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ABSTRACT

Recently, there have been significant changes in many industries triggered by the development of new Internet-
based technology. New business models have been invented in response to the changes and to keep up with
competition, for the most part forcing companies to conduct partnerships or collaborations with different actors in
order to fulfill the business’s offering. A partnership with more than two actors then triggers the formation of a
strategic network. The aim of this research is to understand the management of the actor’s network, the business
model and the business model innovation dimension in the multidimensional value network (MDVNS) in search of
increased value outcome. A case study of three MDVNs from different industries is carried out to explain the
constellation of the relationship between dimensions and its outcome in value. The findings indicate the two-way
relationship between the actor’s network, business model and business model innovation dimensions. The general
relationship of the three dimensions then results in a contextualized relationship on multidimensional value nets as
the case. The model then becomes a helpful tool for effective business model innovation in the network. Firms are
now examining new roles in the industry and the partnership opportunities which then become the basis of the
strategic nets formation. As for the managerial implication, the model could facilitate the analysis actor’s network
dimensions, business model and activity of business model innovation which bears the different characteristics of
each network. It is also possible for the model to evaluate the network effectiveness towards the business model
innovation based on value as the outcome.

Keywords: Business Model; Business Model Innovation; Network.

1. INTRODUCTION

The business landscape is changing worldwide, and many factors have fostered the changes, including
the rapid use of internet and development of digital technology. The rapid development of the internet
has brought positive and adverse effects to most industries. In most cases, the internet has triggered the
cross group/actors value creation activity which requires actors in industry to change their business
models (Leyshon, 2000). The new business models often require more partnership and collaborating
actors which cause a value chain reconfiguration (Kartseva et al., 2004) and then form complex linkages
that lead to the creation of a “value network” (Bovet and Martha, 2000). The value network is effective
for increasing value in their business network (Nenonen and Storbacka, 2010), increasing efficiency,
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increasing speed, and to provide ease for the services they offer (Palo and Tahtinen, 2011). The value
network resulting from various actors’ cooperation can also offer better cost-efficient products and
services with shorter delivery terms (Méller and Halinen, 1999) since the value-creating networks can
help them acquire access to complementary assets (Rasmussen, 2007), integrate resources and co-create
markets (Vargo, 2007), and reduce the costs or risks of innovation activity (Rasmussen, 2007).

Actors from many industries in Indonesia strive to find various ways of adapting to this situation. They
start by adapting the ‘“internet” business model, then form a multidimensional value net.
Multidimensional value nets (MDVNS) is one of the three types of strategic business nets (vertical value
nets, horizontal value nets and multidimensional value nets) conceived by Moller et al. (2005). MDVNs
comprise a hub organization that creates its market offering by integrating products and services
required from a group of different types of suppliers and channel firms. In general, MDVNSs are formed
to create a new business concept with new technologies, which requires the hub organization to
orchestrate various roles of actors to create new value activities. Multidimensional value nets was
chosen as it offers the dynamics of different types of actors (Moller et al., 2005).

To gain significant value outcome from multidimensional value nets, many factors need to be analysed.
First, since actors in this network come from different industries, it requires different arrangement and
managerial capabilities to maintain the partnership (Moller et al., 2005). Thus, it is important to conduct
analysis of the actor’s behavior, government and structure in the network (Wu and Zhang, 2009).
Second, comprehending clear resources and capability of each network member, including their
business model and network ties, can significantly help actors in the network to innovate their business
model (Nenonen and Storbacka, 2010; Lindgren et al., 2010). Third, after analysing each member’s
business model, the process of reconfiguring, connecting, integrating the business model’s elements and
identifying the most essential elements in future business is important to ensure the benefits of business
model innovation activity (Fu et al., 2006; Palo and T&htinen, 2011; Wu and Zhang, 2009).

Due to the increase for the need of value-creating networks study, research on this topic expanded (e.g
Wu and Zhang, 2009; Nenonen and Storbacka, 2010; Bask et al., 2010; Palo and Tahtinen, 2011). This
research intends to focus on that topic. Thus, this research will try to find the configuration on each
element in the model in regards to the outcome of the value creation, value delivery and value capture
based on data collection of three MDVNSs from three different industries.

