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Abstract: Digital business model innovation is discussed by bringing together systemic innovation
and digital innovation. Applying the Rich Picture technique, the complexity transpiring in the dig-
ital innovation of the business models is illustrated. Further, a real world example is presented and
discussed in relation to systemic innovation and digital innovation. This study further contributes
by shedding light on the added complexity brought by digital innovation but also the need for a
combined and mixed systems thinking approach.
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1. Introduction

Advancement of digital technologies has spawned profound innovation opportuni-
ties. This impact is observed across a number of industries, which are being reshaped by
digital technologies. In order to strive in the ever changing landscape, organizations need
to embark on continuous digital innovation efforts. Digital innovation is defined as “the
process of combining digital and physical components to create novel devices, services or
business models, bundling them to constitute and enable market offerings, and embed-
ding them in wider sociotechnical environments to enable their diffusion, operation and
use” [1] (p. 433). Systemic implications and complexity stemming from digital innovation
have become key concerns for both research and practice.

In this paper we focus on digital business model innovation as an instance of sys-
temic innovation [2] and digital innovation [3]. According to Amit and Zott [4] (p. 4) “a
business model is about ‘how to do business,” and business model innovation is about
‘how to do business in new ways’”. Utilization of holistic thinking has been voiced as a
powerful approach for business model innovation, by both strategic management litera-
ture [5] and, recently, systems thinking literature (e.g., [2]). In the same line of reasoning,
we also argue for the potential of systems thinking to address digital business model in-
novation. Systems thinking is a transdisciplinary perspective which enables complex and
multidimensional environmental, social, and organizational real world situations to un-
fold and be tackled. Systems thinking is a holistic approach which provides a language
and a set of tools tackling underlying patterns and structures, mental models, and rela-
tionships (e.g., [6~13]). It can be viewed as a practical application of various systems ideas
[14]. Despite the appreciation of systems thinking for business model innovation, previ-
ous literature (e.g., [15-17]) mostly assumes the hard systems approach and considers
business models as systems. However, the application of systems thinking to business
model innovation remains mainly blackboxed [18].

We aim to contribute to a contemporary phenomenon of our society —digitalization.
By using the Rich Picture technique (e.g., [9]), a systems thinking tool, we illustrate
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relationships, entities, and underlying structures of the dynamic multifaceted complexity
of digital business model innovation. Further, this is an attempt to bring together systemic
innovation and digital innovation through the notion of digital business model innova-
tion.

In what follows, we first provide a brief summary of business models and digital
business model innovation. We then proceed with a brief outline of related work, which
brings together business models and systems thinking. This is followed by an illustration
and description of the complex situation of Digital Business Model Innovation along with
a practical case example. The paper is finalized with a discussion and concluding remarks
on future prospects.

2. Business Models

The business model concept elevated with the emergence of the Internet, which gave
rise to new forms of business practices [19]. Since then, the concept has proliferated and
earned a prominence in both academia and practice [20]. A detailed review of the business
model body of research, its evolution, classification of the literature, and its dynamics is
out of the scope of this paper, since the scholarly work contains many such reviews al-
ready (for thorough reviews, see, e.g., [20-24]).

Despite the increased importance, there is no consensual definition on business mod-
els [22], and scholarly work is quite dispersed [20]. Massa et al. [22] classify the burgeon-
ing literature into three main strands, which provide different interpretations of business
models. The first strand considers business models as properties of real organizations,
where the business model depicts the organization’s activity system, which explains how
the business is conducted. The second strand interprets business models through a cogni-
tive prism. It specifically views business models as cognitive representations [25], held in
managers’ mental models. This cognitive framing, often recognized as "dominant logic"
[26], shapes the decision making and subsequent innovation efforts. It is recognized to be
a main barrier to spot market opportunities, shape the innovation journey [27], and yield
value from digitalization. The third perspective according to Massa et al. [22] interprets
business models as simplified versions of real systems, represented as formal conceptual-
ization of activities.

