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Abstract

The European Union (EU) Directive 51/2003, “Modernisation of Accounts,” together with the recent issue (June 2009) of the International
Accounting Standards Board (IASB) Exposure Draft (“the draft”) on management commentary, attest implicitly to the narrative power of the
“Business Model” concept, stressing its role in garnering forward-looking information and its relevance for financial reporting. According to the
draft, if listed companies want this narrative report to be decision-useful for present and prospective capital providers, they will soon have to
include much more information related to their own business model within the management commentary (Relazione sulla Gestione in Italy). The
business model concept has gained a large popularity over time, despite its lack of a generally accepted definition. In brief, the business model
describes how a company has configured its structure (in terms of processes, resources, and competences) in order to create and capture value in
its own competitive context; for this reason, it is doubtless a high-end non-financial piece of information for firms, analysts, and investors.

Against this framework, the paper investigates the extent to which Italian listed companies are acquainted with the business model
concept and whether they voluntary disclose it by performing the qualitative analysis of their annual reports. The resulting analysis reveals that
the vast array of meanings associated with the business model concept complicates the value-relevance of this high-end non-financial piece of
information. Finally, this ambiguity results in both a “cognitive” gap (the lack of a business model definition) and in a “technical” gap (a lack of
guidelines) which companies must address when reporting on their own business model.

To our knowledge, this is the first study in the field of financial reporting which investigates voluntary business model disclosure within
financial statements. It intends to offer a useful insight into the current disclosure behaviours of Italian listed companies; this can be helpful for
security regulatory and accountancy bodies, complementing the IASB’s guidelines for a fair representation of business model within the future
management commentary.

1. Research Background

In the last three decades, the standard-setters and financial market authorities of the most developed countries have gradually enlarged the
content of the narrative information that must be disclosed within the company’s annual report (Di Piazza & Eccles, 2002). When examining this
kind of information, one may notice that, as far as the competitive context has become more dynamic and complex, disclosures always have
attempted to delineate entities’ patterns of future growth¯drawing increasing attention to strategic matters as well as expected results (Avallone,
2008). In this way, entities strive to better meet the needs of various stakeholders, especially investors (Bradish, 1965; Buzby, 1974; Cerf, 1961;
Chow & Wong &Boren, 1987; Meek & Roberts & Gray, 1995; Stanga, 1976). Investors, in fact, when interpreting the strategic framework of an
entity, use these materials to make the necessary assumptions while preparing the forecasted pro-forma financial statements they will use to
measure the fundamental value of a company and determine the target price of its stocks.

Obviously, the ways in which one may communicate such information can be different (Holland, 1998; Beattie, 2007). However, the
financial statement is surely a privileged document.

Relevant studies, in fact, have shown that financial statements are one of the primary sources of information used by analysts when
making investment recommendations (AIMR 2002; Botosan, 1997; Knuston, 2002). Moreover, the importance of financial statements is also
underscored by association studies (Beattie, 2005; Beaver & Lambert & Ryan, 1987; Easton & Harris, 1991; Dechow, 1994; Feltham & Ohlson,
1995; Holthausen & Watts, 2001; Kothari, 2001; Strong & Walker, 1993). Association studies attempt to identify the value relevance (Barth &
Beaver & -Landsman, 2001; Healy & Palepu, 2001; Holthausen & Watts, 2001) of certain pieces of information and verify the existence of a
relevant association between certain pieces of information and the market value of a company over time (or the returns of its stocks in the long
term). Dealing with long periods of time and remaining indifferent to matters relating to the timeliness of disclosures, these studies see the financial
statements as the main source of information, despite the fact that it may not be the most timely.

Other studies, then, have empirically demonstrated the existence of a direct correlation between the level of disclosure embedded within
the financial report and the level of communication disclosed by different means (Lang &Lundholm, 1993; Botosan & Plumlee, 2002). Moreover,
financial reports provide irreplaceable background information for less informed investors, especially foreigners (Lev, 1988).

These circumstances have gradually enlarged the operational body of the financial statements, turning them into a financial report or
business report where rich narrative reports accompany primary financial statements and notes.

