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Abstract

This research intends to understand the impact of a strategic innovation on microfirm business model, and to analyse the organizational and strategic impacts of the changes created by such an innovation. Our research is based on Business Model approach (Johnson, Christensen, & Kagermannand, 2008), which recently proved its conceptual efficiency in strategic analysis. The survey is based on single case study about a French microfirm which is specialised in local economic news and legal advertisement. The results show that the company has reinvented his business model using IT and change the competition rules in the sector. Second, we highlight the difficulties encountered by the firm to implement IT. This conducts us to think about the double dimension innovation – adaptation of the business model in microfirm context due to the specificity of microfirm market. We also develop a discussion on the management of change. 
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Introduction

Microfirms (less than 10 employees) constitute more than 90% of European firms and are usually apprehended as reactive entities developing a simple use of information technologies (IT) (Thong, 1999). The purpose of this research is to analyse how microfirm can create a strategic innovation, by implementing IT and specific Information System (IS), which profoundly modify its business model and create a new competitive advantage. Despite technological innovations, many microfirms use IT to develop new means to create value, notably because they are easier to implement (Cragg & Zinatelli, 1995). This question is of interest because research on business model and on IS is mostly centred on big firms and much less on small ones ; Premkumar, 2003(Levy & Powell, 2000)
. Our research is based on the fact that such as big ones, microfirms have to manage challenges in order to modify the competitiveness conditions. 
The survey uses single case study method, and discourse analysis. The entrepreneur (owner), and two employees were interviewed. Some secondary resources (internet site, extranet) were also examined. To avoid biased conclusions due to single sources, we interviewed both manager and employees involved in the process. The method for data analysing was a thematic content analysis, permitting the classification of data.
Our research is based on Business Model approach (Johnson, Christensen, & Kagermannand, 2008), which recently proved its conceptual efficiency in strategic analysis. In a first part, we present this conceptual framework. In a second part, we expose the strategic and organizational characteristics of microfirms, and develop more specifically behavioural aspects regarding to information system and technologies. The results are divided in two main parts. First, they show that IS have permitted to reinvent the firm business model and change the competition rules. Second, results show the difficulties encountered by the firm to implement IT, for instance changing-resistance processes. In order to get round this internal problem, the firm developed outsourcing and strategic alliance. This conducts us to think about the double dimension innovation – adaptation of the business model in microfirm context due to the specificity of microfirm market. Indeed, the implications of research deals with strategic alliances. We also develop a discussion on the management of change. 

1. Conceptual background
1.1. Business model: framework
The concept of Business Model (BM) is not new in management research (Lecocq, Demil, & Vanessa, 2006). Academic research has been developed in the 1990’s (Kim & Mauborgne, 1998; Markides, 1997; Timmers, 2000) and BM is now a well-known concept. The key element is value creation, but BM also includes the factors enabling the firm to deploy valuable resources (Amit & Zott, 2001). Johnson et al. (2008) propose a synthesis of previous literature on BM and conceptualise the concept in four interdependent components (fig.1):
- Customer value proposition: this means a way to create value for customers, “that is, a way to help customers get an important job done” (p.52). By “job” authors mean a fundamental problem in a given situation which needs a solution. Once the job and all its dimensions are understood, including the process for how to get it done, the firm is able to design the offering.

- Profit formula: blueprint that defines how the company creates value for itself and provide value to the customer, including:

