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CONCEPTUAL FOUNDATIONS OF ADAPTIVE BUSINESS MODELS DEVELOPMENT
(SERVICE SECTORS CASE)

In the modern conditions the most important priorities for companies deal with the company'’s ability to adapt to
changing environmental conditions, change the way they do business and determine the optimal business model that is
effective in a dynamic environment and in the long term. The article is devoted to the issues of transformation of business
models as an iterative process aimed not only at studying the existing realities of the industry, but also at identifying
the main possible directions for its further development. Based on modern approaches to business models development
the steps in a sample business model review framework for the listed potentials are outlined. In the applied context, as
an important factor in the adaptability of business models, we note digitalization, which has fully come into its own
in a relatively short period of time. It completely changed the architecture of modern business models and required
fundamental changes from all market participants. We can conclude that the potential of functional use of websites by

enterprises by type of economic activity is not fully used.
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Problem statement. In modern conditions the most
important priorities for companies deal with the compa-
ny’s ability to adapt to changing environmental conditions,
change the way they do business and determine the optimal
business model that is effective in a dynamic environment
and in the long term.

In this regard, a comprehensive study and understand-
ing of both industry changes and trends, as well as pro-
cesses occurring within organizations is necessary in order
to ensure the adaptability of the business model.

Analysis of recent researches and publications. At a
conceptual level, the concept of a business model is closely
related to concepts of dynamics and evolution. According
to the approaches of Osterwalder [1] and Teece [2], com-
panies, even those that are successful in the market, risk
losing competitiveness if they do not adapt the business
model to the changing business landscape. The dynamic
view of the nature of the business model combines the
two considered points of view on the relationship between
the business model and strategy: the concept under study
is defined as a constantly evolving system that changes
under the influence of the market and strategy, and in turn
affects them [3]. Change in business models is considered
by many management theorists, using a number of differ-
ent terms: flexibility (Battistella et al., 2017) [4], evolution
(Cavalcante et al., 2011) [5], reconfiguration and redesign
of business models (Chesbrough, 2010) [6].

At the same time, the dynamism of the modern busi-
ness environment, in particular, competition [7], innova-
tions [8; 9], including digitalization [10; 11], requires the
development of scientific and methodological approaches

to business modeling within the sustainability [12; 13] and
adaptation [14] context.

Under these conditions, it is necessary to clearly under-
stand the existing business model and manage it evolution-
arily in order for the organization to be able to profit from
market opportunities. It is important that the elements of
the business model are integrated into the company's exist-
ing management systems, plans and reports.

The article is devoted to the issues of transformation
of service industries business models as an iterative pro-
cess aimed not only at studying the existing realities of the
industry, but also at identifying the main possible direc-
tions for its further development.

Main material. The business model is an important
part of the strategic management of a company. Effective
and breakthrough development strategies are made up
of intellectual capital, innovation solutions and effective
tools. Therefore, the adaptability of the business model
is the most important tool for developing a business and
determining the key elements of a development strategy.

Development of unique organization's business model
involves analyzing the company's interaction with the
external environment, optimizing the processes of convert-
ing resources into value for customers, as well as compre-
hensively taking into account the fundamental factors of
resource reproduction and profit from current or planned
activities.

Within the framework of adaptive management, busi-
ness models development is a periodic iterative process
within the organization, carried out in the form of strategic
sessions, during which a simplified business scheme is cre-
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ated and the factors that affect profit are analyzed in depth.
An important part of this work is building a new or mod-
ifying an existing business model that takes into account
the results of the analysis and embodies hypotheses that
maximize the long-term profitability of the business.

The close relationship between strategy and business
model determines the importance of the configuration
(reconfiguration) of the business model to achieve the
strategic goals of the company. Harvard Business Review
experts note that when the business mechanism is aligned
with the company's development strategy, the business
model can become a source of competitive advantage.

Business model adaptations fit within the context of a
more general theoretical apparatus. The study [8] provides
an overview of approaches of thought in the direction of
business models and identifies seven of them in the devel-
opment of the concept of business model adaptation:

1. Business model as a system of processes: a business
system consists of components, links between them and
dynamic development. The business model is considered
as the interaction between different elements of the busi-
ness mechanism that are in development. At the same time,
changes in the business model consist in the reconfigu-
ration of the firm's architecture and its relationships with
partners.

