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Abstract

Purpose: This paper introduces and analyses the Business Model Prism (BMP) for the arts and cultural
organizations as multidimensional framework to map the “as is” structure and the logic of their business model as
well as to drive the design of innovation initiatives, i.e. the “as should be” business model. The framework can be
used both for descriptive and normative purposes and comprises seven facets organized and represented with a
tri-dimensional prism which defines the key business components of arts and cultural organizations.
Design/methodology/approach: The research design and methodology are based on a literature review on the
themes of business models and business models innovation with a focus on the characteristics and features of the
arts and cultural organizations. This paper has a conceptual nature and it is based on a literature review. This
includes also a desk research investigation of some key examples of arts and cultural organizations that have
adopted innovations to transform the way how they work and deliver value to audience. The development of the
novel framework builds the foundation for applying operatively and testing it in arts and cultural organizations
and supports them in mapping and transforming effectively their business model.

Originality/value: Traditionally great attention the studies on business model innovation have been focused on
businesses and public organizations, while rather limited attention has been paid to the investigation of how arts
and cultural organizations can develop and manage their business models. Most of the attempts in this direction
are aimed at contextualizing, in the cultural sector, frameworks that have been devised for the business sector.
Although acknowledging the relevance of these contributions, they present weaknesses related to the capacity to
take into account the specific characteristics and features of the arts and cultural organizations. The originality
and the value of this paper resides, then, in the attempt to fill this gap, providing a new and industry-specific
framework able to effectively support the management and the innovation of the business models in the arts and
cultural sector.

Practical implications: The proposed framework can support arts and cultural managers to understand the key
dimensions characterizing the business model of their organizations. In addition, it provides guidelines to map
and design managerial initiatives to develop and transform the business model of arts and cultural organizations.
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1. INTRODUCTION

Arts, creative and culture-driven industries and organizations are widely recognized as new key-players
in the current scenarios for their economic and social role as well as for the relevant potential to lead further
development and innovation in other industries (Schiuma, 2011; United Nations, 2008). However, the
political and socio-economic changes of the last years have determined that public support for arts and culture
have generally decreased dramatically with reduction of subsidies towards the arts and cultural organizations
(Kea, 2006). This has increasingly encouraged arts and cultural institutions to explore new ways of managing
and funding their artistic and cultural programs (Nesta, 2014).

In this scenario, the academic and management debate has largely argued about the relevance to enhance
the cultural sector organizations™ innovation capacity so that they can be more economic sustainable, they can
become less dependent from public funding as well as capable of generating more significant and accountable
impact for society at large (Arts Council England, 2011). In particular, arts and cultural organizations are
increasingly called to explore the elaboration and the adoption of new business models (Munoz-Seca, 2011,
Munoz-Seca and Riverola, 2010; TEH, 2015).
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The business model innovation is actually one the main interests for most industrial sectors and
organizations. However, arts and cultural organizations present some peculiarities that make the analysis of
business model management and innovation very idiosyncratic. The specific characteristics of the sector make
very problematic the simple application of that framework that have been devised and applied traditionally in
the business and public organizations. Despite a great “fad” in the current debate about how to analyze, shape
and renew the orientations and the ways of doing in the arts and cultural sector, there is a general lack of data
around this sector and specifically about the characteristics distinguishing the business models of the arts and
cultural organizations as well as of the practices and the results of business model innovation. This is further
complicated by the evidences that even within the arts and cultural organizations it is possible to find great
differences in missions and aims, orientation to the market and to the entrepreneurial approach, including
ways of managing activities, resources, and stakeholders™ relationships (Hume et al., 2006; Munoz-Seca and
Riverola, 2008; TEH, 2015).

In order to fill these gaps, this paper proposes a new framework aimed to support a better management
and innovation of the business models of arts and cultural organizations. In particular, the Business Model
Prism (BMP) is introduced and discussed as a multidimensional model to be used both for descriptive and
normative purposes. It allows to analysis the “as is” structure and the logic of the business model of the arts
and cultural organization as well as to drive the design of innovation initiatives, i.e. the “as should be”
business model. The framework comprises seven facets organized graphically around a tri-dimensional prism.

