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Abstract

The purpose of this paper is to assess the impact of grants received by companies on the forma-
tion of a business model. The study covered micro, small and medium-sized enterprises based
in rural areas, which received support in the form of investment grants within the Regional
Operational Programmes 2007-2013 for northern Poland. The research was done using a direct
survey method, and covered a total of 155 companies. The results of the study indicate that
the grant obtained affected implicitly the modification of the business model elements that are
placed on the left side of the template of the Business Model Canvas. However, the tendency of
enterprises to undertake an innovative activity usually means changes in their business model
both on the left and right side. The greatest strength of the dependence was observed in the case
of relationship between the size of the company and changes in the model elements. Medium-
sized enterprises were the most active in this respect, when compared to comparison to micro
and small businesses, and changed the largest number of elements of the business model due to

the obtained grant.
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1. INTRODUCION

In recent years a business model “Canvas” by Osterwalder and Pigneur has become a popu-
lar tool used both in practice and in numerous papers (e.g., Toro-Jarrin, Ponce- Jaramillor &
Guemes-Castorena, 2016, Dijkman, Sprenkels, Peeters & Janssen, 2015, Wirtz, Pistoia, Ullrich
& Gottel, 2015, Obst, 2015, Zolnowski & Bohmann, 2014, Da Silva & Trkam, 2014, Hauksson,
2013, Muegge, 2012). In the databases an extensive scientific literature could also be found. It
concerned the effects of support policies of micro, small and medium-sized enterprises with
the use of instruments of a financial nature - for example, in the form of investment subsidies
(e.g., Blackburn & Karvis, 2010, Acs & Kallas, 2008, Wren, 2005, Ramsden & Bennett, 2005,
Devins, 1999). However, there are no articles diagnosing (evaluating) the impact of the support
in the form of investment subsidies reshaping business models in beneficiary enterprises. The
following article is thus an attempt to fill up the resulting gap in the subject literature and busi-
ness practice. Therefore, the research objective of the study is to assess the impact of grants on
the formation of the business model. The study is limited to show the relationships between the
components of the business model and the received support, limited to the sector of micro, small
and medium-sized enterprises. This limitation is due to the fact that such entities are the main

recipients of public aid within the framework of the EU funds. The results discover relationship
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between support and changes in business models. Instead of focusing only on the diagnosis of
typical support effects like profit growth, income, employment, etc., they show the subsidies
impact on changes in the business philosophy of the beneficiaries. Political decision makers,
responsible for policy of supporting SMEs, need to be aware of how this financial assistance
shapes business models in supported enterprises. Changes in the individual components of the
business model, prejudge the long-term assistance effects. So, the results of the study constitute

the guidelines helpful for making detailed decisions concerning the policy of SMEs support.

2. THEORETICAL BACKGROUND

The concept of the business model is accompanied by numerous controversies regarding its
clarification. Magretta noted that the term of ‘business model’ is one of the most ‘messy’ con-
cepts used in business (Magretta, 2002). Another debatable issue is the capability to develop
such a definition that would satisfy both the scientific environment and business practitioners.
As noted by Bis, ‘in the subject literature, there is no single generally accepted definition of the
business model since researchers dealing with the issue freely select various building blocks and
develop multiple classifications’ (Bis, 2013). Some of them argue that the development strategy is
part of the business model, while others point to competitive strategy (e.g., Slowotzky, Morrison
& Andelman, 2000), and yet, another group of researchers believes that strategy should not be
incorporated in the business model at all (e.g., Magretta 2002, Banaszyk, 2004). While analysing
numerous definitions of a business model, one can infer that the core of the business model is
value, in particular, the value for the customer and the company (e.g., Baden-Fuller & Haefliger,
2013, Achtenhagen, Melin & Naldi, 2013, Velu & Stiles, 2013, Amit & Zott, 2010, Casadesus-
Masanell & Ricart, 2010, Linder & Cantrell, 2000, Maxwell & Rankin, 2007). Creating customer
value and capturing value for the enterprise is at the heart of ‘a business model’. However, there
is no consensus on the number and types of elements forming a business model (Timmers, 1998,
Mahadevan, 2000, Stewart & Zhao, 2000, Afuah & Tucci, 2001, Osterwalder & Pigneur, 2010).
It appears that the cause of the controversy is the excessive desire to include all matters relating
to the functioning of the company in this concept. Due to the adoption in the research part of
the business model of the constituents based on a popular Business Model Canvas created by
Osterwalder and Pigneur (2010), for the purposes of this study, the definition given by both
authors referring precisely to this model was taken. The definition has the following wording:
‘business model is a description of the premises behind the manner in which the organization
creates values and benefits from the generated value’. This definition emphasizes its two major

functions, i.e., creating value and capturing value.

Another theoretical problem with serious practical implications is to define and establish the
relationships between specific constituents of the business model. Most frequently one can dis-
tinguish from a few to a dozen elements of the business model, taking into account different
criteria and the logic behind the grouping of the elements. The study used the ‘Canvas’ model
proposed by the above-mentioned Osterwalder and Pigneur (Osterwalder & Pigneur, 2010).
Within their model, they distinguish the following nine building blocks of the business model:
customer segments, value propositions, channels, customer relationships, revenue streams, key

resources, key activities, key partners, and cost structure.
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The placement of individual elements in the model is not accidental. The right section is focused
on the customer and, according to Osterwalder and Pigneur (2010), is based primarily on emo-

tions. This part of the model includes:

° customer segments (selected groups of consumers, businesses or other organizations, on

which the company focuses its activities in the range of offering and delivering value);

° customer relationships (usually understood as all of the company’s activities aimed at

acquiring new customers and retaining them);

* channel (the way enterprises communicate with and reach their customer segments to deliver

a value proposition);

° revenue streams (money generated by a company from each customer segment).