2. Business model as a single process: Based on the
theory of dynamic opportunities and resource-based
approach, this approach considers the business model as
a dynamic process of balancing revenue, costs, organiza-
tional architecture and customer value. The business model
is perceived as the basis for the functioning of the com-
pany, and its adaptation is explained by external changes.

3. Cognitive approach to the definition of a business
model: a business model can also be considered as the
logic of doing business. This theory defines the concept
through the concepts of managerial thinking and mana-
gerial behavior, while changes in the business model are
considered through the prism of changes in the behavior
of entrepreneurs.

4. A technology-driven approach links the business
model closely with innovation. This concept is considered
as a way to make a profit through the introduction of new
technologies.

5. Business model as a strategic choice: A business
model is defined as a way to achieve competitive advan-
tage within an organization's strategy. This approach draws
on game theory and the concept of competitive advantage
and considers business model configuration as a strategic
and long-term step, and adaptation as a tactical and short-
term decision.

6. Business model as a combination of strategic deci-
sions: the business model in the most comprehensive sense
is the answers to the questions “who sells?”, “what is
sold?”, “how is it sold?”, “who is sold to?”. The evolution
of a business model is viewed through the lens of various
evolving combinations of answers to these questions.

7. Dualistic approach: Based on the theory of organi-
zational symmetry, the dualistic approach defines a busi-
ness model as the coexistence of two forms of business
organization in one organization and the evolution of their
interaction over time.

Thus, various approaches and concepts of business
modeling correlate well with the resource concept of stra-

tegic management [12]. The business model is designed
to reflect a company's unique set of internal resources and
capabilities, and the specific ways in which they combine
to generate innovation and create a company's competi-
tive advantage. Internal resources and abilities become the
foundation for developing a long-term strategy. They help
the company create value for the consumer and survive in
a competitive environment. The long-term success in busi-
ness of many successful companies is due to their desire to
use unique resources, develop organizational capabilities,
which allows them to quickly adapt to changing environ-
mental conditions.

In study [14] it is noted that the introduction of an adap-
tation strategy in an enterprise is currently one of the key
factors in ensuring long-term sustainable development and
survival of a business entity in modern market conditions.
In this case, we can consider four main types of adaptation
strategies:

1. The strategy of active adaptation provides for the
introduction by the enterprise of changes in the environ-
ment of its functioning. Practical tools for implementing
an active adaptation strategy are reengineering, diversifi-
cation and restructuring.

2. Passive adaptation involves changing the behavior of
the socio-economic system for more efficient functioning
in the environment. It is implemented using the mecha-
nisms of modernization, restructuring, reengineering.

3. Preventive adaptation is a change in the function-
ing of an enterprise based on predictive assessments of
environmental changes and intuitive considerations of top
managers regarding promising areas of activity. Preven-
tive adaptation provides proactive measures and control,
creating conditions for the leadership of the enterprise in
the market. The tools for implementing the strategy of pre-
ventive adaptation are management based on development
impulses and management by weak signals.

4. Compensatory adaptation strategy is such forms
of adaptation to environmental conditions that occur due
to the mechanism of switching complementary modes of
functioning of the subject of adaptation. The tools of such
an adaptation strategy are restructuring, reorganization,
and modernization.

For each of these strategies, the adaptation of the busi-
ness model is characterized by a number of specific modi-
fications. In particular, study [7] highlights several factors
that can signal a change in the business model:

1) customer potential: the current business model is
holding back the potential of the customer base, i.e. there
is an opportunity to deliver new value to the customer,
thereby either offering new value to existing customers or
expanding the customer base.

2) technological potential: the current business model
does not use the possibilities of technological potential.
The adoption of technology can have a significant impact
on customer value or business profitability, including by
reducing transaction costs.

3) infrastructure capacity: the current business model
does not respond to changes in business infrastructure. The
business mechanism must respond to new external factors
and correspond to the configuration that is most beneficial
in terms of customer value and/or profitability.