Nevertheless, among the scattered work across disciplines [20], there is a noted con-
sensus on two points: firstly, the core of business model notion is the value creation and
capture; and secondly, a business model represents a boundary spanning concept, hence
demanding a holistic scrutiny [28,29].

In the work of Amit and Zott [19], a business model emerges as an analytical concept
derived from a thorough scrutinization of traditional theories of value creation, value
chain [30], resource based view [31], Schumpeterian innovation [32], strategic networks
[33], and transaction cost economics [34]. In their work, Amit and Zott [19] conclude that
the digital realm challenges the conventional understanding of value creation, and the
traditional theories of value creation cannot fully grasp digitalization and its implications.
These theories alone can only provide partial explanations; therefore, Amit and Zott [19]
propose the business model as an aggregated concept to account for digitalization and its
implications. Whereas their initial work focused on transactions, the latter work assumes
an activity system perspective [5,28]. Nonetheless, as Zott and Amit [28] (p. 219) argue,
these two perspectives do not cancel each other out; instead they are “ two sides of the
same coin”, because the link between activities is enabled through transaction mecha-
nisms [28]. The activity system perspective as presented by Zott and Amit [28] is a com-
prehensive way of understanding and explaining the value creation and delivery, by de-
picting business model as a purposeful assemblage of interconnected and interdependent
activities performed by the organization, but also other actors in the ecosystem. Activity
is defined as “as the engagement of human, physical, and/or capital resources of any party
to the business model (the focal firm, end customers, vendors, etc.) to serve a specific pur-
pose toward the fulfillment of the overall objective” [28] (p. 217). Specifically, they define
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the business model as depicting “the content, structure, and governance of transactions
designed so as to create value through the exploitation of business opportunities” [28] (p.
511). The three elements that characterize the business model are content, structure, and
governance. Content, or the “what” of business models, describes the activities that are
conducted in order to deliver value propositions to satisfy a market need. Structure, or
the “how” element of business models, refers to the way the activities are connected, their
sequence, as well as their contribution to the business model in terms of whether they
have a primary or supporting character. Governance, or the "who", describes the actors
responsible for performing the activities and underlying control mechanisms [28].

Amit and Zott [19] and Zott and Amit [5,28] identify and further elaborate four main
drivers of value creation, which organizations activate alone or in combination. These
drivers revolve around which business models could be designed, include novelty, lock-
in, complementarities, and efficiency. Novelty refers to novel configurations of activities,
actors, and relationships. Efficiency refers to the way organizations configure their activ-
ity systems to gain greater efficiency through the reduction of costs. Complementarities
according to Zott and Amit [28] refer to the creation of synergies between offerings, activ-
ities, actors, and/or resources, which would result in greater value than each of them sep-
arately. The lock-in theme is argued to be present when companies, through activating
mechanisms such as switching costs or incentives, prevent customers from drifting away
to other competitors. Moreover, Amit and Zott [19] argue that value drivers are not mu-
tually exclusive. One or several drivers can be present in the very same business model,
and often they solidify each other [19]. This becomes more evident especially in the vola-
tile digital context.

Business models are dynamic [35], especially in the light of constant and ongoing
digital evolution. Therefore, digital innovation of business models becomes an imperative
for survival in the ever changing ecosystem.

2.1. Digital Business Model Innovation

As mentioned above, the concept of the business model gained considerable popu-
larity in both academia and practice seemingly as a result of advancement of digital tech-
nologies [20]. Hence, the business model concept is intrinsically related to digitalization.
Digital technologies themselves do not contribute to value creation and capture. Instead
they must be leveraged and exploited in novel ways which yield value creation and cap-
ture, that is, through business models, as a concept which bridges the technological as-
pects with economic aspects such as value creation and capture [36].