Customer
segments

Customer
relationships

Value

proposition

Channels
resources

Revenue
streams

Fig. 1 - Osterwalder and Pignenr’s business model Canvas template. Source: developed by the anthors based on
Osterwalder and Pigneur (2010).

A value proposition lies in the centre of the model, which is a bundle of products or services of
value for a particular client. This proposal is the reason for which the customer selects the of-
fer of a specific company and values it more than a competitive offer. It satisfies the customer’s
needs and solves a customer problem. Each individual value proposition consists of a bundle of
products and/or services and their function is to meet the requirements of a specific customer
segment. The value proposition may be diverse in nature. On the one hand, it may be innovative
and represent an entirely new deal ‘disrupting’ the old order. On the other hand, it may only dif-
fer slightly from the existing market offer by, for instance, adding to the product or service new
features and attributes (Osterwalder & Pigneur, 2010).

The left part of the model contains the elements related to the company of existence of which the
customer does not even need to be aware of. The present paper describes it as logical part of the

model, in contrast to the right one based on emotions. This part of the model includes:
* key partners (the network of suppliers and partners who make enterprise operating);

* key resources (the most important assets necessary for the proper functioning of the business
model);
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* key activities (the most important things that a company must perform with a perspective for

creating and delivering value);
° cost structure (all costs generated by a business model).

The model used in the study, on the one hand, clearly highlights the role of the customer. On
the other hand, however, it also exposes elements associated with the supply side of the company
(key resources, activities, partners). This approach is more applicable to companies in which
the elements play a significant role in business models — that means to mature entities. It often
happens that companies that have been operating in the market for a short time do not possess

developed resources, activities or stabilized relations with their partners.

3. RESEARCH OBJECTIVES AND METHODOLOGY

The study covered micro, small and medium-sized enterprises based in rural areas, which re-
ceived support in the form of investment grants within the Regional Operational Programme
2007-2013 for northern Poland (warmidsko-mazurski, kujawsko-pomorski, pomorski and za-
chodniopomorski regions). Altogether 155 enterprises were surveyed. These companies received
subsidies between 2008 and 2011 (76% of the whole population). Studies were carried out in
2014 with the use of a direct survey method (only business owners and competent managers of
these entities were surveyed). Small and medium-sized enterprises (SMEs) are defined in the EU
recommendation 2003/361. The main factors determining whether a company is a SME are the
number of employees and either turnover or balance sheet total. Small businesses have a number
of specific market, financial, location, organizational and technological characteristics that de-
fine their operational and strategic behaviours, separate from large entities. This separateness is
due to other, weaker market position in relation to large enterprises, their greater vulnerability
to changes in the environment, the need for more rapid adaptation to changing external condi-
tions, or to other objectives structure and motives of an activity which reflects the personal
characteristics of the company’s ownetr/manager. Limitations in the operation of small and me-
dium-sized enterprises define the role of the state, which should promote actively the conditions
for the functioning of the SMEs sector. One of simpler typologies of support instruments is the
division into financial and non-financial ones. Investment grants represent a financial support
instrument which, due to their non-refundable character, is a particularly desirable type of help
sought by entrepreneurs representing small business. Therefore, further research part of the

study is limited only to this kind of support.

The research objective of the study is to assess the impact of grants received by companies on
the formation of the business model. The area of implementation of the assumed objectives has

been delineated by the following research hypotheses:

1. The implementation of innovative undertakings facilitated profound modifications in the

business model,

2. There is a positive relationship between the investment outlay and the resultant size of the

grant and changes occurring within the business model,




3. There is dependence between the size of the company and changes in the Tlogic’ part of the
model. The larger the company, the greater the scale of changes in the left part of the model

resulting from the investment made.

The data were compiled with the use of a statistical program STATISTICA. The following sta-
tistical procedures were applied to describe them: the analyses based on standard parameters and

dependence test of selected variables (independence test, contingency coefficient C).

4. RESULTS AND DISCUSSION

The research was conducted in mid-2014 using a direct survey method, and covered a total of
155 companies from northern Polish, i.e., from the warminsko-mazurskie, kujawsko-pomorskie,
pomorskie and zachodniopomorskie provinces (out of 204 entities from rural areas which had
received grants). Taking into account the fact that the research focused on rural areas (accord-
ing to the Organisation for Economic Co-operation and Development (OECD), predominately
rural areas are ones in which more than 50% of the population lives in rural communes. Rural
communes are the communes with a population density below 150 inhabitants/km2), the domi-
nant group were entities from the warminisko-mazurskie province that is characterised by a low
number of municipalities. In the case of the pomorskie and the zachodniopomorskie provinces,
a large group were headquartered in close proximity to the Tri-City and the City of Szczecin

agglomerations.