The paper is organized as follows. The second section briefly introduces the notions of business model
and business model innovation. The third section discusses the strategic relevance of the business model
management and innovation for the arts and cultural organizations. The fourth section introduces the Business
Model Prism as a tri-dimensional model aimed to support both the analysis and the transformation of the
business models of the arts and cultural organizations and presents the main managerial issues and questions it
tries to answer.

2. BACKGROUND

The arts, creative and cultural sector, with their relationships to be activated with the social
entrepreneurship, the tourism and hospitality industries, and even with the agri-food business, are increasingly
acknowledged as a new engine for stimulating and enhancing growth with an impact on well-being, new
employment and society at large (United Nations, 2008).

Despite the relevance that arts and cultural organizations can potentially play to sustain local and global
wealth creation dynamics, currently they are facing critical challenges for their growth and even survival. In
particular, as a result of political and economic changes of the last decade, the allocation of financial
resources, public supports and funds for arts and culture have decreased consistently. These radical changes
are forcing arts and cultural organizations to identify new ways of managing and funding their activities
(Cunningham, 2002; TEH, 2015; Thorsby, 2008; IDEA Consult, 2013). In this scenario, a relevant theme in
the scientific and practitioners™ debate is the challenge of enhancing the innovation capacity of arts and
cultural organizations in order to improve their sustainability and ability to generate impact for society. For
this reason a set of priorities have been identified and highlighted for the arts and cultural organizations, such
as the development of new mindsets (Zomerdijk and Voss, 2010), the search of new funding and financing
models (Nesta, 2014), the acquisition of managerial and business skills (Helmig et al., 2004), the
understanding about how to exploit the digital transformation (Nesta, 2015), the creation of new forms of
partnership (Ostrower, 2004; Schiuma, 2011; Schiuma and Lerro, 2013; Smagina and Lindemanis, 2012), the
adoption of strategies for audience development (Bollo, 2013).

The above priorities point out that arts and cultural organizations need to undertake a development
journey towards the capacity of managing and innovating the ways how they operate, interact with
stakeholders, define their value objectives, acquire and deploy resources, and support economically their
artistic, cultural and social programmers. This means to understand how to manage and innovate their
business models.

2.1 The notion of business model (BM)

A working definition of Business Model (BM) is: “the synthesis and the integration of all the strategic,
organizational, managerial and economic components that any organizations — explicitly or implicitly design,
implement, manage, assess and eventually change and radically transform to guarantee uniqueness,
performance, value creation and sustainability” (Magretta, 2002; Osterwalder and Pigneur, 2010; Spieth et al.,
2014; Teece, 2010; Timmers, 1998).
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Historically, the BM notion has emerged in the late 1990s, with a particular attention to the Information
and Communication Technologies and e-business companies (Afuah and Tucci, 2003; Wirtz, 2001). Since
then, the notion has attracted a growing interest both in scientific and managerial debate (Casadesus-Masanell
and Zhou, 2013; Enev and Liao, 2014; Frankenberger et al., 2013; Girotra and Netessine, 2014; Zott et al.,
2011). Currently, it is possible to state that, from a scientific point of view, the notion of BM has become a
mainstream topic in different research streams (Wirtz et al., 2016). And in the extant academic literature, the
concept of business model has been conceptualized in accordance with different focuses and perspectives
(Amit and Zott, 2001; Chesbrough and Rosenbloom, 2002; Magretta, 2002; Casadesus-Masanell and Ricart,
2007). Wirtz et al. (2016) group them according to four main foci: innovation; change and evolution;
performance and controlling; and design. Moreover, Wirtz (2010) identifies three basic theoretical approaches
to the interpretation of BM as follows: the Information Technology-oriented view (Afuah and Tucci, 2003;
Hedman and Kallig, 2002; Timmers, 1998; Wirtz, 2000); the Organization-theory oriented standpoint (Linder
and Cantrell, 2000; Tikkanen et al., 2005) and the Strategy-oriented approach (Magretta, 2002; Teece, 2010;
Zott and Amit, 2008).