Digital business model innovation represents an instance of digital innovation, along
with product and process innovation [3]. Fichman et al. [3] (p. 330) define digital innova-
tion as "a product, process or business model that is perceived as new, requires some sig-
nificant changes on the part of adopters, and is embodied in or enabled by IT”. Further,
according to the authors, digital business model innovation refers to novel forms of value
creation and capture enabled by digital technologies. In other words, digital business
model innovation refers to the ways organizations harness the potential of digital tech-
nologies to create and capture value in a novel way, not only for themselves but also other
actors in the ecosystem. Following Zott and Amit [5] and Snihur and Zott [37], we perceive
digital innovation of business models as the changes in the content (introduction of new
activities, modification of existing ones, and/or elimination of some activities), structure
(novel ways of activity linkages), and/or governance (introduction of new actors who con-
duct activities), all enabled by digital technologies. In this paper, digital business model
innovation does not solely imply a full transition or transformation to digital, but also it
includes a hybrid model, where the non-digital way of doing business coexists with the
digital.

There is a consensus that business model innovation is intrinsically complex and dif-
ficult (e.g., [27, 37]). The difficulty emerges due to the high interdependency between the
elements of the business model resulting in the innovation of the whole activity system
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[5]. However, what makes digital innovation of business models particularly complex is
specific attributes such as the decoupling between form and function and content from
medium, blurred boundaries, different dynamics, and value co-creation (e.g., [38—40]).
These attributes inherent in digital technologies represent the cornerstone for digital in-
novation [38] and digital business model innovation, respectively. Digital innovation is
regarded as a "new innovation regime" [40], distinct from other forms of innovations [41].
The properties of digital technologies afford a large degree of flexibility and make digital
innovation a process and an outcome with no clear defined boundaries and agency of
innovation [41]. Digital innovation of business models entails an entirely different dy-
namic. The ubiquitous nature of digital technologies eliminates barriers, hence affording
the entrance of new actors in incumbent contexts [38]. Digital innovation challenges the
traditional notion of value creation and instead assumes that value is co-created by “ag-
gregating recombinant technology components by interacting with diverse resources and
often across firm boundaries” [39] (p. 488). This results in blurred industry boundaries
and gives rise to a new competitive dynamics [38].

Whereas digital innovation presents ample opportunities, it also creates challenges
and complexities particularly for incumbent organizations [42]. Digital innovation breaks
with the traditional assumptions shaped by the industrial innovation logic [40]. Often-
times digital innovation demands incumbents to maintain the existing practices and the
way of doing business alongside the new digital logic, which gives rise to tensions and
complexity [42].

3. Business Models and Systems Thinking

This section provides a summary of the related research on the relationships between
business models and systems thinking. The review of the literature uncovers two interre-
lated strands: one which focuses and views business models as systems, and another
which centers on the potential of systems thinking to address business model dynamics.

3.1. Business Model as a System

There is an overall consensus that business models denote a system. A variety of def-
initions make inferences to the business model representing a system (e.g., [19,25,43]). For
example, according to Zott and Amit [28] (p. 216) business model represents “a system of
interdependent activities that transcends the focal firm and spans its boundaries”. So ac-
cording to them, the business model is a system composed of interrelated activities cen-
tered and conducted by the focal organization but also includes other activities performed
by other actors outside the firm and even industry boundaries. As evident from the defi-
nition, a business model implies a system-level approach [37] to explaining how firms do
business [28]. Similarly, Martins et al. [25] (p. 99) claim that the business model depicts
“the designed system of activities through which a firm creates and captures value”. These
definitions, along with others, in addition to making inferences to the term system, do not
make specific associations to the systems thinking literature. In a closer look, these defini-
tions resemble the definition of a system by Meadows [8], who defines a system as not
“just any old collection of things. A system is an interconnected set of elements that is
coherently organized in a way that achieves something” [8] (p. 11). However, there are
also studies that make explicit relations between business models and systems thinking.
For example, Berglund and Sandstrom [43] considers business models as open systems,
not having an isolated existence, but being a part of and dependent upon a larger ecosys-
tem. Massa et al. [16] go further, claiming that business models represent "complex sys-
tems" According to them, a complex system is “a system comprising a large number of
parts characterized by non-linear interdependencies, together creating a whole that is
more than the mere sum of its parts” [16] (p. 59).

