

nature of the fieldwork into the spatial organization for the textÓ (Van Maanen, 2011:106). I 

used this style for writing about my interaction with the field, about the events and 

conversations I have witnessed, from mid-2013 until end 2014. Furthermore, it guided me in 

creating a flow of the events I analysed in chapter six. However, while having focus on bringing 

forward the most Òexceptional (events), as we learn more from themÓ (Van Maanen, 2011:108), 

I have also tried to keep as accurate as possible the chronological order of these interruptions.   

A realist style (Van Maanen, 2011:45) was employed for describing the beginnings of 

Woodstock, generation 1 and first years of generation 3, as related in the internal documents. 

Furthermore, in this style, I have put in my text accurate quotations to show Òauthentic and 

representative remarks transcribed straight from the horseÕs mouthÓ (Van Maanen, 2011:49).  

This oscillation is in alignment with sensemaking theory, as Weick (1995:35) argues: “People 

who study sensemaking oscillate ontologically because that is what helps them understand the 

actions of people in everyday lifeÓ 
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Lastly, along the analysis conducted in chapter five, six and seven, I have used the vocabulary 

brought forward by sensemaking theory, in chapter three.   

The next chapters, five, six, and seven represent my analysis.  
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CHAPTER V: Analysis of Context for Sensemaking 
 

 

5.1 Introduction  
 

This chapter aims to provide an analysis of the empirical case study, to detail the situation that 

triggered sensemaking processes, leading to the emergence of a new business model inside an 

established company. Weick (1995:110) explains that sensemaking consist of three main 

elements: a frame, a cue and a connection. Sense is made of a new situation when the cue, 

which is the perceived stimulus, gets connected with the frame, namely the existing context. 

Therefore, the scope of this chapter is to introduce the cue, which is the discovery of a new 

technology, and the frame where this has happened, the case company. Additionally, the 

connection between the cue and the frame is addressed in Chapter six, through WeickÕs 1979 

enactment theory.  

This sequence cue, frame, connection, dictates the structure of this chapter. Therefore, the 

chapter first introduces Woodstock by explaining its peculiarities and why it was perceived of as 

a stimulus for the sensemaking process. This section is followed by an analysis of the frame, 

thus the company where the innovation process took place. In this section the focus is on 

companyÕs history, its business models and manner how the expression Ôbusiness modelÕ is 

employed. Further, the main actors involved in WoodstockÕs creation and their relation is 

analysed.  

This chapter is closed with conclusions and an answer to the research question that has guided 

the chapter:  

What frame did managers draw on when developing Woodstock and why was Woodstock 

perceived as a sensemaking trigger? 
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As presented in Chapter 1, the company will be addressed as Pinta Inc., and the name of the 

project is Woodstock. Woodstock was created as a high thermal insulating product intended to 

supply the window industry, an industry never served before by Pinta Inc. The project evolved 

over time, advancing from generation 1 (G1 hereafter) insulation placed inside the frame of a 

window, see fig. 5.1 (the thin line inside the wood frame), to a solution applied on the outside of 

the window frame, named Generation 3 (G3 hereafter), see fig. 5.2 (the entire black cover of the 

window frame).   

Originating within the context of an incumbent company, the development of WoodstockÕs 

business model from idea to market passed through different stages, encountering numerous 

interruptions and critical moments along the way, resulting in interesting approaches to enacting 

solutions that ultimately allowed Woodstock to survive and reach the marketplace, provides the 

focus of this study.  

                                  

Figure 5. 1 Woodstock Generation 1                                 Figure 5. 2 Woodstock Generation 3 
 

 

5.2 Analysis of the cue: Woodstock 
 

When I entered the company, Pinta Inc. A/S had had the same CEO for more than ten years. 

Serving in the company for more than seventeen years at that time, he had held various 

managerial positions, on his way up to the top. This type of advancement up the ranks of the 

company was a practice I witnessed often at Pinta. Proudly speaking about the company, the 
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CEO (Interview, 2013) explained that Pinta Inc. A/S was known as one of the worldÕs leading 

producers of stone wool, a product made from both natural stone and recycled slag. He told me, 

the company operates in more than 35 countries and has circa 11, 000 employees. It was 

founded in 1909, as a family business, manufacturing tiles and extracting marl, gravel and coal. 