A number of definitions about business model have been provided in the academic literature. Among
them, Osterwalder and Pigneur (2010, p. 14) state that “a business model describes the rationale of how an
organization creates, delivers and capture value”. Casadesus-Masanell and Zhu (2013, p. 465) argue that “the
business model can be defined as a unit of analysis to describe how the business of a firm works”. Zott et al.
(2011, p. 1020) sustain that business model describes “a logic story explaining who the firms™ customers are,
what they value, and how firms will make money providing them that value”. Other scholars, such as George
and Bock (2011), Downing, (2005), Markides, (2013), Cohen and Winn (2007), instead, provide a different
perspective. In particular, on the basis of a review of prior research, they provide an interpretation of the
business model according to an entrepreneurial lens. So, they see business model as a form of entrepreneurial
opportunity creation, implicitly or explicitly initiated by market imperfections.

However, George and Bock (2011, p. 83) underline that “while the term “business model” has gained
widespread use in the practice community, the academic literature on this topic is fragmented and confounded
by inconsistent definitions and construct boundaries”. Moreover, the studies on business model have not yet
reached a common opinion about which components exactly build up a business model (Spieth et al., 2014). It
is revealed a gap to clearly distinguish the business model from other managerial constructs such as, for
example, strategy, organizational design, revenue models, and operations management (DaSilva and Trkman,
2014).

2.2 The notion of business model innovation (BMI)

The analysis of a business model is aimed at providing managers with an understanding of the key
components characterizing the working mechanisms and the value creation dynamics of an organization, in
order to propose adjustments, improvements or transformations organization. The definition of a new business
model or the transformations of an existing one denote a process of business model innovation.

To define the notion of business model innovation, it seems relevant to begin with the contribution
provided by Wirtz (2011, p. 72) who states that “BM management constitutes an instrument for the control of
a company and comprises all target-oriented activities within the scope of design, implementation,
modification and adaptation as well as the control of a business model in order to realize the overriding goal
of generating and securing competitive advantage.” (....) It “consists essentially in five macro processes: the
design of the business model, the implementation of the BM, the operation of the BM, the adaptation and the
modification of the BM and finally the controlling of the BM”. This view highlights that while business model
management is traditionally concerned with firm-level value creation and capture, Business Model Innovation
(BMI) poses in addition questions about novelty in customer value proposition and about the reframe and
structural reconfiguration of firms (Schneider and Spieth, 2013). Consistently, the management literature has
developed alternative interpretations of business model innovation such as: “the discovery of a fundamentally
different business model in an existing business” (Markides, 2006, p. 20) or as “the search for new business
logics of the firm and new ways to create and capture value for its stakeholders” (Casadesus-Masanell and
Zhu, 2013, p. 464).

In fact, innovation is incorporated into a business model when two or more of its elements are
reinvented. This can result in delivering value in a new way, to go beyond single-function strategies and to
change use of technologies (Frankenberger et al., 2013). Accordingly, it is important to distinguish business
model innovation from product, service or technological innovation (Baden-Fuller and Haefliger, 2013).
Managers that confuse the latter for the former risk underestimating the requirements for a successful
transformation of a business model. The main scope of the business model innovation is to identify
approaches and methodologies to support change management as well as daily practices to better deliver
sustainable performance. Therefore, business model innovation goes beyond product and/or process
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innovation and continuous business performance improvement, and aims to understand how to transform the
way organizations operate and create value (Enev and Liao, 2014).

Business model innovation is nowadays considered particularly valuable as a way to face instability.
Indeed, it can provide companies a way to break out of intense competition. Through business model
innovation companies can define new routes for sustainability and competitiveness. This means that
organizations by analyzing, managing and innovating business model can define their role and capacity for
wealth creation and then identify the nature and scope of their value creation dynamics.

