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Abstract

When researching business models in the available literature, the concept of strategy comes up
frequently. It is typically portrayed that these two concepts are intertwined and must be used in
tandem to achieve a company's goals and objectives. This article proposes a conceptual analysis that
can provide an overview of how business models and strategies interact and what the outcome of
this union is. As a result, a synthesis of the most common characteristics associated with them was
derived from the existing literature review and was analyzed in order to establish their relationship,
leaving room for future research. The research methodology is quantitative in nature and helps
establish the ground work for the research in this paper.
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1. Introduction

Every company has a set of goals and objectives that it hopes to achieve. To do so, they must
devise at least one strategy to pave the way to their end purpose in today’s turbulent times (Toma &
Marinescu, 2015). As a consequence, businesses will use various methods and tools to correctly
understand what options are available and which steps must be taken to reach their aims.

Business models can be used to create a framework for the structure and organization of a
company's operations. As a result, this tool may provide its users with a comprehensive picture of
the company at a given point in time and how it operates. While this is extremely useful for
understanding where the company is now, it does not provide managers with solutions for preserving
or correcting the company's current path. Today’s business models are increasingly based on
innovation and digitalization (Tohdnean & Toma, 2018; Toma & Tohénean, 2018). In this respect,
the automotive sector provides numerous valuable examples, especially in connection with lean
management or business excellence (Naruo & Toma, 2007; Marinescu & Toma, 2008; Toma &
Naruo, 2017).

The focus of this article is to demonstrate the benefits of combining the business model tool with
strategic thinking. The concepts of strategy and business models are inextricably linked and should
be treated as such when determining the best course of action for the company. A pattern can be
established by using the results of building a business model at various points in time, which can
then help the company elaborate and adjust the strategy implemented appropriately.

To achieve the above, a literary review of significant writings from recent decades was carried
out in order to analyse and recognise the most prevalent and noteworthy features of business models,
as well as appreciate the importance of strategy and its applicability. Because the concepts in question
do not have a single meaning, interpretations and conclusions will be drawn by collecting the most
prominent perspectives from the researchers who have done extensive studies in this area. The
authors have used a quantitative research method in order to achieve the paper's goal, and the results
have been conveyed in the findings section.
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2. Literature review
2.1. Business models

The business model is a concept that has only recently gained academic attention in the fields of
strategic management, innovation, and entrepreneurship (Toma & Marinescu, 2012; Toma &
Marinescu, 2018; Toma & Tohanean, 2019). The paradigm is gaining traction as a novel idea for
explaining not only a company's fundamental logic for creating and extracting value, but also the
mechanisms that support that logic. With this ideation, the business model provides an original
framework that offers a new perspective into the managerial conversation and thus extends the prior
knowledge frameworks within this domain. The number of publications mentioning the term
"business model" has risen exponentially since the late 1990s and early 2000s, indicating a spike in
interest in the topic. The significance of the business model, on the other hand, is not limited to
academic discussion. Practitioners have recently expressed interest in the concept, recognizing the
business model as a significant source of innovation that goes beyond traditional product and process
improvements. Furthermore, when determining the value creation and value capture rationale, the
business model is thought to have a significant impact on firm performance.

The buzzword "business model" has become more widespread and it has been used more
frequently. Regardless of the fact that academics and business executives are becoming more
interested in the term "business model", the business community has yet to reach an agreement on a
universally accepted interpretation (Shafer et al., 2005).

Through a structural layout, the Business model portrays the arrangement of a core company's
dealings with all of its various stakeholders in factor and product marketplaces. It has climbed to the
forefront of strategic management thinking and has become an especially important new opportunity
representation as a result of recent rapid developments in information and communication
technologies, particularly Internet and broadband enhancements, which have motivated new types of
innovation among both financial specialists and managers (Geoffrion & Krishnan, 2003).

Because it influences firms' potential outcomes for creating a competitive advantage, the study of
business models is an important subject matter for strategic management research (Amit & Zott,
2001). A freshly centered business model, along with an early entry into a company sector, has a
positive impact on performance (Zott & Amit, 2007).

Each coordinated movement in planning and implementing a specific business model includes
both hierarchical and administrative levels, with a focus on specific functional departments that are
most discriminating in determining and blending business components whose relationship and
complementarity structures the breadth and scale of any company's focused abilities. In this context,
business modeling is a process rather than a state, due to the necessary adjustments, whether
transformative or value-based, that create the technique for managing it (Drakulevski & Nakov,
2014).

It is evident that the topic of business models has resulted in a large number of papers and works
of literature. Osterwalder & Pigneur (2011) explore it from a variety of perspectives, including e-
business, information technology, strategy, and organization. The business model, according to
Mansfield and Fourie (2004), is the connection between a company's resources, activities, and
setting.