From 1937 onwards, it began to focus on Òmelting stone and creating insulation material that 

cannot burnÓ, to attain a competitive advantage (CEO, Interview 2013).   

In 2009, the idea of becoming a supplier to the window industry, a market never served before, 

was born. It would question PintaÕs innovation routines, manner of productions, and its 

approach to constructing Òroutes to marketÓ- this was the manner CEO (2013) defined a 

business model.  This project was named Woodstock, and it was intended as a solution for 

window manufacturers, faced by regulations formulated as part of the EU 2020 agenda. The 

latter required the former to increase the insulation proprieties of their products, as 40% of 

building heat is lost through the frame of a window (Industry report, 2013).  These requirements 

were labelled as Òan opportunityÓ for the company, since its new strategy, developed in the 

same time frame, would be to make it possible to produce a Òbuilding envelope, being able to 

insulate an entire façade of a building” (Vice president, R&D, 2013). Considering this strategy, 

offering an insulation solution for the window industry was perceived as aligned with the values 

of the company. Therefore, the first documents released internally describing the project, 

underline both its fit within the company and the important business potential of expanding into 

formerly unknown markets: 

“There is a need for better insulated windows, including the frames; requirements are 

increasing and new standards are under way. Windows are an integrated part of the 

building envelope; our strategic target is energy efficiency. Contributing to energy 

efficient houses by supplying materials for windows fits our brand and values. The market 

is significant and thus poses a significant potential turnover and profit. There are today 

several solutions on the market, but we will bring a competitive product both cost and 

performance wise.Ó (Internal document, Vice President, R&D, 2009) 
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ÒThis is the part that shall develop the aerogel composites further, and also explore new 

business models in markets currently unknown to us; like window frames, doors etc.Ó 

(Internal document, Senior Project Manager, 2009) 

This external cues arising from the EU2020 strategy coincided with the research and 

development department (R&D hereafter) at Pinta Inc.Õs development of a new technology that 

would allow their stone wool fibre to raise thermal capture properties to a very high level (CEO, 

interview 2013).  The management team believed in the new technology and began the process 

of bringing it to market; initially by investing in it and building a new factory to serve the 

project. Unfortunately, the technology proved to be too expensive, and the project was halted, 

resulting in a significant stock of finalized products, as there had been significant investment in 

a new factory, now empty, and the development of a new technology, now unexploited (CEO, 

interview 2013). After R&D shelved this project, they began seeking alternative applications. In 

the meantime, a new Vice President (VP R&D hereafter) for innovation was named. Having a 

long career in the windows industry, VP R&D was familiar with the struggles faced by it. 

Therefore, he proposed the new technology to be employed to solve EU2020 demands imposed 

on the windows industry. This idea was received with enthusiasm by the groupÕs management 

and the Woodstock project was born, without any notion of the disruptive effect it would have 

on the company. 

The conflicts that arose during WoodstockÕs development were associated with the initial 

financial and temporal expectations defined internally. In term of temporal expectations, 

Woodstock was labelled as ÒfastÓ (Internal document, 2009) and was expected to move from 

development to market in less than two years. However, it had gone through numerous changes 

as it evolved from generations 1 to 3, and it was under development for approximately six years. 

When comparing it to a spin off project, which was brought to market in less than one year, with 

registered profits, one of the senior project managers affirmed: ÒThat is considered a success in 

Pinta Inc., while Woodstock is struggling and management is wondering why so many 

investments are needed after so many yearsÓ (Senior Project Manager, Interview 2013). In terms 

of financial expectations, the project has exceeded the initial plans considerably, as it had a 

development process of six years, with a major changed of scope, when going to generation 3.  
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In was a generally expressed opinion that the project represented a challenge to the company, as 

the product differed from its previous portfolio, especially given the fine manner in which the 

stone fibres process was conducted for obtaining the final binder. The quality of the binder, 

which had never been questioned before, was questioned now by Woodstock, as it was a vital 

feature to the success of the product. Words like Òvery different from everything we have done 

beforeÓ (Engineer, 2013) were employed frequently when describing the product and explaining 

the slow development process for both the technology and business model. Furthermore, the 

vice-president of innovation had tried to convey the message that the company had not the skills 

and competencies for developing such as product: 

ÒOur organization today does not possess the skills/experience (at all levels) in 

introducing this kind of product, and that there is a significant risk of underestimating the 

complexity of all the issues outside the pure technical performance. These elements must 

receive extra attention” (Internal document, 2011).  