3. THE ROLE OF BUSINESS MODEL INNOVATION FOR THE ARTS AND CULTURAL
ORGANIZATIONS

Multinationals and relevant corporations operating in the manufacturing or in the e-business context have
been traditionally the object of investigation of the studies about the business models. In contrast, there was a
notable lack of attention to the practices of small and medium-sized enterprises. In particular, there is still a
significant missing of attention towards the organizations operating in the arts, creative and cultural industries
(Munoz-Seca, 2011).

However, in the recent years, there has been a growing attention to the arts, creative and cultural sector.
Different reasons contributed to this growing interest. They can be divided into two main categories: on the
one hand, arts and cultural organizations are challenged to understand how they can achieve financial viability,
without compromising their mission and/or not-for-profit values. On the other hand, the progressive evolution
of the political, economic and socio-cultural scenarios put the arts and cultural organizations as players of
cultural activities as well as providers of social innovation, of cultural and creative services, and catalysts for
change for organizations operating in other traditional sectors (TEH, 2015; Schiuma & Lerro, 2014).

Although business modelling is recognized as being fundamental to arts, creative and cultural
organizations success, the approaches, the techniques and the tools for elaborating, implementing and
managing specific and tailor-made business models in arts and cultural sector are still crude and often
inconsistent (Hume et al., 2006; Munoz-Seca, 2011; Munoz-Seca and Riverola, 2010, 2008; Zomerdijk and
Voss, 2010).

One of the main obstacles to business model innovation in the cultural sector is the lack and/or
misunderstanding of the language used in the sector. Indeed, many nonprofits, government agencies, social
enterprises, NGOs and cultural and arts organizations consistently proclaim that they are not businesses, and
therefore business rules do not apply to them and accordingly they state that they do not really have a
“business model”. But, how underlined by Saul Kaplan (2011, p. 2) in his HBR article ,,Business Models
Aren“t Just for Business™: “if an organization has a viable way to create, deliver, and capture value, it has a
business model. It does not matter whether an organization is in the public or private sector. It does not matter
if it is a non-profit or a for-profit enterprise. All organizations have a business model. Non-profit corporations
may not be providing a financial return to investors or owners, but they still capture value to finance activities
with contributions, grants, and service revenue. Social enterprises may be mission-driven, focused on
delivering social impact versus a financial return on investment, but they still need a sustainable model to
scale. (....). The idea that business models are just for business is just wrong. Any organization that wants to
be relevant, to deliver value at scale, and to sustain itself must clearly articulate and evolve its business model.
(...). It may be, however, that the model is implicit rather than explicit”

Nowadays, an increasing number of creative, cultural and arts organizations are recognizing the
importance to better understand manage and change their business model in order to make their value creation
capacity more sustainable and impactful. The relevance of understanding and managing business models is
recognized as one of the main challenges facing creative, cultural and arts organizations. In particular, great
attention is paid on the identification of how to renew their capacity of existing working mechanisms as well
as to enable them to effectively use and exploit technologies supporting digitalization processes. Cultural
organizations are challenged to develop a more sustainable strategic and operational audience development,
financial viability, and resource and operations management, with the aim to enhance their value creation
capacity as cultural agents in society.

This new strategic and operative perspectives need to be effectively understood and integrated with the
current mindset of the arts and cultural organizations, considering that they are generally reluctant to consider
themselves as business organizations or as organizations doing some form of business; and instead they see
themselves as organizations primarily focused on the social issues. Accordingly, particular relevant are the
insights provided by Ingrid Burkett in her publication “Using the Business Model Canvas for Social Enterprise
Design (available at: https://mbs.edu.getmedia/ 91cc0d01-3641-4844-b34c-7aeel5c8edaf/Business-Model-
forSE-Design-Burkett.pdf); she states that balancing a social or cultural mission “does not mean that a viable
business model cannot be developed” (p. 6) — “It is just that we need to recognize that (cultural) organizations
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have business models that can be a little different from an ordinary business (...) and to build into the
traditional modeling a clear picture of the social objectives (or the mission) of the organization, in addition to
all the dimensions of the actual business” (p. 7).