We concur with the view that the business model represents a complex system. How-
ever, that is not the core focus of this paper. This perspective represents the static view of
business models [35], and according to Midgley and Lindhult [2], the early stages of
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systems sciences, which regard systems as complex real world phenomena to be objec-
tively captured. Whereas it would be interesting to extend this view further, that is a rec-
ommendation for future research. In this paper, we instead focus on the dynamic perspec-
tive of business models [35], specifically on the value and potential of systems thinking to
tackle the complexity that transpires in digital innovation.

3.2. Business Model Innovation from a Systems Perspective

In addition to just merely viewing business models as systems, several scholars have
applied systems thinking in the business model area (e.g., [15,17,44,45]). Halecker and
Hartmann [44] argue that the existing body of research fails to provide insight into how
systems thinking can be applied to business model innovation. Nevertheless, some later
papers have shed some light in that regard. This section provides an overview of a number
of scholarly works on business model innovation from a systems perspective.

Velu [15] draws parallels between general systems theory [46] and business models.
In that light, Velu [15] advocates systems thinking as a suitable perspective for under-
standing the dynamics of business models. He provides a conceptual systems thinking
framework based on Distinctions, Systems, Relationships, and Perspectives (DSRP) by
Cabrera and Cabrera [11] for overcoming cognitive barriers. This type of barrier is consid-
ered as one of the main challenges to business model innovation [27]. Cavallo et al. [17]
advocate the system dynamics for addressing the evolution of business model innovation.
Through the “Causal Loop Diagram” (CLD), the authors map the interrelationships be-
tween the different elements of the business model in the innovation process. In neither
of these scholarly works we can identify how systems thinking approaches have been car-
ried out and applied to business models.

In contrast to the above mentioned studies, Hindle and Vidgen [47] embrace a soft
systems approach to business model innovation. They combine Soft Systems Methodol-
ogy [9] with business model canvas [48] and propose the Business Analytics Methodology
as a systematic tool for modelling and facilitating business model innovation. Similarly,
Pereira et al. [45] utilized Soft Systems Methodology (SSM) in combination with business
model canvas [48]. The authors applied the seven step model of SSM as a pre-stage to the
business model canvas modelling, which was further developed to the SSM Learning Cy-
cle (e.g., [49]). We see a limitation in applying the seven step model, as it is not iterative
and not as “soft” as the SSM Learning Cycle. Another systems thinking approach address-
ing Business Model Innovation is, for instance, the work of Halecker and Hartmann [44],
who propose the Integrated Systems Approach as an overarching model with the poten-
tial of including hard and soft systems approaches. However, the study does not clearly
unfold how the combination of the hard and soft approaches comes into play. Monat et
al. [18] discuss the challenges of the practical application of systems thinking. They attrib-
ute the failures of several businesses as a lack of adopting systems thinking. In a recent
study, Midgley and Lindhult [2] focus on systemic innovation from a systems perspective.
They classify systemic innovation into five categories: (1) technologically driven innova-
tion, (2) policy and governance development to support innovation, (3) transition to a sus-
tainable society aiming for more desirable patterns of production and consumption, (4)
collaboration between multiple and interdependent actors embedded in an ecosystem,
and (5) thinking in terms of systems. Thus, Midgley and Lindhult [2] argue for systems
thinking as a fruitful theoretical and methodological approach to enhance the understand-
ing of business model innovation.

Previous studies on the intersection of business models and systems thinking have
advocated systems thinking as a promising approach to business model innovation. How-
ever, studies on the complexity emerging from the digital innovation of business models
are scarce, and there is further major potential in addressing how systems thinking can be
applied to address digital business model innovation.
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4. Ilustration of Digital Business Model Innovation

Up to this point we have presented the literature on the complex nature of business
models, and the additional complexity emerging from digital innovation. Gharajedaghi
[10] states “We see the world as increasingly more complex and chaotic as we use inade-
quate concepts to explain it. When we understand something, we no longer see it as cha-
otic or complex” (p. 24). He further argues that a holistic language, a language of systems,
enables the chaos to unfold and the complexity to be understood. In the same vein,
Cabrera [50] argues that systems thinking makes it possible to see the complex reality of
the natural real world, that is, to look deeper and uncover patterns, systems structures,
and mental models.