1 Corresponding author, e-mail luca.bambagiotti@unifi.it, University of Florence, Department of Business Administration, Via delle Pandette 9,
50127, ITALY.
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In order to facilitate this new style of reporting, financial market authorities and standard-setters (SEC, 1981; ASB, 2005; CICA, 2005)
have widened the content of narrative reports by making mandatory types of information which companies used to communicate only on a
voluntary base, and sometimes only privately (Coval & Moskowitz, 1999; Haley & Palepu, 2001; Kanna, 2004; Lev, 1988; Young & Guenther,
2003).

This background can frame an interpretation of the requirements embedded in the European Directive 51/2003 (Modernisation of
Accounts). Article 14, especially, enlarges the amount and types of information that firms must reveal in the narrative report, asking for the
inclusion of indicators pertinent and relevant for the fine interpretation of a firm’s performance. This regulation emphasizes the distinction
between lag and lead performance indicators. As a matter of fact, it not only increases the number of those financial indicators (lag) commonly
used within financial reports and capital markets (Epstein & Palepu, 1999), but stimulates the presentation of non-financial indicators (lead) as
well, (Kaplan & Norton, 1992); thus this provides a joint narrative explanation of a company’s annual report that enables both investors and
stakeholders to see the company through the eyes of management and formulate their forecast (Beattie & Pratt, 2002; Coleman & Eccles, 1997;
Eccles & Phillis & Richards, 1998; Lev & Zarowin, 1999).

Doubtless, to fully exploit the principle of management’s view, which dates back to the Management’s Discussion & Analysis (MD&A)
requirements of the SEC (1981), indicators must be both selected and read in the light of the framework of strategic choices pertaining to a
company, which, in turn, finds its comprehensive and summarizing expression in the business model concept.

It is not by chance that the IASB, in its last exposure draft on management commentary (June 2009), asks for strategic and forward-
looking information. Examples of this kind of information include such issues as the nature of the business, its resources, and its risks and
competences—all of which can be easily associated with the business model concept. Also, worldwide, many professional institutions, consultancy
bodies, and standard-setters have issued over time a number of documents  asking for the inclusion of similar information within narrative reports
(SEC, 1981; ASB, 2005; CICA, 2005; FASB, 2001; PW&C, 2002).

However, the vast array of meanings that can be associated with business models nowadays have turned it into so ambiguous a concept
that listed companies may not have a clear idea of what to disclose in order to give a basic representation of their business model. This poses many
difficulties, because soon these companies will be asked to comply with the IASB’s disclosure requirements about management commentary,
nullifying EU efforts of “modernisation”.

According to this framework, the main task of this study is to address the following research question:
Research question – To what extent (“if and how”) do Italian listed companies communicate their business model in their annual report?
A useful starting point for this study is the identification of the current level of business model communication and the development of

an understanding of the extent to which companies are acquainted with this concept.  From this information, the research team shall develop
guidelines that might:

i. help managers disclose the appropriate kinds of information in the most efficient and standardized possible manner in order to
comply with the IASB’s and EU’s indications and requirements;

ii. offer Italian security regulators and accountancy bodies an insight into current companies’ disclosure behaviours, which may
complement the IASB’s guideline for a fair representation of the business model/financial information within the future management
commentary;

iii. foster academics toward a generally accepted definition of “business model” and an identification of its main areas;
iv. give analysts and capital providers the chance to obtain a more decision-useful forward looking narrative report to better interpret

and evaluate current and prospective firms’ performances.
In order to address the above research question, this exploratory survey is articulated as follows. Section 2, the literature review, collects

and examines various contributions on the topic of the business model with the aim to refine the term’s meaning and identify its main areas and
relevant elements in order to perform a comparable analysis. Section 3 presents the research design, methodology, and sample of analysis—which
has been accomplished using an in-depth analysis of 111 annual reports. Finally, Sections 4 and 5 detail, respectively, the results of the analysis
and offers some concluding remarks.