In order to address the business model innovation challenges of the arts and cultural organizations,
different frameworks providing useful guidelines to design, manage and transform business models have been
proposed more recently in the academic literature and practitioner-based publications. Combining these main
contributions with the characteristics of the arts and cultural organizations a framework identifying the key
specific dimensions of the business model distinguishing the cultural industry is proposed.

4. THE BUSINESS MODEL PRISM

4.1 Research design, data and methods

The research design has been primarily based on a systematic review of the literature about business
model innovation in the cultural sector. Electronic search tools, keywords and search strings to identify
relevant research constructs were used. The use of keywords is the most important building block of a
systematic search. The underlying assumptions are that keywords capture the field under study and the
electronic databases can identify the studies based on those keywords. Search strings are comprised of
combinations of keywords. Thus, the success of the systematic literature review depends greatly on the choice
of keywords and search strings used to conduct the search. The choice of the keywords and strings for the
research constructs were defined on the basis of a consultation of a number of arts and cultural originations as
well as of a delphi group of experts in the field.

In addtion the various dimensions and notions identified in the literature and related to “Business Model”
and “Business Model Innovation” were identified and investigated by means of a review of the key outlets for
scholarly research in the economic, strategic management and social science field (see MacMillan and Stern,
1987; MacMillan, 1989; 1991; 1994). Then, the collected research materials have been downloaded and
imported into a reference manager database. Each research material was analyzed. The results of this analysis
were stored into the reference manager database in accordance with specific work form. In deciding on the
electronic bibliographic databases to be used in the study, the search string were inputted into the most widely
used web search engine, e.g. Google and Google Scholar. Moreover, a detailed identification and review of
the most important existing strategic and managerial frameworks has been designed and implemented. In
particular, the following key frameworks have been analyzed: the Strategy Map and the Success Map (Kaplan
and Norton, 2000), the Balanced Scorecards (Kaplan and Norton, 1996), the Performance Prism (Neely, 2002;
Neely et al., 2001, 2002; Neely & Adams, 2001), the Business Model CANVAS (Osterwalder and Pigneur,
2010), the Business Model Cube (Lindgren and Rasmussen, 2012), the Lean Canvas (Maurya, 2015), the
Business Model Innovation Matrix (Girotra and Netessine, 2013, 2014).

The analysis of the research constructs gained by the systematic literature review based on key-words
and strings and of the different strategic and managerial frameworks has been then integrated with the results
of a specific desk-research on a selected and relevant sample of world-wide arts and cultural organizations.
This has been further integrated by the main insights collected from direct contacts and interviews with a
selected sample of European arts and cultural organizations.

4.2 Research insights

The results of the investigation have provided the informative base for proposing a novel framework to
interpret the business model of arts and cultural organizations. The Business Model Prism (BMP) is, then,
proposed as a multidimensional framework to be used both for descriptive and normative purposes to
understand and transform the business models of the arts and cultural organizations. It is presented as a
tridimensional prism comprising seven facets (Fig. 1). The top and bottom facets of the prim denote the Social
and Cultural Value & Impact, and the Funding and Financial Resilience, respectively. The other five facets of
the prism correspond to the other key dimensions characterizing a business model of the arts and cultural
organizations: Stakeholders, Strategies, Processes, Organizational Resources, and Partnerships.