The project was perceived thus in contrasting manners, as being either Òjust a small component” 

or a disruptive innovation for the market to serve:  

�  ÒWoodstock is not a bulk product, as we are used to, and requires special attentionÓ 

(Project meeting minutes, March, 2012) 

�  ÒA project that wants to establish Pinta Inc.in the global market for windows based on a 

new compositeÓ (Senior project manager, 2013) 

�  ÒA small project, that challenges us a bit. I am not sure it is well run, as we have spent 

too much money on it. I think it would probably end up being somewhere in between 

mediocre and too expensive to stopÓ (CEO, 2013) 

�   ÒIt is going to disturb the window industry! I’m sure some in the windows industry will 

perceive our product as a highly disruptive technology coming into the industry. 

Because they do not know what it is and it will make a huge impact! I’m sure we’ll 

create some confusion in the industry, and that is quite exciting to watch!  (VP, R&D, 

2013) 

�  ÒWe have never used customer co-creation before as in Woodstock and that made a huge 

difference for the development processÓ (Program Director, 2013) 
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�  It is a product with features where services are needed, and, in my view, that is a simple 

business model, route to market. You can choose another route to market and ask why 

aren’t we a total windows frame? We have chosen not to do that based on complexity, 

the market is pretty complex, it is not such an easy market! Maybe it is too complex for 

us; maybe we are too stupid for it (System Division Director, 2014). 

�  ÒIt is a project where we are bound to go back and improve the quality of our binders 

for the first time. It is not important for our products that go inside walls and you never 

see them, but it is imperative for Woodstock. Woodstock is visible. That is why it needs a 

different kind of production processÓ (People Process manager, 2014) 

�  ÒA very small component of a window, so why do we need to produce everything 

inside?Ó (Business Director, 2014) 

�  ÒWhy do we continue spending money on and developing something that's not the core 

business?” (Group Management, 2014) 

 

Mapping out the actors involved in the project and the role played by them in developing 

Woodstock technology and business model, I observed the following: 

�  A team was formed from inside R&D, which will be referred to as R&D hereafter (not to 

be confused with the entire R&D department), conceived the project. The team 

comprised of a project manager, a portfolio manager, three technical engineers, and a 

production manager. As Woodstock became more complex, the team expanded with 

experts in paint, stuff for production, and several interns assisting with tasks. In 2013 a 

shift in the project management position happened. The initial project manager of 

Woodstock, which was the inventor of it, was changed with another one based on the 

argument that Òfrom now on we need someone more process oriented, capable in 

finishing things. The discovery period is doneÓ (VP, R&D, Interview 2013); signalling 

the evolution of Woodstock.  

However, increasing the number of people in the team was a slow process, showing a 

certain resistance to change. ÒWe have hired a paint specialist in R&D?  This is 

ridiculous! When have we ever needed one?Ó asked one of the engineers during an 

interview.   
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�  The Business unit (BU hereafter), was the pointed business unit in charge of taking 

ownership of the business development of the product and its route to market. Thus, BU 

was the internal customer for Woodstock. In the BU, two actors were involved during in 

the entire process, the director of the unit and a senior business developer, both of them 

being at Pinta Inc. for approximately twenty years. In the last six months towards the 

handover of Woodstock from R&D to BU, the business unit has gotten a new director, as 

the previous one has retired. The new director has been in Pinta Inc. for seventeen years. 

Moreover, a key account manager was hired in the last year of development.  

�  Customer co-creator (Co-creator hereafter): Woodstock had from the outset a strong 

partnership with a windows producer. This became a strong partnership, offering a co-

creation role for Woodstock, while teaching Pinta Inc. new ways to engage in innovation 

activities.  