2. LITERATURE REVIEW
2.1.  Actor’s Network

This research focuses on strategic networks, which is defined as any restricted group of organizations
or actors that are interconnected with the structures, governances, and unique behaviours that are
strategically important to participating firms. The members of the network work together towards the
intention of a particular task or output (Mdller et al., 2005). Actors in the network can be individuals,
collectives, communities, or enterprises (Allee, 2008). The role of actors varies among suppliers,
partners, distribution channels, and consumers (Mo6ller and Halinen, 1999). Based on Shuman and
Twombly (2010), the network is comprised of the governance principles, which includes the structure
and behavior elements. The network structure is defined as the relationship arrangement of the
network’s members. The structural elements include network ties, network configuration, and network
stability (Inkpen and Tsang, 2005).
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Network governance is the process of making and implementing a decision in the network. The network
governance ‘involves a select, persistent, and structured set of autonomous firms (as well as non-profit
agencies) engaged in creating products or services based on implicit and open-ended contracts to adapt
to environmental contingencies and to coordinate and safeguard exchanges’ (Jones et al., 1997: 914).
The network governance elements include review and evaluation, decision-making authority (Shuman
and Twombly, 2010), collaboration guidance (Bititci et al., 2004), and transaction (Snehota and
Hakansson, 1995). Network behavior is the way in which members of the network act toward others.
The network behavior elements include active/passive communication, sharing resources, transparency
of internal information, and time period of collaboration (Shuman and Twombly, 2010). Based on the
description above, the network is comprised of relationship arrangement of the network’s members, the
process of making and implementing a decision in the network and the way in which members of the
network act toward others.

2.2.  Business Model

Business model is the representation of how actors in the network exchange value and arrange the value
flow. Based on previous research, one of the elements of the business model in the network perspective
is the value exchange between network actors (Weill and Vitale, 2001; Komulainen et al., 2006; Wu
and Zhang, 2009; Palo and Téhtinen, 2011). Based on Allee (2003), a value network creates economic
value throughout complex dynamic exchanges between one or more network members. Value
exchanges need to be converted in order to gain better economic understanding. Furthermore, by
visualizing the value exchanges in the business model, the analysis of the value of a network can be
easily facilitated. Value exchanges form value creation activities through a tangible and intangible value
flow, thus the value flow is also an important element of the business model (Wu and Zhang, 2009).
Tangible value exchanges include exchanges on products, services and money. Intangible value
exchanges include knowledge, influence and exposure (Wu and Zhang, 2009). Based on the explanation
above, the business model is defined as the representation of how actors in the network exchange value
and arrange the value flow.

2.3.  Business Model Innovation

Business model innovation (BMI) is a systematic procedural strategic activity that is critically
contingent on the firm’s ability to sort, evaluate, refine and rearrange its diverse resources and
capabilities (Najmaei, 2011). The BMI process includes initiation, ideation, integration, and
implementation (Frankenberger et al., 2013). The initiation stage covers the activity of understanding
the needs of the players and identification of change drivers. The ideation stage comprises the activity
of overcoming the current business logic, thinking in the business model, and managing the idea
creation. In the integration stage, the activity consists of detailing and ensuring the alignment of the
business model and managing partners. In the implementation stage, the activity is to overcome the
internal resistance and evaluation. Different BMI processes result in different types of BMI, as
conceived by Giesen et al. (2007). The framework explains three BMI types: industry model, revenue
model, and enterprise model. The industry model occurs when one network innovates in the industry
value chain by moving into new industries, redefining existing industries, or creating entirely new ones,
and also by identifying/leveraging unique assets. The revenue model occurs when one network
innovates in how it generates revenue through offering re-configuration (product/service/value mix) and
pricing models. The enterprise model occurs when one network innovates in the role it plays in the value
chain by changing its extended enterprise and networks with employees, suppliers, customers, and
others, including capability/asset configuration.
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24. Value