The researched companies were grouped according to the following scheme: respondents could
choose more than one factor that constituted a single building block of the model. For instance,
within ‘key resources’, a total of the following four elements could be indicated: physical, intel-
lectual, human, and financial. Therefore, values greater than nine could be obtained (Osterwal-
der and Pigneur’s business model template is composed precisely of that number of elements).
The obtained results allowed grouping the companies into those that implemented up to two
changes both on the left and right sides, from three to five and from six to eight. After taking
into account the ninth model element, i.e., value propositions, companies were grouped into
those that implemented up to four changes in the business model modified by them, from five to
eight and from nine to twelve changes. Moreover, companies were grouped according to criteria
such as the investment outlay (a small amount up to 125 thousand €, the average amount ranging
from 125 thousand up to 250 thousand €, a large amount from 250 thousand up to 750 thousand
€, and a very large amount in excess of 750 thousand €) and the number of modifications in the
business model. Also, the dependence between the size of the change in business model and the
innovativeness of implemented projects and the size of the company was examined. As regards

the generic arrangement, fixed assets were purchased in almost 70% of investments made.
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Tab. 1 - The basic numerical characteristics of selected indicators. Soutrce: own

Indicator
Numerical
.. . . Investment outlay
characteristics Logic Emotion Total i
[in thousands of €]
max 8 4 12 1177.353
min 1 0 1 7.919
modal 4 0 -
median 4 2 7 127.438
first quartile 4 0 67.591
third quartile 6 3 10 264.336
average - - - 184.044
variation
. 25.0% 75.0% 28.6* 93.7%*
coefficient [%]

* relative to quarterly deviation; ** relative to standard deviation

A detailed list of the surveyed companies by type and nature of the performed project, company size,

investment outlay and by the frequency of changes in the business model are shown in Table 2.

Tab. 2 — The selected elements characterizing the surveyed companies and changes in the ele-

ments of the business model. Source: own

Frequency

Specification

Number %
Innovative project
yes 61 39.35
no 94 60.65
The ‘logic’ part of the model
low 6 3.87
average 109 70.32
high 40 25.81
The ‘emotion’ part of the model
low 136 87.74
average 19 12.26
high 0 0.00
Total number of changes in the model
low 11 7.10
average 104 67.10
high 40 25.81
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The investment ontlay

small 36 23.23
average 60 38.71
large 25 16.13
very large 34 21.94
Size

micro 44 28.39
small 64 41.29
average 47 30.32

The obtained results of the study indicate that the investment made and the grant received on
its implementation affected significantly the hitherto business model followed by companies, in
particular within the area related to its left logic’ part comprising key partners, key activities,
key resources, and key costs. In all surveyed companies, at least one of the above-mentioned
elements was altered. The nature of grants related mainly to the purchase of modern produc-
tion lines, innovative and efficient machinery and equipment, or to other investments in mod-
ernizing production processes compels significant changes in the model being implemented,
especially in its left part. Three companies (the record holders) have indicated up to eight factors
that have been changed on the left side of the model (the surveyed enterprises were allowed to
indicate more than one factor included in a single model constituent, and hence values greater
than four were obtained). Interestingly, in the case of two investments, the investment outlay
did not exceed 250 thousand €. Thus, even a relatively small amount can have a significant effect
on changes in the business model followed by the company. In case of the third company, the
investment value was in excess of one million €. As a result of the grant obtained, slightly more
than 25.0% of the companies changed from six to eight elements that make up the left side of
the model (Table 3). This result should be evaluated very positively. A significant fact is that this
group comprised both companies that received relatively small grants and companies in which
the grant amount exceeded half a million €. The amount of investment slightly affected changes

in the use of the model elements, at least on its left side.

Tab. 3 - The impact of the investment outlay on changes in individual elements of the business

model. Source: own

I Frequency of changes in the Frequency of changes in the
nvlestn;ent ‘logic’ elements of the model ‘emotion’ elements of the model
outla
utlay (€) <0-2> <3-5> <6-8*> <0-2> <3-5> <6-8>
Up to 125
5 18 2 20 5 0
thousand
From 125 to 250
0 27 7 32 2 0
thousand
F 250 to 750
rom 220 to 0 40 20 53 7 0
thousand
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Above 750

1 24 11 31 5 0
thousand
Total 6 109 40 136 19 0

Only six out of the 155 companies surveyed were in the group where up to two elements making
up the left side of the model were changed (Table 3). This group included four micro compa-
nies and one small and one medium-sized entities, and the projects implemented by them were
mainly non-innovative by nature (Table 4). The amount of the obtained financial support for
these companies was at a low level (with one exception). By far, the largest group of companies
were the ones that, as a result of the investment made, changed from three to five elements that
make up the left side of the model (109 companies). The diversity of the companies in this group
was significant, both in terms of the innovativeness of the projects implemented, the company

size, and in terms of the amount of the grant received.

Interesting results can be observed while analysing the relationship between the number of the
elements on the left side of the model and the innovativeness of the projects implemented (Table

4).