· Cost structure: direct costs, indirect costs, economies of scale,

· Revenue model: price × volume,
· Margin model: according to the expected volume and cost structure, the contribution needed from each transaction to achieve desired profits,
· Resource velocity: how fast the firm needs to turn over inventory, fixed assets, and other assets to support the expected volume and achieve the anticipated profits.
- Key resources: assets such as people, technology, products, facilities, equipment, channels, and brand required to deliver the value proposition to the targeted customer. The focus must be on the key elements which create value for the customer and the firm, and the interaction between those elements. 
- Key processes: processes that allow the firm to deliver value in a way it can successfully repeat and increase in scale: recurrent tasks as training, development, manufacturing, budgeting, planning, sales, and service. Key processes also include the firm’s rules, metrics, and norms.
These four elements form the BM of the firm. The customer value proposition and the profit formula define value for the customer and the firm, respectively; key resources and key processes describe how that value will be delivered to both the customer and the firm. The strength of the BM lies in the complex interdependencies of its parts. Major changes to any of these four elements affect the others and the whole (Johnson et al., 2008). 
Fig. 1:  Business model components
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Source: Johnson et al., 2008
Innovations in BM are numerous in several sectors: Apple’s Ipod, Gilette, Dell, E-bay, Ryanair (Johnson et al., 2008; Kraemer, Dedrick & Yamashiro, 2000; Chen, 2005). These innovations have totally transformed the sector and created billion dollar value. Even if these radical innovations remain rare, more classical innovations (technological or product/service) may modify the BM and change the rules of competitiveness (Anthony, Eyring, & Gibson, 2006; Govindarajan & Gupta, 2001; Hamel, 1998; Markides, 1997). Specifically in microfirms of traditional sectors, implementation of IT may create a significant change face to the competitors and constitute a strategic innovation.
1.2. Microfirm characteristics
Due to its size, the first characteristic of microfirm is its simplicity in structure and processes. This simplicity is illustrated by the weakness (or absence) of hierarchy, employees being directly attached to the manager. In this perspective, formalisation is rarely used and informal communication modes are largely privileged (Julien, 1990; Jaouen & Gundolf, 2009). Chapus, Lesca & Raymond (1999) show that small firms tend to develop personal and informal information networks with other small organizations.
Second, the small firm, and obviously the microfirm, is characterised by a structural lack of resources (McAdam, 2002), implying quantitatively limited means: human, financial, physical resources, time, commercial or financial competences, etc. But beside, microfirms develop specialty, concentrating their efforts on one privileged competence area. 
Third, firm development is extremely linked to the manager’s perceptions and representations, and his strategic behaviour is largely dependent on his ability to “read his environment” (Silvestre & Goujet, 1996): the more unreadable environment is perceived, the more qualitative dimensions and cognitive representations are important to qualify firm’s position. Authors showed that in numerous cases, most environmental actors of the enterprise are unknown or badly identified by this last. Thus, Rumelt (1981) shows that entrepreneurial strategic decisions are not always explicit and clearly formulated. On the opposite, they are often characterised by the absence of regular frequencies, uncertainty, and a no-return-point on engagements and investments, what may introduce a certain number of biases. In fact, Tyler & Steensma (1995) show that decision-makers only use a certain number of restrained information to decide about resource allocation. 
Finally, the short-term vision directly impacts the BM because the entrepreneur doesn’t have a clear vision of the value proposition or the profit formula. For instance, cost structure is often non or badly evaluated. The structural lack of resources implies that the key resources and competences are often those of the entrepreneur, all the more so he holds all the key processes the firm has to implement. Indeed, specific characteristics of microfirm directly impact BM construction, but also create specificities in information systems (IS).
1.3. The specificity of IS in microfirms
Some specific literature on information systems in SMEs analyse the effect of IS on firm flexibility (Powell, 1998), the strategic role of IS (Levy & Powell, 2000), the specific models of IS implementation (Thong, 1999) or e-commerce (Poon & Swatman, 1999). 
These researches show that they are subject to access and use restrictions of information, not only on a technical point of view (costs, and information findings difficulties), but also and primarily, as far as cognition is concerned. In fact, decision making is largely related to managers’ capacity to treat and exploit available information. In this perspective, Chapus, Lesca & Raymond (1999) show that small enterprises tend to develop personal and informal information networks with other SMEs. In this way, they are able to perceive signals sent by their environment, and are thus more up to date of eventual evolutions. The other constraints in accessing and using information are (Chapus et al., 1999): lack of qualified employees (for technical information or needing particular competences), lack of time, lack of experience, and management style (often informal).
Barlette (2008), and Boutary (2008) add that investments in IT are rarely in-phase with the strategy. Moreover small firms are less well-equipped in technologies and do not have the financial resources to recruit an expert employee. Barlette shows that SMEs are confronted too substantial risks concerning IS: lack of knowledge and technical support, inappropriate software and material, obligation to use external resources, insufficient financial resources.
This literature review presents the concept of business model and shows the organizational, strategic and IT specificities of microfirms. This research intends to understand the impact of a strategic innovation on the microfirm business model, and to analyse the organizational and strategic impacts of the changes created by such an innovation. 