“Value inhabits in the satisfaction and fulfilment of customers’ expectations” (Martinez, 2003).
Customer expectation has become the focus of value creation and can be achieved when the relative
amount of value is subjectively realized by the customer (Lepak et al., 2007). To ensure value is realized
by the targeted customer and to maximize competitive advantage, the value creation actors need to build
a stronger network of value delivery partners (Berggren and Nacher, 2001). A stronger network of
value-delivery partners and the unique business model’s propositions can sustain and maximize value
delivery and create the best process of value delivery (Berggren and Nacher, 2001; Demil and Lecocq,
2010). Value also inhabits in generating wealth for organizations (Martinez, 2003). To generate wealth
for organizations in the network, the value creation and value delivery network need to ensure that
network members can capture value from the business model that is executed. For instance, in his paper,
Johns (2005) explains how retailers and distributors capture value from the sale of the game and how
the negotiation happens. They also explain how a manufacturer can also capture value by becoming an
exclusive manufacturer. It can be concluded that value capture starts from initiation of value creation
until value delivery. Based on previous research, in this research value is defined as the expected output
of BMI activity in a particular network that is created and delivered for customers through maximum
value capture for network members.

3. METHODOLOGY

To answer the research objectives, a multiple case study design is provided to guide the data collection
of this research since (1) it allows replication logic (2) this research aims for theoretical replication rather
than literal replication (Yin, 2014). The case distinction allows this research to identify and compare the
strengths and weaknesses of each case. As the unit of analysis, this research has selected three MDVNs
based on several criteria: first, it is the network of a focal company in the Indonesian creative industry
subsectors, second, it includes more than two members in its network and third the three MDVN are
come from different industries to make sure the cases are contrasting.

In this case study research, the collection of data is conducted through: (1) semi-structured interviews
with key internal management of the network’s focal firm, (2) semi-structured interview with partners,
(3) observation and (4) secondary sources. To enhance the rigorousness of the study, the principles of
data collection proposed by Yin (2014) were followed:

1. First, to use multiple sources of evidence. Multiple data sources can contribute to a high degree of
construct validity. In this case study, both customers (network members) and focal firms were
interviewed. We also observed the three platforms of the case studies. In addition, archival records
such as meeting reports and company websites provide a more in-depth understanding of focal
firms’ networks, and to complement the results of the study.

2. Second, to create a case study database. A case study database helps to increase reliability of the
case study (Yin, 2014). In this study, case study notes were maintained by taking notes during the
interviews. Audio was also recorded during the interviews for documentation purposes. Our case
study documents also include company background information. Interview and observation
protocols are developed and used to guide each activity.

This research carried out four techniques for analysis suggested by Yin (2014): pattern matching by
linking data to propositions, explanation-building, logic models, and cross-case synthesis. There are
some instances when a proposition can be supported, partially-supported and not even supported at all
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Table 1: Respondent Information

Case Position Interview Date
Guvera Focal Firm Management ~ Managing Director of Guvera October 25, 2015
Music director of Guvera February 5, 2016
Network members Dokuwallet (vice president of merchant product) February 12, 2016
Tokopedia (Internet Marketing Specialist) March 3, 2016
Zalora Focal Firm Management  Buyer Avpril 4, 2017
Network members Nazmi (Founder and Owner) May 1, 2017
Fairy Berry (Founder) April 29, 2017
IDCloudHost  Focal Firm Management  Chief Marketing Officer at IDCloudHost June 15, 2017
Network member Metagraf (Founder) July 2, 2017
Bank Negara Indonesia (branch manager) July 7, 2017

by the case study result. A proposition is considered fully supported when the measured variable results
in the same intensity level. A proposition is considered partially-supported when the measured variable
results in intensity level difference of one. A proposition is considered not supported when the measured
variable results in intensity level difference of two. The measurement of BMI in the network perspective
consists of four dimensions of the conceptual model: network dimension, business model dimension,
business model innovation dimension and value dimension. Each dimension is broken down into
elements which characterize the dimension. The intensity level is chosen as the basis measurement as it
is considered to be representative in measuring each dimension in the network context. The level is built
based on elaboration of previous research (e.g. Shuman and Twombly, 2010; Bititci et al., 2004;
Hékansson and Shenota, 1995; Inkpen and Tsang, 2005; Wu and Zhang, 2009; Komulainen et al., 2006;
Palo and Téhtinen, 2011; Giesen et al., 2007; Frankenberger et al., 2013; Bucherer et al., 2012)

4. FINDINGS

The analysis for each case is described in this section, including case introduction and proposition testing
of each case to the propositions. This section ends with a summary, comparison and analysis of these
cases.