Tab. 4 - The impact of the nature of the implemented project on the magnitude of changes in

individual elements of the model. Source: own

Frequency of changes in the

re of thi Frequency of changes in the )
Nature of the Number of q ’ . ‘emotion’ elements of the
implemented : ‘logic’ elements of the model
. companies model
project

<0-2> L5 <6-8> <0-2> Lo <6-8>
Innovative 61 2 41 18 53 8 0

Non-innova-

94 4 68 22 83 11 0

tive

Among the 155 companies surveyed, over 39.0% made investment that was innovative by na-
ture. Innovations should be understood as new products or production technologies applied for
the first time in the company. In the group of companies that, as a result of the grant obtained,
changed from six to eight elements that made up the left side of the model, 45.0% of the imple-
mented projects were innovative. This means that a slightly bigger number of companies that
changed the greatest number of model elements that make up the left side implemented non-in-
novative undertakings (55%). Similar results were observed in the group of companies that had
changed from three to five elements composing the logic’ part of the model. Only in the group
of companies that minimally changed the left side of the model, a slightly larger number of
non-innovative investments was observed. The surveyed persons very clearly indicated the risk
associated with the unsuccessful implementation of innovation, which mostly means that the
value intercepted by the company is inadequate in relation to investment outlays made. Nowa-
days, the costs of creating, developing, and then shipping novel or modified products have risen
tremendously. A far cheaper solution seems to be a modification of the business model followed

by the company, which does not necessarily entail taking an innovative action. A business model

] 75



itself becomes a new kind of innovation that complements a product, process, or organizational
innovations in this aspect. As H. Chesbrough states, ‘a better business model often will beat a
better idea or technology’ (Chesbrough, 2007). On the one hand, it is responsible for freeing the
potential value embedded in new technologies and for converting it into market outcomes. How-

ever, on the other hand, as mentioned above, it can be a very profitable innovation in itself.

The results of the research show that 34.0% of medium-sized companies changed from six to
eight elements forming the ‘logic’ part of the business model (Table 5), 26.6% of small entities,
and only 16.0% of micro-enterprises. Most frequently, these wete micro, small and medium-
sized entities that changed from three to five elements that make up the left side of the model.
Micro-enterprises were the least active in terms of frequency of changes within the ‘logic” model

elements.

Tab. 5 - The impact of the company size on the frequency of changes in individual elements of

the model. Source: own

Frequency of changes in the Frequency of changes in the
Company | Number of | ‘ogic’ elements of the model | ‘emotion’ elements of the model

size companies
<0-2> <3-5> <6-8> <0-2> <35> <6-8>
Micro 44 4 33 7 36
Small 64 1 46 17 57
Medium- 47 1 30 16 43 4
sized

The study analysed the impact of the grant obtained not only considering a division into the
TJogic’ and ‘emotion’ parts of the model, but also its impact on each element. The results achieved

are shown in Table 6.

Tab. 6 - The impact of investment grants on selected elements of the Business Model Canvas.

Source: own

Respondents

Business model elements
Frequency %

Key partners — the impact of support on the level of cooperation

Investors (capital providers) 9 5.8
Suppliers 30 19.4
Other cooperating companies 26 16.8

Key activities - the impact on technology, production methods, service delivery process, solving problems

Specific problems 31 20.0
Supply chain 22 14.2
Production 102 65.8
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Key resources — improvement of resources

Physical resources 147 94.8
Financial resources 141 91.0
Human resources 151 97.4
Intellectual resources 12 7.7

Cost structure — reduction

Fixed costs 25 16.1
Variable costs 18 11.6
Customer relationships — implemented or strengthened type of relationship

Personal relationships 9 5.8
Product co-developer 27 17.4
Automation of relationships 5 3.2
Self-service 8 5.2
Channels — creation, modification

Own channels 22 14.2
Channels shared with partners 19 12.3

Customer segments — creation, modification

Diversification of activities

Customer segmentation 5 3.2
Diversification 45 29.0
Revenue streams — change in methods of acquiring revenue

Fees for use (subscriber fees) 0 0.0
Granting licences 3 1.9
Intermediary commission 0 0.0

Valne proposition — changes in value proposition for customers

Qualitative elements 91 58.7

Quantitative elements 101 65.2

The most extreme element of the left side of the model, i.e., key partners, changed only slightly
as a result of the grant obtained. One in five surveyed companies pointed to suppliers as the type
of partnership which had undergone some modifications. The buyer-supplier relationships to
assure reliable supplies were indicated by the surveyed companies as the most important aspect
in this element. Nearly 17.0% of respondents indicated a strategic alliance between non-com-
petitors and co-opetition: strategic partnerships between competitors as a model element not
impacted by the obtained grant. The obtained financial assistance affected least relationship-

building with key the partners understood as investors, or capital providers (Table 6).

Another element of the left side of the model is key activities, i.e., those that from the point of
view of the business model are the most significant. Assuming that the central aspect of every
business model is value, particularly aspects of the value proposition offered to the customer,

the key activities should be those that are essential to the creation and presentation of customer
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value. These activities differ from the business type (the specificity of a particular business
model). For manufacturing companies, these are often activities related to design, manufacture,
handling of the product, etc. For service companies, these may be activities related to solv-
ing common or individualized customer problems, and for traders, the activity associated with
matching partners. The company is primarily responsible for creating value through key activi-
ties. However, the market is increasingly characterized by the so-called ‘phenomenon of co-cre-
ating value’. As noted by Prahalad and Ramaswama (2003), the future of competition is related to
a completely different approach to creating value. This approach increasingly emphasizes those
key activities that co-create value for the company and customers. The Internet becomes a use-
ful tool in that respect (e.g., matching colours or specific components by customers). The whole
idea of the so-called open source software is based on the concept of co-creation of value by
customers (in this case by users) by means of performing key activities. The grants obtained had
no effect on this type of behaviour (none of the respondents had noticed this effect). The most
significant impact was observed in the area of production methods used and related changes in
production technologies (65.8% of responses, see Table 6). However, this support had a relatively
little impact on changes in supply chain management as well as on changes in the process of pro-
viding services (introducing new methods of solving specific customer problems). This may be
due to the fact that in the study, manufacturing companies prevailed and implemented projects

practically meant investments intended to modernize production facilities.