@ 2017 JPPW 53



Journal of Positive Psychology and Wellbeing
2017, Vol. 1, Issue 1
Pp 49-58

Fig. 1 The Business Model Prism for ACO

SOCIAL &
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The Business Model Prism can support the identification and the mapping of the peculiarities of the
business models of the arts and cultural organizations. It takes into account the specific features of the value
creation focus and the operation mechanisms of such organizations. It allows to analyze the “as is” structure
and logic of an arts and cultural organization business model as well as to drive the design of innovation
initiatives, i.e. the “as should be” business model. The seven distinct but inter-linked perspectives provide an
ideal lens to understand the business model of an arts and cultural organization starting from addressing the
following key questions:

e Social and Cultural Value & Impact — Why do we exist? What impact do we want to have?
Which values do we want to propose and offer? What are our mission and vision?

e Stakeholders — Who are our key-stakeholders? What are their wants, needs, expectations and
dreams? Strategies — What are we doing to satisfy our stakeholders and deliver value for them?
What are the main products and services we are doing? What is our legal structure? How is
currently our organizational structure?

e Processes — What are our existing processes? How do we manage our projects and
programmes? What are the characteristics of our productions? How do we generate and sustain
demand? How do we do Research & Development (R&D)?

e Organizational Resources — What resources do we need to put in place, exploit and enhance to
operate our processes?

e Partnerships — What partnerships do we need to build and enhance to implement our strategy
and guarantee social and cultural values and impact?

e Funding and Financial Resilience — What are our current costs and incomes? What is our
financial status?

The above key questions define the main issues to be addressed and managed to supporting the
development of the fundamental theoretical pillars distinguishing the business model of an arts/culture
organization and provide a first step to understand the hypothesis grounding the “how”, “why”, “what” and
“how much” of the working mechanisms, mission and vision of the investigated organization. The above
questions are then cascaded down for each perspective of the prism exploring further in detail the sub
dimensions components of the prism. Figure 2 illustrates the further subcomponents of the Business Model

Prism.
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Fig. 2 The Business Model Prism and related sub-components
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FUNDING & FINANCIAL RESILIENCE

The Business Model Prism reflects and applies a set of internal working mechanisms: the basic
assumption of the business model prism application is that those arts and cultural organizations aiming to be
sustainable and impactful in the long term must have a clear picture of their value creation dynamics. For this
reason, they need, firstly, clearly define what value and impact they are going to deliver and for who, and
consequently they have to define mission, visions and strategies. The key stakeholders have to be identified,
and, in relation to them, the value propositions have to be defined. Then, the analysis of the processes allows
clarifying the activities that have to be put in place in order to achieve the targeted strategic objectives for
value creation. This has to be complemented with an understanding of the organizational resources available
and needed. The key partners have to be identified and the relevance of the relational capital connected to
such partnerships has to be defined. Finally, the business model analysis involves an understanding of the
funding and financial resilience representing the economic and financial viability of the organization. Figure 3
illustrates the stages through which to implement the framework in order to analyze a business model.

Fig. 3 Implementing the Business Model Prism
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5. CONCLUSIONS

The debate in policy, scientific and managerial circles have recently started to consider arts and cultural
organizations as potential and relevant players in the paths of development, both at industrial and societal
level. For this reason, it is of great relevance to understand how the arts and cultural organizations can manage
and innovate their business models towards the capacity of shaping strategies and operations that can make
them more sustainable and impactful.

The traditional models and tools devised to support public and private organizations to analyse and
develop their business models, even if provide useful insights for the cultural sector, present limitations when
applied to the arts and cultural organizations due to the specific characteristics of those organizations. In order
to effectively balance the tension between the social and cultural values and the commercial values, the arts
and cultural organizations need to design and apply business models, also in an implicit form, capable to
identify and address their specific value propositions, resources requirements, activities delivering and
economic and financial structures.

In order to fill the gap in the literature a novel framework is proposed: the Business Model Prism aims to
support the mapping of a current business model as well to inspire and drive its transformation.

Future development of the research reside both at theoretical and empirical level. From conceptual point
of view the hypothesis at the basis of the model need to be further developed in order to improve the
granularity level of the different framework’s dimensions. From empirical standpoint the model need to be
tested into real cases both by action research projects and by developing surveys aimed at identifying the key
traits of business model innovations of the arts and cultural organizations.
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