2. Literature Review on Business Model

The term business model refers to a concept which is frequently cited but not well defined at all despite its growing use in the language
of the international financial and academic communities. Also, the IASB referred directly to the business model concept in its discussion paper
on management commentary, citing it as one of the forms of required information to be included within the section dedicated to the “Nature of the
Business”, although the term has not been used within the later Exposure Draft:

“The quantified data might be accompanied by narrative, setting out management’s rationale for operating in this industry as well as its
business model.”2

“A description of the business is essential for an investor to gain an understanding of the industries and markets in which the entity
operates. This includes its segments, products and services, business model and processes, distribution methods, the business structure including
the main operating facilities and their location.” 3

A closer look at the term business model, in fact, reveals that it is not a new concept at all. Its origin probably dates back to Normann’s
essay, Management for Growth (1979), which puts forward the concept of the business idea. In fact, the business idea is described as the unifying
principle of a complex pattern of elements which ultimately describes where an entity operates, what kind of product or system it delivers, and

1 IASB (2005), Discussion Paper: Management Commentary par. 115
2 IASB (2005), Discussion Paper: Management Commentary, App. A – Proposal for an management commentary standard par. A31.
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how it reaches its competitive advantage in a defined business segment—that is, which resources and internal conditions permit the entity to 
create and capture value. To use Normann’s words, the business idea “expresses concrete conditions existing in a company; it describes the 
company’s actual way of functioning, its organization, its actors, processes and strategies or as sometimes is said quite disrespectfully how a 
company makes money”.

However, the term “business model” has appeared in management vocabulary only relatively recently. It first came into popular use in
the late 1980s, after many people had gained experience with personal computers and spreadsheet software. Thanks to these digital innovations,
entrepreneurs and analysts found that they could easily “model” the costs and revenues associated with any proposed “business”. Probably, pro-
forma annual reports were the primary documents of business modelling (HBSP: 2001). In any case, the popularity of this term increased
significantly with the mid-1990s “dotcom” fever, when companies of all sorts as well as several industries relied on this concept to attract
funding. The media’s use of the term certainly enlarged this phenomenon. Within major magazines and journals, only one article in 1990 used the
term business model three times or more; w by 2000, however, well over 500 articles fell into that category (Shafer et al., 2005). With reference
to Italy, a preliminary survey of the online database of the main Italian financial newspaper (Il Sole 24 Ore) indicates that, in the period 2005–
2009, an increasing number of hits (254 in 2005 versus 316 in 2009) for the term Modello di Business, the Italian phrase for business model.

Starting from the mid-1990s, the business model concept has become quite a fashionable matter of discussion, which researchers have
striven to unpack. These efforts have led in several directions—either into its definition, and/or the identification of its elements, and/or the
classification of its various typologies—but none of these has been generally accepted. Meanwhile, however, its vast and ambiguous meaning has
created such confusion that many managers, when interviewed about this topic, have been unable to explain exactly what the term business model
means and which specific business model runs their company (Linder et al., 2001).

The review of the existing literature from the past several years (1998–2006) reveals a large number of definitions for business model
(Timmers, 1998; Weill & Vitale, 2001; Hawkins, 2001; Rappa, 2001; Elliot, 2001; Amit & Zott, 2001; Afuah, 2004; Osterwalder & Pigneur, 2002;
Linder & Cantrell, 2000; Hamel, 2000; Petrovic et al., 2001; Applegate, 2001; Hamermesh et al., 2002; Magretta, 2002; Stahler, 2002; Shafer &
Smith, 2005; Morris et al., 2005). The analysis of these scholars confirms the lack of consensus about this term¯with strongly articulated
definitions on the one hand, and on the other, simple definitions that encourage an immediate conceptualization of the term. The lack of consensus
may be due, in part, to the fact that this concept has been addressed from very different points of view—all of which have found a connection
to the term (strategy, e-business, technology, information technology) (Shafer et al., 2005). Such a variety of definitions has led to the development
of numerous different elements, all of which have been associated with the concept of the business model (Pateli, 2002).

A review of the literature details that, considering all the aspects to which the term business model can refer, trying to define “business
model” both concisely and comprehensively is not an easy task. One risks either giving such a general definition that the result is murky at best
(Porter, 2001), or one includes too many elements in it, resulting in a definition that is not only unclear, but also difficult to understand and
communicate.

With reference to the field of financial reporting, finding a definition for the business model concept actually loses importance. Rather,
what matters most is not to provide a new or the best possible definition for business model; instead, one must grasp the concept with a gradual
approach that both rests on its intrinsic meaning and takes advantage of the previous contributions to this topic. The aim is to identify a set of
meaningful elements which will allow the true and fair disclosure of a business model, thereby providing a framework within which one may better
understand the lag and lead indicators that, according to the regulator¯the EU, and the accountancy body¯the IASB, create the foundation level
of a decision-useful narrative report.