The key resources constituted a building block of the left side of the business model which, due
to the gained support, was subject to the most frequent modifications. It should be emphasized
that creating value for the customer is possible only when the company has a set of capacities
necessary for its creation. This set of capabilities is referred to differently and is composed of
multiple components (in the subject literature, one can come across such terms such as key suc-
cess factors, tangibles and intangibles, assets and skills, or resources which consist of everything
that the organization knows and possesses). In this study, a set of capacities used to produce
value for the customer was presented as follows: competences as a representative of intangible
assets and resources as components of tangible assets. What the organization possesses are re-
sources (physical and financial) and what “it” knows are skills and competencies (human and
intellectual resources). Therefore, resources include manufacturing machinery and equipment,

infrastructure and means of transport.

Managerial competences, in turn, comprise three major groups based on knowledge about cus-
tomers (tastes, trends in changes concerning preferences, the size of the customer and non-cus-
tomer populations), improved skills, environment (information about competitors, legal regu-
lations, etc.), and about manufactured products (product range, manufacturing technologies,
know-how, brands, patents, databases). The results obtained indicate that apart from intellectual
resources more than 90.0% of the companies saw a favourable change in the area of the pos-
sessed financial, human, and physical resources. This condition indicates a positive impact of
the grant obtained on this element of the model. What is important is that as much as 88.0%
of the researched companies changed at least three elements that make up the company’s key

resources (Table 0).
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The last element of the left side of the model is connected with the cost structure and it describes
all costs generated by a particular business model. Such activities as creating and delivering
value, building and maintaining relationships with customers, or generating revenue contribute
to their incurrence. The study distinguishes between fixed costs and variable costs. The respond-
ents were asked to indicate whether the grant obtained could contribute to the reduction of their
functioning costs. The results of the research show that there were very few of such companies.
Nearly 12.0% of the entities examined in the study pointed to the reduction of their variable
costs and 16.0% to the reduction of fixed costs. This result should not be surprising since the
projects implemented by the companies related primarily to the purchase of machinery and
equipment, or to investments made in modernizing production processes, and, therefore, they
rarely contributed to reductions in costs. It is interesting that 40.0% of all entities that indicated

a change in this model element, reduced both variable and fixed costs.

In contrast to the left side, the right side of the model comprising the customer relationships,
customer segments, channels, and revenue streams elements changed under the influence of the
obtained grants, however, to a much lesser extent. Out of the companies surveyed, only 33.0%
modified one or two elements of this side of the model. This group consisted of companies that
were very diverse both in terms of the implemented project type, grant amount and the com-
pany size. More than 55.0% of entities changed no single element of the right side of the model,
whereas in the case of the left side, each of the examined companies changed at least one element
(Table 3). The main cause of this phenomenon lies in the fact that the dominant group of the
researched companies were manufacturing ones and, consequently, they were applying for grants
for projects related mainly to the purchase of modern production lines, innovative and efficient
machinery and equipment. The nature of the financial aid granted caused, therefore, a much
greater tendency of the surveyed companies to change the left side of the model where the main
emphasis is laid on the elements associated with those activities of the company the customer
does not even need to be aware of. Out of the 155 researched companies, merely 12.0% changed
from three up to five elements that form the right side of the model (the surveyed companies
could indicate more than one factor being a single constituent of one model element and hence it
was possible to achieve values greater than four, there were no such cases noted). They were also
characterized by a strong commitment to change these model elements which were on the left
side (of the seven most active companies which substantially modified the ‘emotion’ part of the
model, two changed more than five elements on the left side, and five companies from three to
five). Therefore, we can risk a statement that in the case of seven companies, the received grant
affected practically every aspect of a change in the business model used, or initiated building a
completely new model, in addition to the existing one. In four cases, the implemented project
was innovative in nature and the investment value was less than 250 thousand € in only one

case.

The size of the company has little effect on the frequency of changes within the ‘emotion’ ele-
ments of the model. The smallest entities were the most active in this respect where in the group
of the 44 surveyed micro-companies, 18.2% changed from 3 to 5 elements of the right side of
the model. For the remaining two groups of companies, this result was at a level of around 10%

(Table 5). Very similar results were obtained for the implemented project type. Innovative in-




vestments meant only marginally greater involvement of companies in modifying the right hand
side of the business model (13% of companies that implemented innovative projects changed
from 3 to 5 of such items - see Table 4). The importance of the investment outlay in case of the
modification of elements, such as customer relationships, customer segments, channels, and
revenue streams, were also of little significance. The most important modifications of the right
side of the model concerned projects with the smallest investment outlay (20% of the companies
in which from 3 to 5 elements were modified allocated less than 125 thousand € for investments
- see Table 3). Companies that implemented investments amounting exceeding 750 thousand
€ came only second. In this group, almost 14% altered from 3 to 5 ‘emotion’ elements of the
model. Changes in the business model on its right side did not mean that the company had to

incur high costs.