For this paper we have chosen the Rich Picture technique of the Soft Systems Meth-
odology. The Rich Picture technique offers a non-linear approach to show relationships,
entities, structures, and viewpoints (e.g., [9]) and hence provides a more comprehensive
picture of the phenomenon. Figure 1 illustrates a generic overview of business models and
digital innovation, i.e., digital business model innovation. The Rich Picture is then ex-
plained using theories of business model and digital innovation. The Rich Picture will first
be explained from the business model perspective and thereafter expanded with the dig-
ital innovation dimension, hence providing an overview of the complex and dynamic na-
ture of digital business model innovation.

This section is then finalized with a presentation of a practical case example.

4.1. Generic Rich Picture of Digital Business Model Innovation

In the Rich Picture in Figure 1, the process and outcome of digital innovation is illus-
trated with blue colored lines. The green dashed line illustrates the traditional boundaries
(non digital) of the organization. The black colored lines illustrate the relationships, and
the maroon lines illustrate interdependencies (i.e., the structure).
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Figure 1. Rich Picture of Digital Business Model Innovation.
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Zott and Amit [28] define a business model as a purposeful activity system of interde-
pendent and interrelated activities, performed by the organization and other actors in the eco-
system in order to produce an offering to fulfill a market need. In the Rich Picture above, this
is illustrated as follows: The grouping of cogwheels in the center of the picture illustrates the
activities (i.e., the content). Each activity is interdependent and interrelated to other activities,
as illustrated with two sided maroon colored pointing arrows. The activities, as described by
Zott and Amit [28], consist of several sub activities (each individual cogwheel should be un-
derstood as a single activity) where an activity has an objective (red and white bullseye in the
middle of the larger cogwheel), humans, vendors, customers (illustrated as stick figures), cap-
ital, and/or physical resources illustrated in the lower right side of the large cogwheel in the
middle. [llustrated as stick figures with round heads at the middle left side of the figure, the
organizational actors perform the core activities. However, some activities could be performed
by other actors outside the organization boundaries such as suppliers (stick figures with dia-
mond heads, a cloud with question marks illustrated in the middle—lower left side and the
customers in the middle—lower right side). The offering (products and/or services) is illus-
trated in the lower right side of the figure and is also an integral part of the gray —blue boxes
in the middle right side of the figure. The gray—blue boxes are part of the objective of the
organization's business model (illustrated as a red—white bullseye) and as part of that fulfilling
amarket need [28], exemplified by the needs of the customer illustrated in the lower right side
of the figure.

The four sources of value creation, i.e., novelty, effectiveness, lock-in, and complementa-
rities [28] are represented as grey-blue boxes in the middle right side of the figure). The dark
gray color illustrates the value creation in a non-digital context, while the blue color represents
digital technologies and digital driven innovations. The second trait of business models is its
boundary spanning nature (e.g., [28]), illustrated in the lower part of the figure, divided into
three parts. First, in the left corner, the suppliers are illustrated providing services, tools, raw
material, etc. (illustrated as a cloud with question marks). Second, competition is illustrated in
the middle, and third, the customers, who have different needs due to digitalization, are illus-
trated with a blue dashed line at the right end of the figure. The organization aims to fulfill the
customers' needs by providing offerings (illustrated in bold arrows in the middle of the lower
right corner) in return for receiving financial value (represented as money).