2. Research method
2.1. Collected data
This research is exploratory and qualitative. The chosen research method is the single case study. The main interest of this method is the possibility to explore, to understand or to explain a composite reality with dense contents (Yin, 1994). Using case study method permits to study profoundly and in an intensive manner one or several situations in one or several organizations (Evrard, Pras & Roux, 1997). Furthermore, contrasting to other empirical research methods, case study allows experimental or action-based researches, to discover new problems and to make phenomenon intelligible. In fact, according to Yin (1994), a case study is an empirical survey which studies a phenomenon in its real-life context, where limits between the phenomenon and context are not clearly obvious, and in which multiple source of information are used. Case studies are generally used to apprehend complex phenomenon. This method authorizes fine analyses in terms of processes, and permits to obtain theoretical models that are integrative, but also which results are seized easier (De La Ville, 2000).
The data was collected through semi-directive individual interviews; the purpose was to accumulate discursive data reflecting the conscious and/or unconscious mental universe of interviewed owners. To do so, we used a pre-structured interview guide (Grawitz, 1996). The themes were identified through the literature and were used as a framework for the construction of a semi-structured questionnaire: 

- General information about the business, history and descriptive data on the firm, 

- Customers, suppliers, direct and indirect competitors, sources of profit, cost structure, differentiation strategy and behaviour of the competitors face to the changes on the sector,

- IS and IT evolution: phases and modalities, current technologies, impacts on organization and customer relationships, IT projects.
The interviews were recorded in order to make the collected data exhaustive and thus more reliable, permitting thinner content analyses. Finally, to avoid single source biased conclusions, we have interviewed both the owner and two employees, compared their speeches in order to reveal eventual discrepancies, and to make thematic discourse analyses. A certain quantity of secondary data, like enterprise’s internet sites, catalogues, etc. was also integrated in the study.

2.2. Case study ‘Infotop’
Established since September 2003 in the South of France, Infotop is a weekly newspaper specialised in local economic news and legal advertisement: call for tenders, auctions, firm creations, dissolutions, transfers of head offices, etc. Paul, a 35 year-old manager, has created and manages this company of nine employees. Infotop achieved to take a lead in both a competitive and threatened sector (France is the last European country to practice the legal advertisements on print media without obligation to dematerialisation and e-publication). With eight direct competitors, all characterised by an absence of strategic innovation, Paul quickly acquired the position of leader thanks to a strategy of differentiation based on a content of local economic information and an exhaustiveness of all the legal announcement of the region. Indeed, the legal advertisement sector is very traditional. It is founded on a weekly written press and the editorial content of the newspapers is not of importance because the revenue is guaranteed by the obligation for the firms to display legal announcements at several stages of their lifecycle. This sector saw a real rupture with the strategy of Infotop, which has anticipated the national market evolutions in 2007. The government decided to dematerialise public legal announcements (public offers), and Infotop implemented an IT enabling the diffusion of legal announcements on Internet. The firm also set up an Extranet for the customers and a new IS modifying both its customer value proposition and its profit formula. Paul quickly acquired 30% of market share and has currently three categories of customers: (a) lawyers, notaries and public accountants who are the main legal announcement purchasing advisors; (b) public institutions (town halls, hospitals, regions…) for call for tenders and public markets; and (c) private firms or other institutions for ads.
All the competitors develop a quite similar business model, such as Infotop at the beginning, before the implementation of the IS (see Table 1). Paul explains: “we could have imitated the competitors and published only a basic content [the rule imposes 3 to 4 text-page editorial content in order to get the authorization to publish legal announcements]. But this is not of interest for the reader! My main competitors have 15 to 20% of market share and a low production cost but they are very vulnerable because our sector is changing and they don’t anticipate that”. The following table shows the business model of Infotop before its IT implementation and its competitors.

	Business Model of competitors and initial BM of Infotop

	Customer value proposition

	· Target customer
· job to be done
	· legal announcements prescribers and public institutions
· publish in an empowered newspaper  the legal information of enterprises lifecycle, call for tenders and auctions

	Profit formula

	· revenue model
· cost structure
· margin model 
	· price of announcements determined by legislation
· low edition and publication cost, low investments in the editorial content
· monopoly rent 

	Key resources and processes

	· people
· technology
· products 

· equipments 

· brand
· processes 

· rules and metrics
	· few qualified employees, the key resource is the manager and its ability to develop his network and relationships 
· print media technology, announcements received by fax  

· weekly newspapers in local edition 
· minimal equipment: computer (not always with Internet), fax