The obtained research results have highlighted that the most extreme element of the right part of
the model, i.e., customer segments, was the one of the four elements forming this part that had
undergone only a slight modification. The received grant in the case of merely five companies
influenced a decision to carry out customer segmentation and change this model element. The
impact of grants on the diversification of activities, i.e., dealing with an additional customer seg-
ment, was emphasized only slightly more frequently (29.0% of the surveyed companies indicated

this option — see Table 6).

In the study, respondents were asked to indicate whether, as a result of the grant obtained, the
hitherto relationship was strengthened or a new type of relationship with the customer was
introduced. This element of the business model often corresponds to another component of
that model, i.e., the channels. Customer relationships and channels under certain circumstances
conceptually superimpose on each other, particularly where a direct distribution channel is op-
erational, with no intermediate levels. According to Osterwalder and Pigneur (2010), a company
should clarify the type of relationship it wants to establish with each Customer Segment. Rela-
tionships can range from personal to automated. The customer relationships may be driven by
the following motivations: customer acquisition, customer retention, boosting sales. The ob-
tained results of the study indicate that apart from co-creating products with customers, other
elements contributing to developing relations with customers were indicated infrequently. This
state of affairs may seem surprising, especially since nowadays customer relationships are an
essential instrument of competition (Ungermann & Myslivcova, 2014). These relationships are
also affected by such elements as use of the internet in communication with current and prospect
customers, quick response to customer signals with respect to offered products or liaising with
customers at the stage of product conceptualization, design and manufacture (however, this
particular element was modified as a result of the grant obtained slightly more often). As already
mentioned, the marginal treatment of customer relationships was primarily caused by the grant
type, which meant a larger vulnerability to a change in these model elements which are located
on the left side.

Similar results were obtained with regard to another element of the Business Model Canvas,
i.e., the channels. Supply logistics, production logistics, and distribution logistics fall into that
category (Zarzycka, 2008). On the basis of the business model, distribution logistics is of par-

ticular interest. It encompasses flows of finished goods from the place of origin to the point
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of consumption in order to meet customer needs and requirements. The respondents were to
indicate whether the received grant affected the channels used. Merely 14.2% of the companies
modified or created new channels, e.g., selling via the internet, or hiring new salespeople. Even
less because 12.3% of the companies, as a result of the grant obtained, modified contacts with
their partners, such as, for instance, wholesalers, or partner stores (see Table 6). The reasons for
this should be sought not only in the area of grants, but also in the characteristics of channels
used by the surveyed companies. More than 68.0% of the surveyed companies operate in the
manufacturing industry, mostly in low technology segments (especially in the warmirsko-mazunr-
skie province) with the predominance of indirect channels (producer-intermediary-customer)
and long ones (a large number of intermediaries). Therefore, direct customer relationships may

have less relevance.

The last item of the right part of the business model is revenue streams. In the study, they were
only of marginal importance. The respondents were asked to assess whether the received grant
had changed the way of obtaining revenues, e.g., by introducing a fee for the use (subscriber fee),
new revenues from licensing, or by introducing brokerage commissions. Only three out of all

surveyed companies indicated a change in this regard.

As mentioned, the central element of the model is the value proposition. The respondents were
to indicate which elements of the value proposition changed as a result of the investment financ-
ing obtained. The obtained results indicate a slight advantage of quantitative elements that got
modified after receiving the grant. Only slightly more than 65.0% of the surveyed companies
pointed to this answer (Table 6). In this group, 80.0% of the companies laid emphasis on tech-
nical values, such as durability, efficiency and ease of use, and only 20.0% on economic values
understood as those that changed due to the grant obtained. The qualitative elements defined
as those that changed as a result of the funding obtained were indicated by slightly more than
58.0% of the surveyed companies. What is very important, only 28 companies did not change
their value proposition neither within the quantitative nor within the qualitative groups of ele-
ments (17.0% of the surveyed entities) as a result of the grant obtained. Out of this number, more
than 89.0% implemented non-innovative undertakings and the obtained grant amount did not
exceed 250 thousand €. The opposite extreme were the companies that due to the grant obtained
changed both qualitative and quantitative elements. Out of the total number of companies, as
much as 35.0% indicated this answer option. This fact should be assessed positively since it
testifies that financial assistance for the SME sector brings measurable benefits in a form of
significant modifications within the proposed customer value. What is interesting, the number
of such companies exceeded those which indicated a change of only one element within the value
proposition (26.0% of the surveyed companies indicated only quantitative changes, and 21.0%
qualitative ones). Among the companies that changed both elements that make up proposal
value, nearly 47.0% implemented innovative undertakings, and 33.0% of entities received a grant
for an amount greater than 250 thousand €. This group of companies included also a relatively
large group of entities that received a grant of less than 100 thousand € (43.0%). Changes in the
customer value proposed were induced primarily by the innovative nature of the undertaking,

and not by the amount of the support obtained.