Digital technologies, as the main enablers of digital innovation [38,39], are illustrated in
the top left corner together with the digital evolution illustrated as a moving forward arrow.
The digital technologies (illustrated inside and outside of the organization boundaries) chal-
lenge the way value is created and captured [28], and this is illustrated throughout the picture
in blue color lines, arrows, and boxes/shadows. Digital technologies affect the three elements
of the business model [28]: content or the what, which entails the activities conducted (illus-
trated with a solid blue arrow in the middle of the figure), the structure or the how, which
represents the way these activities are connected and their sequence (illustrated as a dashed
blue line in the middle of the figure) and governance, which refers to who perform the activities
(illustrated with a solid black arrow in the middle of the figure), where these actors include
internal actors, the technology, and/or actors outside organizational and even industrial
boundaries.

As illustrated with the dashed blue line, digitalization has blurred and even changed or-
ganizational boundaries. Examples of this impact include the blurred and changing roles and
relationships of actors within the ecosystem; customers can become co-creators of value (illus-
trated in the right side corner of the figure); or competitors, who become collaborators, hence
having multiple roles (illustrated as a bold blue arrow in the lower middle and left side of the
figure).

A final highly important aspect to consider is the context in which the organization is
embedded. The context is represented by a large cloud in the Rich Picture. It should be noted
that due to digitalization, the organizational boundaries can end up outside of the incumbent
context, and other actors who reside outside the organization might be within or outside
the specific context.
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4.2. Digital Business Model Innovation in Practice

There are several case examples of different companies who struggled or managed
to leverage the potential of digitalization in order to create unprecedented innovations
and value. In this light, drawing on previous studies, we present an example of digital
business model innovation. The case example is Netflix, which is a global company in the
digital media landscape. It is impossible in this section to include detailed aspects of busi-
ness models in terms of content, governance, and structure. Therefore, this is not intended
to be an exhaustive depiction, but a mere generic overview.

Netflix has been the subject of an array of scholarly work (e.g., [51-54]) as a case ex-
ample of a successful business model innovation but also as a success story of an ambi-
dextrous organization [54].

Netflix is characterized by three major business model innovation leaps: DVD rental
service, content streaming, and production of original content [52,54]. The business model
innovation of Netflix had far-reaching implications for the video rental market first, re-
sulting in the bankruptcy of other competitor companies, e.g., Blockbuster. Later on, Net-
flix managed to enter new markets (film industry) and competed with Hollywood studios
(e.g., Warner Brothers, Paramount Pictures, Universal Pictures) [53] and also was nomi-
nated and won several awards.

Snihur and Zott [37] illustrate the Netflix business model in the end of 1990. Netflix
utilized novel technologies at that time, namely DVDs and the Internet, for delivering its
offerings, which were movies on DVD. As Snihur and Zott [37] describe, Netflix intro-
duced novel activities such as transactions through the website and mailing of DVDs, in
addition to internal technology optimization related activities. To enable this, they part-
nered with several actors such as movie studios and DVD producers but also with a ship-
ping company (U.S. Postal Services). Moreover, Netflix innovated the structure of the
business model, where customers performed order transactions online and received the
movies in their homes instead of picking them up at physical video stores [37] (p.556). For
a fixed monthly subscription, customers could rent unlimited movies [51].

A few years later, Netflix shifted the focus of the business to online streaming and
content production [54]. This innovation was characterized by changes in all three ele-
ments of the business model: content, governance, and structure. Netflix offers an exten-
sive, on-demand, ad-free library of content, through a rather simple and efficient subscrip-
tion model [52]. In terms of the business model content, Netflix’s activity system is com-
posed of a multitude of interrelated activities ranging from provision and delivery of
DVDs, to content acquisition; licensing, streaming, and production and commissioning of
own original content; various local language content productions [53]; activities related to
future video game offerings; and data analytics to understand and predict customer be-
havior in order to improve and provide personalized experience, marketing, and recom-
mendations [51,52]. The majority of activities is conducted internally but Netflix also col-
laborates closely and relies on several other actors. To name a few, Netflix collaborates
closely with content providers, producers, and creators. Moreover, as Fagerjord and
Kueng [52] explain, distribution of the content is dependent and enabled by content de-
livery networks (CDN) and technological infrastructures, e.g., Internet and Mobile service
providers. Amazon Web Services enable the international billing infrastructure, and Net-
flix has delegated data processing tasks to them [52]. Further, as they explain, all these
various actors who partake in the business model collect data from one another. Technol-
ogy enables almost all activities, delivery of services, and the data analytics, which is the
cornerstone of Netflix business model [52]. Other collaborators include smart TV compa-
nies, the gaming industry, and local partners for local language productions. Customers
use different technological devices to view the content. They have control of the selection
of the movies, when they want to watch them, and through which means. They watch
them in the convenience of their own home [53].