· non valorized brand (newspaper title)
· traditional process
· “paper” culture 


3. Results and discussion
3.1. IT, innovation and business model 
Infotop reinvented the business model of legal announcements with success. The owner also said “with an unexpected success due to our position: [we have been the] first to create a media entirely dedicated to business, it was precursor and it has responded to a latent need to match the changing environment”.
The introduction of the new business model has been offering new services to traditional clients in the sector (prescribers of announcements) and to new customers (institutional and advertisers) and relied on establishment of an extranet for customers and a particular website. This strategic choice has been guided in particular by anticipating future legal trends in the area of legal announcements. Thus, the owner said that “there are large groups of players in legal gazette at the national level [...] and in 5 to 7 years there will be predictable dramatic changes”. The strategy has consisted in establishing a “sufficient growth to reach a critical size to develop effective internal tools [and] spread certain costs on different media”. By simultaneously adopting a strategy of diversification (multiplication of published titles, five titles published in 2009) and differentiation (by the dematerialisation of announcements and information via the Internet), Infotop has created a new business model and changed its competitive positioning.
The first IT project consisted in setting up an extranet for the collection and publication of legal announcements, this being one of the key processes. It was established in the first months of existence of the company as follows: “to recover advertising customers (lawyers, notaries, accountants), what can induce them to work with us. Usually when a lawyer, for instance, has an announcement to publish, a fax is sent to the newspaper, buffered by the newspaper and returned to the customer (which certifies the issue), so he can make the legal declarations needed. However, it poses the problem of faxes sent during the weekend or after 18pm. For those who want the certificate quickly (and it is one of the criteria for choosing a newspaper), it can be tricky. So, we developed an extranet site accessible with secure password that allows them to have a quote online, an easy input of the announcements, and a proof of publication filed online. [...] No local competitor has responded on this point, but on the national level, some have set up platforms and turned into electronic form all types of announcements to avoid computer input problems”. 
The second part of the reinvention of the business model of Infotop has been the development of a website. The owner mentioned a “shift to Internet in press information for online businesses, by the development of a website [...] to get new customers for legal announcements”. The site is “a copy online of the paper magazine with real time updates [...] to generate traffic on the website. The website has currently 150 visitors a day and a very good ranking on Google because it has real content production. So, not only is it well referenced, but also we have a real proposal to give to our advertisers and institutions who wish to communicate about the life of their cities for example”. Thus, the value proposition to the customer has been totally changed. Similarly, the revenue model has been reinvented as the company passes from legal announcement as a key source of income to advertising via the website. The table below shows the new business model developed through specific IT and information system. The firm was able to generate increased market share of over 10% in a few months.
	 New Business Model of Top Info 

	Customer value proposition

	 Extranet
· Target customer

· job to be done 
· offer

	· legal announcements prescribers 
· publish instant legal announcements available anytime
· production of editorial content: economic information

	Internet
· Target customer

· job to be done 
· offer

	· institutions, advertisers

· for institutions: communication about the lives of communities and provide information and news on the South of France, updated in real time
· For Advertisers: creative content production and therefore traffic visibility for their ads

	Profit formula

	 Extranet
· revenue model
· cost structure
· margin model
	· price ads, prescribers ‘subscription to the extranet

· initial cost of low investment, automation of the tool that mobilizes the workforce once per week for billing
· differentiation, margins generated by the subscription 

	Internet

· revenue model

· cost structure
· margin model
	· Prices ads, advertising on the Internet, prescribers’ subscription to the extranet
· initial cost of low investment, economies of scale by dissemination of information on multiple media (paper, Internet, several titles)
· differentiation, margins generated by advertising, and indirectly through institutional advertisements that pass through the communication of their information via the Internet 

	Key resources and processes

	· people
· technology
· products 
· equipments 

· brand
· processes 
· rules and metrics

 
	· development of specific internal skills (in particular computer graphics)
· extranet and internet
· Advertising, legal announcements, newsletters subscribe on about procurement announcements 
· Blog, CMS
· brand development 
· new architectural value, 

· Culture of innovation and business development


3.2. IT, adaptation and business model 

The case study also shows us the difficulties of setting up two major IT projects and their alignment with the new business model. This is also where we can recognize the characteristics of microfirms and their relationship to IS: difficulty of acculturation to new technologies, effect of magnifying the problems, and outsourcing of strategic functions. This is apparent at two levels: in terms of customers, and internally.

3.2.1. External adaptation 
Regarding business customers, such as notaries or lawyers' offices, the proposed innovations have sometimes been too much precursor. Thus, the owner says that “sometimes, customers are not well equipped and not very familiar with technology. Since the implementation of the extranet, a commercial has tried to develop this media but the results are quite mixed. I think it was launched too early; our customers [all microfirms] are for the most part poorly equipped. Some customers tell us 'I do not want to work with you because I need to reconfigure the fax number to send the announcements and we do not know how to do [...]!' On the opposite, those who use the tool do not want to change, they are delighted with it. For us, they are faithful customers. Currently, the reception of announcements is as follows: 20% via the extranet, 60% by email and 20% by fax. Thus, while the extranet tool provides a service both faster and more efficient, the customers remain relatively slow to adopt this new mode of operation. The customers are indeed very small companies and very traditional, with very little culture of communication technologies and information (lawyers, notaries, etc.).
Finally, this case study illustrates the difficulties of implementing new IT in microfirm: poor IS knowledge and culture (i.e. customers in this case), no internal IT skills, and tendency to “tinker” with IS implementation (Ferneley & Frances Bell, 2006). But the difficulties are also internal to the company.