According to this gradual approach, conceptually, a “model” is a pattern, plan, representation, or description designed to reveal the
structure or workings of an object, system, or concept existing or planned4 . When “model” is associated with the word “business”, one may infer
that this indicates how an enterprise works¯which, in turn, refers to the set of strategic choices that produce the current performance of an entity
in any given moment of its life cycle. According to various authors (Hawkins, 2001; Afuah, 2004; Osterwalder & Pigneur, 2002; Applegate, 2001;
Hamermesh et al., 2002; Shafer & Smith, 2005; Morris et al., 2005) explaining the practical consequences of those strategic choices means
describing how an entity has configured its processes in order to create and capture value within its specific competitive context. Such an abstract
expression helps one get in touch with the essence of the business model concept, yet it is not enough to point out only the relevant elements
which can facilitate its disclosure. An in-depth keyword analysis of the following expressions can help accomplish this task:

A. processes configuration;
B. value creation and capture;
C. specific competitive context.

A. Processes configuration.

Literally, “configure” means to assume a layout, while a “process” is a set of linked activities. Every single “activity” is the exercise of
an ability in a suitable environment, that is, having the availability of the necessary resources. The reiterated exercise of an ability in a suitable
environment produces an accumulation of experience that originates a specific competence. From this point of view, configuring processes means
to establish both the set and the sequence of activities, and, along with them, the resources and competences to be used in order to achieve the
desired result.

Obviously, the configuration is functional to the desired result (a product, a service, a Web content, etc.) and to the value of the entity
intended to embed into it.

Thus, the configuring processes call for taking into consideration:
· the value proposition;

1 See the Wikipedia online encyclopedia for the terms “model” and “business”.
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· the process of value creation;
· the sequence of activity;
· the necessary competences and resources.

B. Value creation and capture.

The configuration of the processes stems from the essential purpose of any firm: to create value in order to satisfy a need. Creating value
in order to fulfil a need, however, is not enough if the firm is not able to capture a portion of the value created to feed its processes again. A firm,
in fact, is not a speculative “one-shot” business, but rather a long-lasting institution¯one which should be able to prosper over time.

For this reason, the economic aspect of an enterprise cannot be ignored. In other words, to start an enterprise means to originate an entity
able to satisfy a need in an economic manner, which means generating money. This therefore implies a need to identify not only the final consumer,
but also the way to deliver to him the value created, the typology of the contract used to dispose value, and the usefulness of executing some
additional services in order to improve the offering. Thus, capturing value calls for taking into consideration:

· final consumers;
· distribution channels;
· contracts used to dispose value;
· availability of additional services.

C. Specific competitive context

The configuration of the processes is based on the value a firm intends to produce and offer. This goal not only implies the identification
of a set of activities, but even which activity to perform directly. For each activity, then, one must recognize the indispensable resources and
competences.

Both process configuration and value capture force firms to seek various actors among those operating in their environment, in order to
obtain the necessary resources to set up processes (suppliers) as well as the missing competences (co-makers). Often, then, a company can rely
on firms producing complementary products by setting special agreements (complementors). Furthermore, it may be useful to create alliances
with specific operators (allies) if the offering has some peculiarities, for instance, maximum delivery times. In the end, processes configuration
should turn into the search for subjects operating in the same context; this can improve and strengthen the process of value creation and capture.

The keyword analysis underlines at least four main areas which deserve attention when discussing the business model concept. These
areas are: Value Proposition, Processes, Offering, and Relationship. Each of these can be addressed by numerous relevant elements, and therefore
may be represented with different level of details. The business model, in fact, can be viewed as a magnifying lens through which one may look
at a company: the number of disclosed details depends on how far the lens is placed. The appropriate distance is a function of both the document
and the circumstance which creates a for this kind of information.