4) economic potential: the current business model
does not allow to maximize the profit received by the
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company. Since the way a business is run determines
how a company generates profits, it is reasonable to
conclude that the business model may be holding back
the cash potential of the business and, if so, needs to be
reconfigured.

Table 1 outlines the main steps in a sample business
model review framework for the listed potentials.

The new or updated business model can represent a
detailed vision of the company adaptation, which is why it
is so important to link the implementation of the business
model with the implementation of the strategy.

In the applied context, as an important factor in the
adaptability of business models, we note digitalization,
which has fully come into its own in a relatively short
period of time. It completely changed the architecture
of modern business models and required fundamental
changes from all market participants.

Within the framework of the approach [10], to illus-
trate the impact of digitalization on business models, the
concepts of digital erosion and digital transformation are
considered.

Digital erosion should be understood as not always
noticeable, at first glance, but significant in its possible
consequences, the redistribution of the existing market,
which occurs due to the use of innovative, often inexpen-
sive, but, importantly, digital technologies of direct contact
that are attractive to the client (interception and retention
of the client).

By digital transformation we mean the process of
changing the business model of an enterprise where, in its
objective function, strategic and tactical business decisions
are made on the basis of interrelated data analytics «cli-
ent — product — production», and the responsiveness of the
model to the decisions made is achieved through optimal
virtualization of the main assets and informed employee
engagement.

Based on this, the goals of digital transformation within
this approach are:

1. Satisfy the interest of owners in an efficient and
transparent business, at least protected from losses caused
by «digital erosion», and at the most able to aggressively
develop with the help of deep analytics of the nature of
decisions made by the client.

2. Provide managers with information to make deci-
sions on the strategy and tactics of business development
in accordance with the changing texture (needs and com-
petitive threats) of the market.

3. Implement a digitalization business model that sup-
ports the demand (monetization) of the root portfolio of
products and services, effectively identifies new customer
needs and converts them in a timely manner into a com-
petitive (additional to the root) portfolio of products and
services or a partner ecosystem.

We will analyze the features of the digital transforma-
tion of the services sector of Ukraine on the basis of data of
State Statistics Service of Ukraine on the use of informa-
tion and communication technologies in enterprises.

Figure 1 summarizes information on the share of enter-
prises that used computers and the share of employees who
used computers in 2019.

Presented in Fig. 1 data show that the level of computer
use in the economy is relatively the same (approximately
90%), while the share of workers who use computers var-
ies greatly by type of economic activity.

In particular, in the field of information and telecommuni-
cations the share of employees who use computers is 78.6%,
in the field of professional, scientific and technical activities —
67.5%, in the field of computer repair services and commu-
nication equipment — 77.3%. In general, the presented data
show that models of digital services, in particular in the for-
mat of "product as a service", are not yet gaining significant
popularity due to the low level of digitalization of labor.

Figure 2 shows information on the share of enterprises
that had access to the Internet and the average number of
employees who used a computer with Internet access, by
type of economic activity, in 2019.

Table 1 — Stages of adaptive business model development

State

Content

Identification of customer
needs and forecast changes
in their behavior

Building a Customer Journey key customer based on an analysis of global and local behavioral trends
allows you to determine the role of the company at each stage of the value chain and predict the
next steps: What value are you creating today? In what directions should be developed to create a
comprehensive product / service? How to get into a long-term relationship with your customers and
stay relevant?

Analysis of best practice

Identification of critical areas of development and promising business models of both world leaders
and companies that are developing rapidly in the market, sources of financial efficiency. Our focus is
on both your industry and related, whose players form innovative and comprehensive value proposals
for the client.

Modification of the
business core

The business core is system-forming products / services that provide uniqueness, generate a significant
part of profits, which act as drivers to expand the range and increase the customer base. Core diagnostics
allows us to determine the optimal configuration of the business model to achieve growth targets and
margins.

Business process and
structure modeling

The business process model should focus on the value you create for your customers, it is the link
between the vision and the ability to achieve it. Having a clear approach that links processes to strategy
will increase the company's ability to succeed.