A brief analysis shows that Netflix creates value by drawing on four drivers of value
creation as presented by Zott and Amit [28] and Zott and Amit [5]. Similarly, some
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mechanisms activate several of the drivers. Netflix creates value for its users by providing
original unique content (novelty), which they cannot find in other platforms, at least not
with ease. The original content also serves as a lock-in mechanism. Netflix also provides a
user-friendly interface, with easy selection possibility, and so-called "binge watching" [52],
which refers to access to several episodes and/or entire seasons of TV series at one time
[52]. Moreover, it provides an uninterrupted possibility of content consumption regard-
less of the devices. All these factors serve as lock-in mechanisms. Efficiency is another ac-
tivated source of value creation. Netflix provides an efficient, inexpensive way to watch
movies [52], with convenient and straightforward pricing, and the possibility of offline
downloading [55]. Complementarities are another noticed value driver. Complementaries
are evident in the bundling of various content (enormous library), distribution channels
(desktop, tablet, mobile, apps, film festivals), and users, such as allowing several members
of the same household to have access to different content. The latter could also be per-
ceived as a lock-in mechanism.

The success of Netflix is attributed to the long-term innovative vision of the manage-
ment, who were able to see beyond the market needs [54,56]. Most importantly, however,
their success did not hinder Netflix to see beyond. Management of Netflix did not hesitate
to disrupt their own legacy business model, which was still successful. In an interview by
Jaworski [56], a former manager of Netflix states “If you're obsessed about upsetting your
legacy business, you're screwed to begin with” (p. 187). This potential to use digital tech-
nologies in a novel manner, the capacity for managing ambidexterity, and the continuous
start-up mindset [54] enabled Netflix to move from a retailer and enter another market
space, that of the film studios.

5. Discussion

In this paper we conceptualize and illustrate digital business model innovation as an
instance of systemic innovation [2] and digital innovation [3,5]. This paper brings together
these two strands under the notion of digital business model innovation. Whereas in Fich-
man et al. [3] this representation of digital business models is obvious in the definition
itself, in Midgley and Lindhult's [2] work, we see digital business models falling in at least
four of their categorizations of systemic innovation, namely technologically driven inno-
vation, transition to a sustainable society aiming for more desirable patterns of production
and consumption, collaboration between multiple and interdependent actors embedded
in an ecosystem, and thinking in terms of systems. The case used in this paper, although
used to illustrate the digital business model innovation, also sheds light on the systemic
features of the digital business model innovation of Netflix.

We argue that the digital business model innovation of Netflix was technologically
driven. In the end of the 1990s, Netflix used the technology at that time (DVD, Internet) in
an innovative manner which resulted in changes of the movie rental industry. The tech-
nology driven innovation also led to societal changes, resulting in the changing behavior
and norms of customers. Netflix reinvented the way movies are delivered and consumed.
The implication is that Netflix significantly influenced the needs and behavior of custom-
ers. Rather than buying and owning products, customers now have access to a large bun-
dle of content and instead consume content on demand. These changes can also be seen
in relation to other external actors. Netflix's business model innovation was enabled by a
collaboration between several actors. Each business model innovation leap introduced
new actors with distinct capabilities, such as, first, the U.S. Postal Service, and later, Am-
azon Web services, Internet and mobile providers, TV companies, and local partners,
among others. Digital technologies were a crucial actor in every innovation leap of the
Netflix activity system. The fifth categorization of Midgley and Lindhult [2], that is, think-
ing in terms of systems, is discussed in relation to the characteristics of digital technologies
which have given rise to these innovations.