�  Vice-president of innovation: the person who became both the convergent point and the 

mediator in negotiations and conflict instances between BU and R&D team, and the 

defender of Woodstock in front of group management. 

�  Other actors who became involved in the project at important moments were the newly 

created marketing group, group management, and the CEO. Furthermore, the production 

factory for Woodstock boards, situated abroad, as well as the suppliers for different 

components of the product, which were considered development partners, played a 

significant role. Their impact is analysed in Chapter six.  

As evidenced in chapter six, interruptions in WoodstockÕs development arose from inside the 

company, and they resulted especially from the interactions between these different actors and 

their expectations, driven by own retrospective sensemaking.  

In terms of sequence of the events3, see fig. 5.3, Woodstock began with Generation 1, as a 

laminated inside component of a window frame. As this version proved to result in an overly 

expensive business model, the decision was taken to move to a Generation 2 model. G2, referred 

to an internal laminated component, but with a visible part, so the Woodstock components 

would require painting. Again, this was not a financially viable option and was short-lived. 

Thus, G3 was proposed, and the decision made to change the design completely and move 

                                                      
3 A timeline can be drawn to a certain extent, as many of the activities have overlapped  
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Woodstock to the front of the window frame. Fig. 5.3 gives a snapshot of the events that have 

marked WoodstockÕs development until the moment of handover to its business owner.
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The identification of these events was done together with both the project managers and 

portfolio manager, who were asked to pinpoint key moments, positive and negative, in 

Woodstock development. Fig. 5.3 attempts to order them chronologically, and makes the 

difference between events that have had an impact and been present during the entire period, 

such as the co-creation partnership, the building of a pilot plant at Pinta Inc. premises, and one-

time events such as missing launching campaigns, or having a very successful one, firing and 

hiring a new CEO, hiring further skills. All the events are analysed further in Chapter six.  

In terms of the organizational chart, Woodstock was established as a project inside R&D and 

planned to be anchored in BU organization according to the rationale that Woodstock was not 

an autonomous entity. Therefore, BU was responsible for the business development and sale of 

the product from the G1 phase, while the plan in the long term was that BU would take over the 

entire project from R&D (Steering meeting minutes, May, 2011).  

To understand why Woodstock was considered the trigger for a long sensemaking process, it is 

important to understand the frame, the context, as Weick (1995) suggests. Therefore, the next 

section analyses the parent company, Pinta Inc. 

 

 

5.3 Analysis of the context: Pinta Inc. A/S 
 

Without a supplied context, objects and events have equivocal or multiple 

meanings. (Weick, 1995:52) 

Chapter three explains that sensemaking involves placing a stimulus into a framework, a Òframe 

of referenceÓ to direct interpretation (Weick, 1995:4) according to a context that determines 

which cues would be noticed, and which actions taken. The context of this thesis was Pinta Inc., 

a company being on the market for more that eighty years! During these years, certain types of 

Òbeliefs about cause-effect, preferences for certain outcomes, and expectations of appropriate 

behavioursÓ (Weick, 1995:111) have been developed inside the company, which I localized it in 

the vocabularies of society, namely ideology (Weick, 1995:111). The ideology was drawn on 

every time someone wanted to underline that Woodstock was different, and a challenge, not 
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only for the R&D team or its business unit, but also for the company per se.  In this light, 

Woodstock was defined as: Òvery unusual for us to do thatÓ (CEO, 2013), Òwe have no such 

reasoning in Pinta Inc., why would we dilute our brand?Ó (CEO, 2013); Òit is not in our DNA, 

and that provokes peopleÓ (VP, R&D, 2014).  

As presented above, Pinta Inc., a family business, was a global player in the insulation industry, 

present in more than 35 countries, having significant success on the market. The fact that Pinta 

Inc. is characterized as a Òfamily business,Ó was emphasized several times by management, in 

order to explain that decisions need to go through an extra filter, Òthe familyÓ: ÒThinking about 

being the CEO, now it is about the chemistry with the board, and with the shareholders, and in 

this case that is the family” (Managing Director Business Unit, 2014). The family, which 

created Pinta Inc. Foundation owns 23% of the share capital, the remainder being divided 

among the General Meeting of Shareholders, the Boards of Directors and the Group 

Management.  