Processes need to be flexible so that they can adapt quickly to changing circumstances, seize business
opportunities, and reduce key risks.

Financial modeling

Financial diagnostics and providing the recommendations on financial and investment model, reporting
forms and indicators, which allows you to make informed decisions when creating a business model.

Implementation to achieve
results

Designing implementation plans and preparing the team, launching critical initiatives, building
teamwork and implementing implementation using effective tools that increase team engagement.
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Figure 1 — Information on the share of enterprises that used computers and the share of employees

who used computers in 2019, %

Source: author's generalization according to the data of State Statistics Committee of Ukraine
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Figure 2 — Number of enterprises that had access to the Internet and the average number of employees

who used a computer with Internet access, by type of economic activity, % in 2019

Source: author'’s generalization according to the data of State Statistics Committee of Ukraine
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Source: author's generalization according to the data of State Statistics Committee of Ukraine

Figure 2 shows that the service sector lags behind
industry and related sectors in terms of Internet access
(89.9% in industry) and the number of employees who
used a computer with Internet access (89.5% in industry),
except for the information and telecommunications sector,
where the corresponding figures are 89.2%.

Figure 3 shows information on the share of enterprises
that had a website, broken down by type of economic
activity.

From Figure 3 we see that service enterprises are gen-
erally ahead of industry and related industries in terms
of representation on the Internet. The maximum share of
companies that have a website is in the information and
telecommunications sector (57.1% in 2019). At the same
time, the share of enterprises with their own website is
minimal in the field of services — transport, warehousing,
postal and courier activities — 22.1% in 2019 and activities
in the field of administrative and support services — 22.9%
in 2019, which is lower than in industry (43.2% in 2019).

In Figure 4 information about the functional use of web-
sites by enterprises by type of economic activity is shown.

Based on Figure 4 we can conclude that the potential
of functional use of websites by enterprises by type of
economic activity is not fully used. At the same time, this
fact can be considered as prospects for the development of
business models.

It should be noted that presented in Figures 1-4 sta-
tistics related to the pre-pandemic period and the growing

importance of long-distance communications for business,
but in certain trends we can find reasons for a significant
decline in economic activity in services in 2020 — early
2021, as a significant proportion of enterprises was "iso-
lated" from customers and partners.

This case demonstrates that business models are not
adapted to the digital economy that underpins Industry 4.0.

Conclusions. In today's economy and the multiplicity
of channels for delivering value to consumers, there is no
one-size-fits-all business model that everyone should strive
for. In the field of business model building, there is always
room for innovation both in creating value for consumers
and in the way that value is delivered.

The business model allows you to systematize the
resources that bring profit to the organization, and move
from individual elements to an interconnected, systema-
tized and managed reflection of the processes of obtain-
ing profit from existing or future market opportunities.
An adaptive approach to building business models allows
companies to make a qualitative leap from the perception
of a business as a set of assets to an interconnected vis-
ualization of the relationships between them and value
transfer streams. This approach allows you to move to
business models that contain information about managed
business objects and their interactions, which, together,
create value for the consumer and generate value for share-
holders. Dynamic business modeling allows entrepreneurs
and managers to find truly innovative solutions in ways to
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extract economic profits and allows you to generate new  account industry specifics and key value creation factors.
concepts for exploiting market opportunities. This makes it possible to proactively identify opportuni-

For further researches, it is necessary to develop spe-  ties, problems and negative trends in business and adapt
cific business model performance indicators, taking into  their activities and strategies as necessary.
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KOHIEINTYAJBbHI OCHOBM NOBYJIOBU AJJAITUBHUX BI3BHEC-MO/JIEJIEA
(KEMC CEPBICHHUX IHY CTPIN)