Taking into account the left and right sides of the model and value proposition, it was found
that 28 of the 155 surveyed companies, i.e., slightly more than 18%, modified from nine up to
twelve elements of the model. In this case the investment made affected significantly the com-
pany’s business model that had been implemented up to that moment, or the development of an
entirely new one (Table 7). Merely 9.0% of companies modified four components of the model.
This group was dominated by micro-enterprises performing mainly a non-innovative project.
The investment outlays varied significantly in the most extreme cases. This amount significantly
affects the frequency of changes in the elements composing the model in the group of entities
which are the most active in this respect. Almost 31% of companies in which the investment
outlay exceeded 750 thousand € modified from nine to twelve of all elements of the model. In
only one company where the investment exceeded 750 thousand €, the frequency of changes of
all model elements was contained within the smallest range (up to four elements). There were
fewer entities with investment amounts ranging from one to three million (18% in the group
of companies that modified from nine to twelve model elements — see Table 7). In the group of
companies that modified from five to eight of all model elements, the investment outlay varied
considerably and only slightly affected the activity of the company in that respect. The value
of the independence test amounting to ¥2 = 26.205 with a low level of p-value indicates some
dependence between the ‘logic’ part of the business model and the investment outlay. The con-
tingency coefficient describing the strength of this dependence reaches the value C=0.380 . The
test results ¥2 do not exhibit, however, the existence of dependence between the ‘emotion’ part

of the business model and the amount of investment (Table 10).

Tab. 7 - The impact of the investment outlay on the magnitude of change in the business

model. Source: own

The frequency of changes in all elements of the model
Investment outlay (€)
<0-4> <5-8> <9-12>

Up to 125 thousand 4 18 3
From 125 to 250 thousand 4 27 3
From 250 to 750 thousand 5 44 11
Above 750 thousand 1 24 11
Total 14 113 28

The type of the project being implemented affected the business model elements in two ways.
Firstly, the group of companies that modified the highest number of model elements and those
that restructured from five to eight of their components were similarly represented by those
which implemented innovative projects as well as by those with non-innovative ones. Secondly,
clear differences can be observed in the case of entities that changed up to four model elements.
Within this group of companies, more than 85.0% implemented non-innovative projects (Ta-
ble 8). The hypothesis posed by the authors assuming that the implementation of innovative
undertakings fostered modifications within the business model was verified positively, though
the dependence strength is small. The results of the independence test y2 confirm that there is

dependence between the total number of changes in the business model and the innovation of
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the project being implemented at a small (less than 0.016) level of significance. The contingency
coefficient describing the strength of this dependence reaches a value C = 0.225 which indicates
the average strength of this dependence. No significant relationship was found between the
number of changes in the ‘logic’ and ‘emotion’ parts of the model and the type of the imple-
mented project (Table 10).

Tab. 8 - The impact of the type of the implemented project on the magnitude of changes in the

business model. Source: own

The type of the The frequency of changes in all elements of the
. Number of model
implemented .

. companies
undertaking <0-4> <5-8> <9-12>
Innovative 61 2 47 12
Non-innovative 94 12 66 16
Total 155 14 113 28

Among the most active companies in terms of changes that make up the business model tem-
plate, the dominant group were medium-sized entities (Table 9). Out of the 47 surveyed me-
dium-sized enterprises, 27.7% modified from nine to twelve elements of the business model.
Only two medium-sized entities changed up to four model elements. Within the least ‘active’
companies, micro enterprises took the lead (10 entities). Also, the results of the test y2 prove the
assumption that there is dependence between the ‘logic’ part of the business model and the size
of the company. The contingency coefficient describing the strength of this dependence reaches
C =0.518, which reflects a significant strength of the dependence. This strength is even greater
in case of the dependence between the size of the company and the total number of changes in
the business model resulting from the investment made and the grant obtained. In this case, the
contingency coefficient describing it amounts to C = 0.580 (Table 10).

Tab. 9 - The impact of the company size on the frequency of changes in all elements of the

business model template. Source: own

The frequency of changes in all elements of the
The company Number of business model
size companies
<0-4> <5-8> <9-12>
Micro 44 10 26 8
Small 64 2 54 8
Average 47 2 32 13

A summary of the results obtained from the statistical procedures applied, i.c., examining the
dependence between the following selected variables: implemented project type (innovative/
non-innovative), investment amount, the size of the company and the number of changes in the

business model elements are shown in Table 10.
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Tab. 10 - The value of the statistic 2 in the independence test of selected indicators with desig-

nated contingency coefficients (C). Source: own

Selected elements describing the

surveyed companies* x 4 prualue <
Project type

logic 0.764 2 0.683 -
emotion 1.136 2 0.567 -
total 8.232 2 0.016 0.225
Investment outlay

logic 26.205 6 0.000 0.380
emotion 1.225 6 0.976 -
total 7.130 6 0.309 -
Company size

logic 56.848 4 0.000 0.518
emotion 3.940 4 0.420 -
total 78.445 4 0.000 0.580

* Independent variable

5. CONCLUSIONS

In general, two different uses of the business model concept can be identified. One of the models
refers to what we might call a static approach. In this approach, a business model is ultimately
a blueprint - even a recipe - it fulfils important functions such as enabling description and clas-
sification (Demil & Lecocq, 2010). The static view [of a business model] allows us to develop
typologies and study relationship with performance. Osterwalder and Pigneut’s business model
template (2010) represents the most static approach where the dependence within the individual
elements of the business model are presented fragmentarily, and virtually, there is no informa-
tion about the mechanisms of strengthening and regulating the impact on the company’s func-
tioning (Doligalski, 2014). Its main advantage is that it is relatively easy to visualise the business.
The transformational view, in turn, is a presentation of feedbacks in the system, and the vast
majority of items are dynamic. In this case, the construction of the business model is much more
challenging, though its analysis could lead to more innovative insights than in a static model. In
the study, due to ‘user friendly interface’, Osterwalder and Pigneur’s static template (2010) was
used, though the authors are aware of the fact that a business model is not just a set of elements,
but also the way the links are forged between them.