Reflecting on history of Pinta Inc., several important milestones can be observed to have shifted 

the trajectory of the business. Firstly, in 1935 Pinta Inc. bought the rights to produce and sell 

stone wool to insulate buildings in Scandinavia. Just a couple of years later, the company had 

changed its name and registered the Pinta Inc. trademark, which is considered Òone of the 

largest assets in the Pinta Inc. Group, […] well protected and defended by us throughout the 

worldÓ (Pinta Inc., Annual report, 2015).  Secondly, over the years, Pinta Inc. underwent several 

changes in response to exogenous events such as World War II and the oil crisis in the 1970s, 

which took the company in the direction of diversification of its value proposition to include a 

larger range of products based on stone wool technology. To expand beyond insulation, Pinta 

Inc. started to create partitions for floors, ceilings and walls, acoustic products, and soil, 

substituting water-absorbing mineral wool products. This change in the business model 

determined the division of Pinta Inc. into two major business divisions: insulation (77%) and 

systems (23%) (Pinta Inc. Annual Report 2014), bringing a turnover of about �2,000 million in 

2014 (Annual report, 2014). Since 2010, Pinta Inc. has registered steady growth, and its forecast 

for 2016 pinpoints to EBIT above �170 million (see Table 5. 1 for the financial evolution of 

Pinta Inc. for 2011-2015). 
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Table 5. 1 Five-year summary for the financial evolution of Pinta Inc. Source: Pinta Inc. Annual Report, 
2015 
 

The final exogenous factor that prompted the CEO to affirm that it was time for change in the 

company was the recent financial crisis. When hit by the crisis in 2008 the CEO proposed a new 

strategy, asking the company to shift from its traditional manner of doing business, Òpushing 

everything into our distributing channelsÓ (CEO, 2013), moving towards Òchanging our model 

into putting system together” (CEO, 2013). The company was, at that point in time, coming 

from the very privileged situation of achieving very high returns despite minimal effort on 

marketing (CEO, 2013).  However, the crisis made the Group realized that they needed to be 

more market oriented.  

 

Unfortunately, at the beginning of 2000, the company was in the situation that they could 

sell everything they had, which made no sense in having a customer driven strategy. 

Whatever kilogram of stone wool we could squeeze out of the machine, the customers 

would be screaming to get it. In 2007, we could sell everything, but the crisis came and 

the building market was hit. (Managing Director Business Unit, 2014) 

The new strategy, which was revisited several times after its inception (VP, R&D), proposed 

challenging the ideology of Pinta Inc., such as:  
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a. Not having any interaction with the market and, therefore, with the customer:  

ÒWe need to become customer centric and put customers at the centre of our decision 

making when innovatingÓ (CEO, 2013) 

b. Customer-driven innovation needs to be coupled with a market strategy. Pinta Inc., 

because of its strategy, was to get a Group Marketing department for the first time in its 

history.  

c. Being more focused on system divisions and becoming a system provider. 

d. Having a decentralized structure was no longer the most efficient way of steering a 

global company like Pinta Inc. CEO began considering centralization with the aim of 

finding a solution to the issue of Òhow to avoid a silos type of thinking” and questions 

such as: “should we try to separate sales and production? Should we try to specialize 

the factories, so not all factories are doing everything because they are servicing a small 

market area?Ó (Managing Director, Business Unit, 2014). Thus, the divisions in Europe 

were merged into a single Europe Division.  

 

When explaining the challenges of implementing his new strategy, CEO talked about the 

disadvantages of being in a big established company, and about a certain type of mind-set that 

has been reinforced over the many years. He confirmed the most challenging part of his job was 

to shift managersÕ mind-sets:  

 

ÒThe challenge is between the ears of the people. We have trained them, brainwashed 

them, and indoctrinated them in the last forty years, into thinking in one direction. Moving 

the brains of people to think in another direction, and changing substantial parts of the 

organization because they do not fit with the new way of thinking, is very challengingÓ 

(CEO, 2013). 
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Nevertheless, the new strategy was criticized on many occasions, and was broadly considered 

Ònot quite a strategy, more of an action plan, very scatteredÓ (Director Marketing Group, 2014), 

Òa dreamÓ (VP, R&D, 2014), Òtried to change way too much, and people can’t cope and they 

are frustratedÓ (Division Managing Director, 2014), Òwhat came out of this strategy is a bit 

difficult to conclude, as this business unit has always been like thatÓ (Business Development 

Director, 2014).   