YV cyuacnux ymosax natieasxciusiviumu npiopumemamu 0158 KOMRAHIN € 30aMHICIb A0ANNTY8amMuUcs 00 MIHIUBUX YMOS
308HIUHBO20 cepedosuULyd, 3MIHIOBAMU CNOCIO 8edeHHs Oi3HeCy ma U3HAYAmMY ONMUMALbHY Oi3Hec-Mooenb, eqheKmugHy
6 OUHAMIYHOMY Cepedosuyi ma 8 00820CMPOKOBIL Nepcnekmusi. Y 36 53Ky 3 yum HeoOXiOHUM € 6cebiune 8UBUEeHH Ma
PO3YMIHHS 2aJ1y3e8UX 3MiH [ MEeHOEHYIT, a MAKoJiC NPoYecis, ujo 8I06Y8alomMbCsi 6cepeOuri opeanizayii, uwjod 3abezneuumu
aoanmuericmy Oiznec-mooeini. 3a yux ymoe HeoOXiOHO YimKo po3yMimu ICHYIOWY Oi3HeC-Mo0eb I eBONIOYIIHO YRPAGIAmuU
Helo, Wob opeanizayis Mo2na Ompumyeamu npubymox 6i0 puHKo8Uux modcaueocmeti. Basciuso, wob eremenmu 6isnec-
MoOeni Oynu IHmMe2po8aHti 8 iCHYUI @ KOMNAHIL cucmemu Ynpasininms, nianu ma 3eimu. Cmamms npucésyena NUManHam
mparcgopmayii OizHec-molenell AK imepayitinoco npoyecy, CHpPAMOBAHO20 He Juule HA BUSBUEHHS ICHYIOYUX peanil
eanysi, a U HA BUBHAYUEHHA OCHOBHUX MONCIUBUX HANPAMKIE i nOOANbul020 po3eumky. bisHec-moodens € 8axicaugorn
YACMUHOI0 cmpame2iuno2o Ynpaeninus komnawiero. Egexmueni ma npopueni cmpameii po3eumky ckaadaomscs 3
IHMeNeKMyaIbHO20 KAnimay, IHHOBAYIUHUX piuleHb ma epeKmueHux iHcmpymenmis. Aoanmuenicmo OizHec-Mooeli €
HAtANCIUBIUUM THCIPYMEHMOM PO36UMKY DIZHeCy ma U3HAYEHHs KIIOU08UX eleMeHmie cmpamezii po3sumky. TicHuil
83a€M038'30K cmpamezii ma 0i3Hec-mo0eni 8uU3HAUAE BaAXCIUBICMb KOHpieypayii (pekongiecypayii) 6isHec-moodeni dis
docsaeHeHHA cmpameziuHux yinetl komnawii. Ha ocHogi cyuachux nioxodie 0o po3podxu 0Oi3Hec-mooleneli OKpecieHo
emanu 3MiHU Oi3Hec-MoOeni 0 Nepepaxosanux nomenyianie. Y NpuxiaoHomMy KOHMEKCMi 8 SKOCMI BadNCIUB020
axmopy adanmuenocmi 6izHec-mooenell SI03HAYCHO YUPPosizayito, KA HAOYIA CYMMEBO2O 3HAYEHHSL 30 8IOHOCHO
Kopomkuil nepiood uacy. Lle noenicmio 3sMIHUIO apXimekmypy cyuacHux 6izHec-mooenell [ GUMazac KapOUHAbHUX 3MIH
60 ycix yuacnukie punky. Ilpoananizoeano ocobnusocmi yughposoi mpancopmayii cpepu nocnye Yxpainu na ocrnosi
Oanux [lepoicasnoi cayocou cmamucmuku Ykpainu ujo00 6UKOpUCmanus iHghopmayittHo-KOMYHIKAYIIHUX MeXHOI02IU Ha
nionpuemcmeax. 3pobneno 6UCHOBOK, WO NOMEHYIan GYHKYIOHANbHO20 BUKOPUCTIANHA Yudposizayii nionpuemcmeamu
3a 8UOAMU eKOHOMIUHOI OisIbHOCMI UKOPUCMOBYEMbCSL He NosHicmio. Boonouac yeii ¢hakm mooicna posensioamu sx
nepcnekmugy po3eumxy 0iznec-mooenel.

Knrwouosi cnosa: oiznec-wooens, yudposizayis, adanmayis, cmpamezisi.