The results of the study indicate that the grant obtained implicitly affected the modification of
the business model elements that are placed on the left side of the template. This is primarily due
to its type. Purchases of modern production lines, innovative and efficient machinery and equip-
ment, or other investments in modernizing production processes resulted in changes just on this

side of the model. By far, the most common modifications resulting from the grant obtained
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concerned key resources. The right side of the Business Model Canvas comprising elements, such
as customer relationships, customer segments, channels, and revenue streams changed under its

influence, however, to a much lesser extent.

Only one in 10 companies modified a total of less than four model elements of Osterwalder
and Pigneur’s model (2010), and with regard to its left part, all companies changed at least one

element.

Interesting results can be observed while analysing the relationship between the number of
changed elements in the business model template and the innovativeness of projects imple-
mented. The hypothesis no. 1 was verified positively, though the strength of dependence in
this case was small and only at the level of total modifications in the business model. Only the
least active companies in terms of changes in the business model implemented non-innovative
projects. Within the remaining two groups of companies, types of implemented projects were
very diverse and even for those most active ones in the area of modifications in the implemented
business model the type did not reflect their innovative character. A high risk related to the
implementation of an innovation causes that a far cheaper solution seems to be modifying the
business model implemented in the enterprise, which is not necessarily related to undertaking

innovative activities.

The hypothesis no. 2 was confirmed, but only partially, since the amount of grant affected slightly
the manner of using elements of the model. Both in the group of companies that changed more
than eight model elements and in the group which changed from six to eight elements, compa-
nies which obtained less than 250 thousand € in grants and those which obtained significantly
higher amounts were strongly represented. Thus, even a relatively small amount of the grant may
materially affect the business model implemented in the company. Also, in the least active group
of companies in terms of changes in the business model (up to four elements), the differentiation

in the amounts of received grants and realized investments was significant.

The greatest strength of the dependence was observed in the case of the relationship between
the size of the company and changes in the model elements. The hypothesis no. 3 was thus veri-
fied positively. The most active entities in this respect were medium-sized enterprises which, in
comparison to small businesses, in particular to micro ones, changed, due to the impact of the
grant obtained, the largest number of elements of the business model. This was especially true
of its ‘logic’ part and the total number of changes. In the case of the model’s ‘emotion’ part, the
exhibited differences were not so great. It appears that management in medium-sized enterprises
had a greater awareness of the role of the business model in achieving greater efficiency in opera-
tions, cost optimization, or in focusing on the client, and thus investments being made are more

complex in nature. This issue, however, requires undertaking further detailed research.

The study included companies established in rural areas, and the vast majority of them operate
in traditional sectors related to the agriculture and food processing, wood, furniture, or tourist
industries. This fact largely contributed to the situation where most of the companies surveyed
did not articulate a specific business model, and, therefore, lacked a process for managing it. Ac-
cording to the Business Model Framework (BMF) proposed by Chesbrough (2007), these type

of companies operate as a business model of type 1. The Business Model Framework is a concept




which entails both very simple business structures (and thus generating little value) as well as
complex and advanced business models that are very difficult to copy (usually very valuable
ones). When applying BMF, companies can evaluate the position of the model used in relation
to its potential, and then determine the steps that seek to ensure its further development in the
context of creating and capturing larger value. The business model incorporating the undiffer-
entiated model is primarily based on price and availability and is aimed at customers for whom
they constitute crucial factors while purchasing. Companies using the business model of type 1
offer mainly commodities in a similar vein to most companies operating in the market and offer-
ing similar products (Chesbrough, 2007). The majority of the surveyed companies represented
precisely this type, or the ones located at level 2 and 3, which means that the company has some
differentiation in its business model or the company develops a segmented business model (type
3). It could mean that the grant obtained often considerably affected changes in individual model
elements. However, the lack of awareness among entrepreneurs and executives of its significance
meant that the potential of this change was not fully exploited. It appears that it would be valua-
ble to undertake research in this area as the authors focused primarily on determining the impact
of the grant obtained for the various elements of the model, and not on managers’ perception
of its role in the logic of value creation. Quoting Teece (2010), there are a plethora of business
model possibilities, some of which will be much better adopted to customer needs and business
environments than others. Selecting, adjusting and/or improving business models is a complex
art. Good designs are likely to be highly situational, and the design process is likely to involve
iterative processes. New business models can both facilitate and represent innovation as history
demonstrates (Teece, 2010). Osterwalder and Pigneut’s business model template (2010) seems to
be a very appropriate tool for redefining the business model, of course, not only in terms of the
factor such as the grant obtained by the company. Its use is also justified by the ability to analyse
enterprises with the exclusion of trade restrictions as well as the ease of identifying individual

elements of the business model and thus there is large potential for its modifications.
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