2.2. Strategy

For many years, industry leaders and theorists have studied strategy. However, there is no
definitive answer to the question of what strategy entails. One explanation appears to be that people
have different viewpoints on strategy. The layout and construction of an organization's existing
resources in order to meet the needs, demands, and interests of marketplaces and stakeholders is
meant to be referred as strategy. This is also the long-term path and span of an organization that
shapes its visions and goals (Johnson et al, 2008).
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A company's strategy is, in some cases, the set of decisions that identifies and reflects the
company's objectives, aims, and goals. Furthermore, strategy develops the major policies and plans
for achieving the goals. It defines the scope of the company's operations as well as the social and
economic structure it aspires to be (Andrews, 1980).

In actual fact, not all business practices fall into the strategic band. Strategic choices are those that
do things "diversely" to competitors, and that variation results in a long-term competitive advantage.
Even the actions taken to increase productivity are not strategic because they are simply replicated
by others (Porter, 1996). In essence, strategy is a framework that directs activities while also being
influenced by them, and it has nine potential driving forces: products offered, market needs,
technology, production capability, method of sale, method of distribution, natural resources,
size/growth, return/profit.

In their work, strategy specialists employ administrative, discursive, and episodic approaches
(Jarzabkowski, 2005). Because practices are repeated, they frequently generate internal inertial
forces that stymie strategic change (Jarzabkowski, 2004). On a personal level, such factors are linked
to cognition, putting strategy experts at risk of ignoring environmental changes due to the passive
thought processes on which their perceptual filters are based (Hodgkinson and Wright, 2002).

As per Khalifa (2020), strategies are classified into three types: (good or bad) strategies, non-
strategies, and no strategies. These are to be taken into account as follows:

e No strategy - A no strategy situation occurs when a company has not established, evaluated,

or recognized the need for something resembling a strategy;

e Non-strategy — occurs when an entity has a strategy and believes it has been adopted and is

now being implemented, but the strategy is not really driven by the winning theory; and

e Strategy (good or bad) - According to Khalifa (2020), a strategy is one that has been

comprehensively thought out, guided by the philosophy of winning, and purposefully
implemented, regardless of whether the strategy is genuinely right or wrong for the
organization or business.

3. Research methodology

The methodology used in the paper was quantitative in nature. Online databases including
academic articles and scientific papers from the fields of business, management, and leadership have
been used to access information from multiple resources for the literature analysis with the goal of
assessing the varied definitions of and applications of business models by firms. The empirical
findings from the reviewed literature are presented and elaborated in the findings section. Finally,
the conclusions section summarizes the findings of this analysis, while also providing room for
additional research within future papers.

4. Findings
In order to synthesize the findings of the literature review, the author chose to highlight the most

prominent features of the two concepts in question (see Figure no. 1) and identify the link that can
be established when both are put into practice. (see Figure no. 2)
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Figure no. 1. Business models and Strategy characteristics

e create value;

ecapture value;

*help manage stakeholder
interactions;

*showcase competitive advantage;

*showcase hierarchical and
administrative levels;

¢ showcase the connection
between a company's resources,
activities, and setting.

Business Models —<

erepresent a set of decisions;

*showcase how to use company
resources in order to meet the
needs, demands, and interests of
marketplaces and stakeholders;

Strategies —< *help establish frameworks and
policies;

eneed to be comprehensively
thought out, guided by the
philosophy of winning, and
purposefully implemented.

Source: Author’s own contribution based on literature review analysis

The link depicted in Figure no. 2 indicates that in order to obtain a final form of strategy, it is
necessary to create a process in which information is funneled through the strategic thinking of
managers and companies. This process is a cycle that must be repeated at various points in time in
order to understand the patterns created by the business's activities. Only then can a proper course of
action be determined by employing various tactics that comprise the overall strategy. This strategy
is then implemented in order to achieve the company's primary goals and objectives. The reason for
the process being repeated several times is to create either a long-term strategy or multiple short-
term strategies that will benefit the company in the long run.
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Figure no. 2. Link between Business models and strategies
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Source: Author’s own contribution based on literature review analysis

5. Conclusions

Overall, the paper has demonstrated the value of employing both business models and strategic
thinking. This was accomplished by analyzing the various sources of information provided by the
authors who had previously conducted research on the subjects mentioned above. The author then
extracted the most important characteristics of both concepts and demonstrated the linkage that can
be established between them using visual aids. To summarize the findings, strategic thinking is a
funnel through which business models must pass in order to see the bigger picture and contribute to
the company's goals and objectives.

The main limitation of the paper was that the research was only conducted through quantitative
means; however, this leaves room for future research on the topic in future writings.
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