4.1. Introduction and discussion of case studies
4.1.1. Guvera Indonesia

Established in 2008, Guvera is an Australian-based online music streaming platform which can be found
in web browsers, iOD, Android and Windows Phone. By signing a licensing agreement with many
international record label and local record label, Guvera offers more than 10 million songs for its global
customers. Collaborating with Jakarta IT firm Skybee, Guvera launched its service in Indonesia in
February 2014, with the Guvera Indonesia representative office located at Graha Tirtadi 1st floor, unit
102. JI Senopati 75, Jakarta. Since their emergence in Indonesia, they have attempted to sign agreements
with as many local labels as possible in Indonesia to enrich their music catalog. They have also
conducted partnerships with telcos, local content providers and payment providers to provide the best
music experience in their platform. They also offer advertising opportunities in their platform for other
companies to gain revenue other than from music streaming.

4.1.2. Zalora Indonesia

Zalora is an online marketplace or e-commerce that provides fashion products. Currently, Zalora
operates in Indonesia, Singapore, Malaysia, Brunei, Thailand, Philippines, and Hong Kong. It was
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established in late 2011 by its five co-founders, including Oliver Samwer, Catherine Sutjahyo, and Hadi
Wenas. The main investors of Zalora are Rocket Internet and Kinnevik AB, which formed Global
Fashion Group (GFG). GFG is comprised of five of the world’s leading fashion e-commerce for
emerging markets, one of which is Zalora. Currently, GFG employs more than 9000 people in 24
countries and cooperates with many partners from various industries, including fashion labels, logistics
firms, financial institution, media and public advertisers.

4.1.3. IDCloudHost

PT Cloud Hosting Indonesia or IDCloudHost (idcloudhost.com) is a web-hosting company that
emphasizes the best and latest technology to provide the best service for their clients. Established in
2015, the company started with bootstrapping financing — a self-funding technique to start and run the
company. IDCloudHost has three offices: a Bandung office for headquarters and customer service
centre, a Jakarta office for finance and legal affairs, and a Sukabumi office for technical operations.
They offer several services, including domain registration, cloud hosting, VPS and dedicated server
supply, domain reselling and hosting reselling. IDCloudHost started its business by bootstrapping its
founders” own money to avoid outside financing. IDCloudHost has several partners to help their daily
operations, including PANDI (Pengelola Nama Domain Internet Indonesia), the Indonesian domain
name registry (.id) which was established by the Ministry of Communication and Information
Technology in Indonesia; banks (as payment gateways), and media (to increase brand awareness).

4.2.  Cross-Case Analysis

This section provides an analysis and discussion of the descriptive data obtained from previous case
analysis. The objective of cross-case analysis is to find similarities and differences among the three case
studies. The comparison analysis of three cases is towards four dimensions: Actor’s Network, Business
Model, Innovation and Value. Discussion of the findings follows this chapter.

5. DISCUSSION

Analyzing the information from three cases reveals the following common traits. In all MDVNs, the
actor’s network coordinates towards the business model. Less exclusive network structures in MDVNs
allow actors to negotiate when to start the value flow (timing) and can also invite potential actors to
enter the network and exchange values. Different types of partners bring different values to be
exchanged, resulting in different value flows and network behaviors. This condition faces each network
with its various business models to be managed. Dynamic network governance negotiates the type of
value exchanges required and timing of value flow in the business model (BM) through mutual
agreement. Dynamic network behavior helps manage communication, sharing activities, transparency
of information, and period of collaboration towards the value exchange and value flow. It is discovered
that different business models result from different types of partners, requiring intense communication
which is hoped to be continuously conducted in order to refine and evaluate each business model.
However, communications between actors do not always happen the way they should be. This condition
triggers problems such as slow response to the needs and wants of partners and slow detection of
business model failure.