 

Interestingly, while different business units and internal departments were disappointed by the 

poor strategy and even considered that Òthere is still no strategy, and that’s confusing if you ask 

me. We are working on itÓ (Group Marketing Vice-president, interview 2013), the innovation 

department was labelling this as an opportunity, a time where their choices could not be 

constrained: 

ÒThe beauty of not having a well-defined strategy is that we can do whatever we want. We have 

the freedom and we like this in R&DÓ (VP R&D, Interview 2013).   

 

End of 2014 brought the news that CEO has been replaced, with Òsomeone who has a strong 

business backgroundÓ (CFO, 2014).  

Going from strategy to business models, Pinta Inc. is perceived by its managers as having two 

different business models, while there has been a short period when operating with three. 

Interestingly, when asking about the companyÕs business model, the expression Òbusiness 

modelÓ has created moments of uncertainty, which is analysed in section 5.3.2. 

 

5.3.1. Pinta Inc.�s Business Models  
 

A combination of secondary data with interviews reveal that Pinta Inc. was operating two types 

of business models, namely insulation and system division. The insulation area (77% of net 

revenue), was encompassed of building insulation, industrial and technical insulation, marine 
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and offshore insulation, sandwich panels, solutions for industrial manufacturers; and the system 

division (23% of net revenue).  The latter encompasses: 

�  Business unit 1: integrated ceiling solutions that improve acoustic performance, design 
of buildings, and indoor environment;  

�  Business unit 2: solutions for cultivation of crops in greenhouses based on hydroponics 
systems, independent of soil;  

�  Business unit 3: decorative boards for various applications on the facades of buildings, 
used for detailing or partial cladding of facades;  

�  Business unit 4: intelligent fibbers for reinforcement,  
�  Business unit 5: solutions for controlling vibrations from railway tracks and noise from 

roads. 
 

The insulation business is defined in Pinta Inc. as having its own production settings and its 

customers are Builder Merchants. Thus, the company never knows where its products finally 

end up. On the other side, the systems division is known for its close collaboration with 

customers, a complex value chain and, also, dependency on the production and R&D settings of 

the insulation business. The five business areas that comprise the Systems division share a focus 

on international marketing and sales, and they do not own any production facilities (Internal 

document), except for Business Unit 2. In other words, unlike the Insulation division, the 

Systems division outsources production. The reasoning behind this business decision relates to 

the difference in the value chain, and consequently a different route to market. In many cases 

addressed to niche markets, SystemsÕ solutions capitalize on specialist expertise, thus there is 

little focus on production meanings. According to Systems Division Managing Director 

(Interview, 2013), this influences its relationship to its customers, which is stronger and closer 

when compared with insulation business. Contrasting the two business models, the following 

differences has been affirmed by Pinta Inc. managers:  
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 INSULATION SYSTEM DIVISION 

Customers Intermediaries: Do it Yourself 
stores, Builder’s Merchants and   

Segmentation takes place locally. 
They know nothing about the 
product (VP R&D, 2014). 

  

Big distance between the end user 
and the manufacturer (Portfolio 
manager, 2013). 

 

Customers are interested in integrated 
solutions and the focus is on 
customization based on standard 
solutions (VP R&D, 2014). 

 

We need to know more about the 
customer and go out and talk to 
customers directly and tell him about 
this technical stuff (Business 
Development Director, 2014). 

 

Value proposition Selling on insulation performance 
thousands of different standard 
insulation products, both building 
and technical (Portfolio manager, 
2013). 

 

Commodity asset oriented, 
traditional manufacturing business 
model (CEO, 2014). 

 

Keep the factories occupied 
(Portfolio manager, 2013). 