In this study, the business model is conceptualized as a potential of using technolo-
gies to create value [36], not only for the individual company but also for other actors in
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the ecosystem. Features of digital technologies, respectively, the decoupling of the content
from the medium, was the main enabler of innovations in Netflix. The dematerialization
of information made these innovations possible; however, it was the ability of Netflix to
reap the potential of digitization which made them become a leader and disrupt an in-
cumbent sector. The success of Netflix is attributed to the long-term innovative vision of
the management and their ability to disrupt their existing and rather successful business
model. This was for instance highlighted in Jaworski [56]. In the case of Netflix, although
the sources we have drawn upon do not refer to systems thinking, we observe traces of
systems thinking into Netflix innovation efforts. In addition to the technology, Netflix
managed to fully align other factors and actors into its digitalization journey, which trans-
cended the boundaries of the organization and disrupted an established market. This fea-
ture of systemic innovation resonates with the cognitive research strand on business mod-
els (e.g., [22]); however, it moves beyond the managers' mental models in the innovation
process to the whole of the actors partaking in the innovation.

In line with Midgley and Lindhult [2] we see that the last category also influences all
other categories of systemic innovation. In the case of Netflix this is observed in the
changes of managerial mindset, customer behavior, competition, and collaboration, all
due to digital technologies and digitalization.

Further, as a result of digitalization, boundaries are transcended but also fluid [41]
and hence more complex. Digital innovation affects all elements of business models and
thereby adds levels and additional dimensions to the complex dynamic nature of business
models. With the Rich Picture we have captured and illustrated this complexity. This sys-
tems thinking technique has provided us a systems language to depict the activities, the
relationships, the offerings, and the co-creation of value, as well as the actors and their
shifting roles. The Rich Picture in this paper brings together business models and digital
innovation in an emerging overview within the larger business model context.

Nevertheless, what we present is generic and covers the main components of digital
innovation of business models. It is challenging and even impossible to cover all complex-
ity and multidimensionality of digital business model innovation as a real world phenom-
ena. Therefore, it is crucial to acknowledge unique features such as the organizational
context area and also the aim and the purpose of a project focusing on digital business
model innovation.

Further, it is important to have in mind that the case we have presented was estab-
lished in the breaking point of the digital era and represents a successful case of digital
business model innovation and ambidexterity. Traditional incumbent organizations from
different sectors (e.g., law, newspapers, car industry, healthcare) face additional complex-
ities in their digital business model innovation journey.

The systems thinking perspective, which has been voiced by several other authors
(e.g., [16-18]), has immense potential to address and tackle the complexity of digital busi-
ness model innovation. Furthermore, due to the dynamic multifaceted complexity, we see
the need for several systems methodologies to cover different dimensions of the complex-
ity and hence reaching a more holistic understanding of the phenomena.

6. Concluding Remarks

In this paper, through the review of previous literature, the use of Rich Picture, and
presentation of Netflix, we depict the emerging complexity from digital innovation. We
show that each digital innovation leap brings about changes in business models' constella-
tions, hence adding several levels and different dimensions to the complexity. Further, the
outcome of this study shows that the complexity is salient across several aspects, such as
offering, activities, relationships between the activities and actors, and their roles. In order
to explain, explore, and tackle the dynamic complex situation of the digital business model
innovation, a more comprehensive approach is needed. We therefore suggest a combined
and mixed systems thinking approach for addressing digital business model innovation
(e.g., [57,58]). Applying such an approach allows systems methodologies to be combined
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with methods with different strengths and focuses, hence gaining a more holistic under-
standing of digital business model innovation. In line with Midgley and Lindhult [2], we
advocate for the potential of a combined and mixed systems thinking approach. We strongly
encourage such an application in future research frontiers related to digital innovation.
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