Based on the analysis, it is revealed that the business model provides the platform for the actor’s network
interaction. Less rigid value exchanges among actors allow them to negotiate the mechanism of
transaction, sharing resources, review and evaluation. The most convenient mechanism to both actors
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becomes the objective of negotiation. Although the value exchange is less rigid, it can safeguard network
ties, configuration, and stability. A focal firm is needed to manage the value flow which includes
communication and transparency of information arrangement. The communication in this type of
network is mostly related to sales report and business model implementation. In MDVN, the BM needs
to have a good rapport to maintain network ties, configuration and stability

Successful business model innovation requires active interaction between actors in the MDVN.
Dynamic network governance can provide room for various BMI types and BMI processes, whereas
dynamic network behavior can increases the actor’s involvement in the BMI process. Actors that agree
to collaborate are required to contribute their resources or capabilities to the BMI process and interact
with other partners related to the business model. The latest BMI in MDVN requires the rearrangement
of network ties and configuration. In MDVN, BMI is usually arranged in the contract. The contract is
developed based on a mutual agreement to ensure the sharing of resources, active communication,
transaction, reviews and evaluation. Usually, a contract regarding rights and responsibilities can still be
adjusted based on the cooperating actors’ convenience. Business model innovation facilitates the
representation of business models in MDVN and adapts to domestic BM. The adaptation includes new
cooperation with local strategic partners in compliance with investment regulations in Indonesia. The
current BM is essential for business model innovation in MDVN. Current value flow provides lessons
to be learned in order to modify contracts/partnerships, money flow and information flow.

In most MDVN the BMI level is low, but still results in high value creation, delivery and capture,
because a low level of BMI in MDVN can result in high value creation through cooperation with many
actors who bring different expertise. According to Lund and Nielsen (2014), ““it was found that it is not
only about how the business model could *merge’ together, but it is also essential to commercialize
them as fast as possible to different markets”. The BMI carried out after their emergence is mostly in
incremental levels, in terms of adjusting the offering, which results in new services, price and product
packages. This also increases through consistent innovation in the offering, method of payment and
more. Low levels of BMI in MDVN can result in high level of value delivery through consistent
customer engagement and consistent increase in quality of delivery. In MDVN, low levels of BMI can
result in high levels of value capture through opening many revenue sources, such as subscription and
advertising.

6. CONCLUSION

This research begins with the background and problem identification, which leads to the research
objective of this research, namely to find configurations of actor’s network, business model and its
innovation towards the outcome of value creation, value delivery and value capture. This research finds
that the actors/network members involved in MDVN have different business models, thus the
generalization of actors/network members coordination with focal firms is inapplicable. A focal firm
needs to maintain different types of business models and actor coordination though good negotiation.
These findings are in line with Wu and Zhang (2009), who asserted that the value flow, such as products,
information and money flow and the form of linkage, are vital attributes in value network research. The
form of linkage indicates the mode of network governance, which consists of equity and non-equity
arrangement. The equity and non-equity arrangement can be classified from dimensions such as
frequency, duration, the degree of trust, integration, and control. To make this network effective, a
trustworthy focal firm, orchestrator or choreographer of the network who is easy to reach and open for
any member to communicate is needed. They need to have a representative who has good
communication and negotiation skills, and a capability to foresee innovation opportunities among the
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member. The focal firm needs to allocate different people to manage different type of partners, as they
have different interests and expectations. Constant review and discussion needs to be regularly
conducted as the offering of this network is new and might still need a lot of improvement.

It is found that the multi-dimensional net is usually established to embrace new business concepts with
new technologies. From the cases it can be seen that the motives of network formation in multi-
dimensional value nets from the focal firm is to create new business concepts with new technologies.
To realize the new concepts, they need to conduct partnerships with different types of focal firms to
provide different types of payment. From the partners’ perspective, the motive of joining the network is
mainly to get income from the partnership. Another motive is to increase awareness, for example
companies that advertise in the focal firm’s platform. Thus, different types of resources and skills are
gathered here to provide the best offering to the customer. Joining this kind of network is recommended
for actors who want to learn about the new business avenues, as the income is usually still unstable for
an undetermined time. However, as this type of network offers long-term success opportunities, actors
who have joined this network since the beginning of its emergence can obtain more knowledge and the
creme de la creme of the new business model.
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