3.2.2. Internal adaptation 
The major problem encountered by Infotop on the internal level is resistance to change. Indeed, the owner put in place the tools without explicit training for employees. However, some of them had limited computer skills. The owner was confronted with a phenomenon of resistance from one of the employees. This shows the second specificity of microfirm, called magnification effect (Torres, 2003). This means that any problem that can be easily managed and absorbed by a large company (in this case the resistance to change of an employee) can provide a blocking factor in small ones. The relative importance of staff multiplies their impact. In this case, one employee out of ten who poses problem implies that 10% of the workforce resist to the change, while in a large company that ratio would be significantly diluted. The owner says: “The establishment of the internal IS has been quite problematic. It is true that I have not taken time to explain how it worked so it seemed easy to me. But some employees have thought that there was insufficient training and communication, and refused to use the IT... For example, for the main news writer of Infotop: “The change was important for her, because we needed to have a day-to-day content and not all the articles two hours before the paper closure as before”. He adds “even if she has news to publish regularly, she continues to send them on Tuesday and then the following Tuesday. She doesn’t get involved in the just-in-time process I implemented with Internet”.
To solve this involvement problem and the lack of internal skills, Paul decided to outsource the management of tools (use of Web 2.0 technologies) via a strategic alliance with a computer scientist: “With the arrival of this computer scientist [to whom he rents an office] and the advent of technology blog and CMS (Content Management Structure), we were able to create an online media that runs without needing internal skills. This illustrates the third specificity of microfirms: the structural lack of resources and/or competences can lead the manager to outsource core functions through strategic alliances (Jaouen & Gundolf, 2009). Microfirm can guarantee its development (and in this case its business model evolution) by accessing to external resources at lower cost than through a recruitment.
Finally, the results show several specificities of microfirms and IT: importance of the owner, magnification effect of situations (the introduction of an IT can profoundly change business model, as the resistance of a single employee can block the process), and reliance on strategic alliances in key functions. These results corroborate those of Cragg & Zinatelli (1995) for the three key issues of IS in SMEs: the inadequacy of established technologies (in this case it concerns customers), lack of internal technical expertise, and insufficient management attention to IS. Earlier results show that the evolution of IS is influenced by the enthusiasm of the owner for technology, whereas the inhibitors are inadequate resources and limited education, including the IS (Cragg & King, 1993). The adoption of IT is strongly dependent on the characteristics of the owner (especially his IS knowledge and his innovative character), the characteristics of IS innovation (relative advantage, compatibility and complexity of IS) and organizational characteristics (size of the company and knowledge of IT employees) as outlined Thong (1999). 
Conclusion

This single case study research puts into light some important results on IT and strategic innovation in microfirms. On the one hand, the implementation of IS can allow them to build a new business model and significantly modify both the value proposition, value architecture and profit formula. It also enables the company not only to survive in a declining industry, but also to provide new opportunities for development. On the other hand, this research shows specific processes and difficulties that microfirm may encounter when setting up a new IT: resistance to change, whose impacts are exacerbated by magnification effect, and use of strategic alliances to fill in the gaps of internal resources, even on key functions.
These results are consistent with Ferneley & Bell (2006) who proposes that the notion of tinkering of Weick (2001) is a useful concept for understanding the implementation of IS in microfirms. The notion of tinkering was defined initially by anthropologists (Levi-Strauss, 1966) as the innovative use of existing resources. The notion has been recently applied to the use of IT at the operational level (Ciborra, 2002), but literature also suggests that this opportunistic tinkering and improvisation can be experienced in strategic action (Baker & Miner, 2003; Moorman & Miner, 1998). Tinkering then requires organization and trust among users, developers and managers as the business model evolves.

This research is based on a single case study and has of course a set of limits to the generalization of results and formulation of proposals. However, its primary purpose is to show that the implementation of information technology requires a particular process in the context of microfirms, i.e. integration of the customers during all the process, and recognition of internal stress. 
In microfirms, changing the business model through IS should be accompanied by a follow-up both internal and external with customers. Indeed, the company must also consider that its employees such as its customers may not have the technological culture needed. Thus, the new value proposition should include “training” for employees and customers, or at least “acculturation” to the technologies. By this way the value architecture (key resources and key processes) and the value proposition for the customer can evolve simultaneously, allowing a successful change of business model.
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