 

Business scope is defined globally and 
the focus is on offering systems 
solutions, the full package. We never 
sell on insulation proprieties (Business 
Development Director, 2014). 

 

Based on segmentation, and 
demand/customer driven business 
model. And there is a high demand on 
documentation (VP R&D, 2014). 

Here we do technical sales; we don’t 
just sell to Builder Merchants shelves. We 
need to go out and talk to the end 
customer directly, to understand how 
our products fit his needs (Group 
Marketing Director, 2014). 

 

Value chain  One product program per country- 
each country has a sales 
organization (Portfolio manager, 
2013). 

 

Complex Value chain, depending on the 
business unit. There is no production, 
logistic or HR. These are bought from 
Pinta Inc. International and Insulation 
(Portfolio manager, 2013). 
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Simple value chain: selling directly 
to intermediaries - production and 
sales & marketing is not split (VP 
R&D, 2014). 

 

 

We push our stuff through 
distribution (CEO, 2014). 

 

 

System division is made of sales and 
marketing business units only, except 
business unit 2- have their own R&D 
(VP R&D, 2014). 

Specialized value chains: one value 
chain per application – unique route to 
markets; specialized sales force- 
considered crucial (VP R&D, 2014). 

One of the strategies for building 
systems is making acquisitions of parts 
that help building systems (Business 
Development Director, 2014). 

 

Revenue model Bulk selling, therefore low 
contribution margins (VP R&D, 
2014). 

Selling solutions and working with big 
contribution margins (Portfolio 
manager, 2013). 

ÒEach of the businesses has a price 
premium strategyÓ (Group Marketing 
Director, 2014) 

Table 5. 2 Perceived differences between Pinta Inc. Business Models. Source: Author's own 

 

Group Marketing Director furthermore affirmed, Òwe have these two different ways to do 

business, but I am not sure if it is the right approach. We are discussing now quite a lot if this is 

really necessary and how could we integrate them, so we would have only systems and the 

insulation part would be the common production platform? It’s one of the scenarios at least!Ó 

(Interview, 2014). The same opinion was affirmed by the division management director, part of 

Pinta Inc.Õs board.  

Interestingly, the company had utilized three business models for a short period, when it tried to 

offer various consultancy services comprising policy and climate change, in a business unit 
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called Build Desk. The unit was a service provider only, and it was intended not to be associated 

with Pinta Inc. name: 

As a reliable and trustworthy sparring partner to, amongst others, architects and 

engineers, BuildDesk is there to advance energy efficiency, not to promote the Pinta Inc. 

brand (CEO, 2005, Pinta Inc. Newsletter 2005).  

When I had the idea, I wanted it as a separate business and a different name. Maybe I was 

wrong. (CEO, Interview, 2013) 

The business was not a success; it has been closed quietly, without many being willing to talk 

about it. At the headquarters, there were still signs of Build Desk, yet, when asked, nobody 

knew where it was or what happened to it (Field notes, 2013). Interestingly, the Vice-President 

of R&D affirmed: Òit was the CEO’s project and it didn’t work out, so we just let it go. We don’t 

like to talk about failures at Pinta Inc.Ó (VP R&D, 2013).  I came to hear this sentence a couple 

of times during my field study. CEO explained the closure by being a product that the market 

was not ready for, plus the link between product and Pinta Inc. was missing: 

It just turned out that Build Desk, which was a bit of a holistic view, with a lot of 

calculation and software. It missed the link to our normal business. So, the link was 

missing between our products, what kind of systems or solutions does the person in 

question want, and then, if certain calculation methods are required, then we can supply 

that. So we were in A, we when to C and we were missing B, which has turned out to be 

much more important than C (CEO, 2013). 

The former business developer of Build Desk believed that the reason for not succeeding was 

twofold: lacking the skills, being very different from Pinta Inc.,Õ main business, and not having 

clear goals:  

“You can have all the ideas in the world, but if you don’t have the people, forget about! 

And then we didn’t have the goal, so we kept having milestones and we keep just dragging 

on compromising all over the place, and we didn’t deliver” (Business director, Interview 

2014). 
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