In this regard, the IASB provides some assistance; in fact, a management commentary prepared in accordance with the IASB’s guideline
falls within the boundaries of financial reporting, therefore a business model disclosure embedded in it will be within the scope of the conceptual
framework for financial reporting. This means that such a kind of disclosure must take into account understandability, among other qualitative
characteristics which make financial information decision-useful. To reach understandability, conciseness is essential; overwhelming users with
unnecessarily lengthy narratives or unnecessary information may rob even relevant and representationally faithful information of its decision-
usefulness (IASB, 2006).

With these premises, the following information on the four main areas of the business model is considered the basic level, assuring a fair
and understandable disclosure of the business model of an entity in a concise but organic manner. This information will be taken into consideration
in the qualitative analysis of selected annual reports (Figure 1).

Figure 1: Business model areas, basic elements and related attributes.
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Value Proposition

· Q. «quality», information regarding the quality of the product/service which allows its collocation in a definite market segment (high-
end, low-end, etc.);

· P. «peculiarity», information regarding the originality of the product/service “in space”, meaning those attributes that differentiate
the product/service with reference to competitors, but are not able to defend it from imitation (technical peculiarity, brand image,
design, innovativeness);

· U. «uniqueness», information regarding the originality of the product/service “in time”, meaning those attributes which differentiate
the product/service with reference to competitors and that is able to defend it from imitation (patent, registered mark, license
agreement).

Processes

· A. «activities», information regarding the sequence of activities the firm performs in order to obtain the product or the service, with
the indication of key-activities and, among these, the ones in outsourcing;

· R. «resources», information regarding resources employed during activities, with the indication of key-resources and of their degree
of availability;

· C. «competences», information regarding competences necessary in order to perform activities with the indication of key-competences
and, among these, the ones in outsourcing.

Offering

· M. «modality», information regarding the typology of contracts that are set in order to earn revenues (sell, right of utilization, etc.);
· S. «services», information regarding additional services that can be offered together with the main product in order to improve the

offering;
· D. «distribution», information regarding the distribution channels that the firm exploits in order to deliver the value created (direct

sales, DOS, business-to-business, business-to-consumer, wholesale, Web site, etc.)

Relationships

· S. «suppliers», of resources, competences, or activities within the process (co-makers included), and relative strength/weakness
with respect to the entity;

· P. «partners», considering those able to foster the demand of company’s product/services (complementors) and those able to
improve the offerings in relation to some type of agreement (commercial partner) and relative strength/weakness with respect to the
entity;

· C. «customers», especially different typologies and those with whom a company has a long lasting supply contract, and their
relative strength/weakness with respect to the entity.

3. Research design: methodology and sample of analysis

This study has been accomplished using a qualitative analysis that takes into consideration the annual reports of a panel of Italian listed
companies. The qualitative analysis has been performed with a content analysis (Krippendorff, 1980; Hackstone-Milne, 1996) of the annual
reports for the year 2006.

In order to verify the extent to which available information on the basic elements of the business model permits its fair representation, the
phrase has been chosen as unit of analysis. Indeed, this unit of analysis is considered more “sound” with respect to possible others in the studies
on voluntary disclosure (Hackstone-Milne, 1996). Precise rules, therefore, have been defined for the codification of the information within the
annual reports¯a critical prerequisite for a content analysis. Researchers have complied with these rules; various tests to check if the researchers
were able to codify the same information equally and assign the same score were performed. These tests have allowed the research team to both
refine the codification criteria and improve the behavior and coordination of researchers so that Krippendorf’s alpha coefficient is at least 0.75
(Milne-Adler, 1999). The same tests have also been conducted on a sample of annual reports after the analysis had been completed.

The concept of the business model was initially developed during the literature review through the keywords analysis; this process has
resulted in a useful guideline for use in the qualitative analysis. The existence and completeness of information about the basic elements of each
of the four main areas which describe a business model has been measured using a four point scale:

0 points = no information is present;
1 point = basic information with no details;
2 points = some details are given;
3 points = full details are given.
The assignment of a score (maximum possible score = 12 elements * 3 points *# of companies) is not a basis upon which to pass

judgement about the single business model under examination or its competitive advantage. In fact, in accordance with the main tasks of the
research, the analysis seeks to clarify the extent to which annual reports address the business model, rather than determine the validity of a
particular business model.

Companies submitted to analysis are those listed in the STAR and Blue Chip segments of the Italian Stock Exchange (ISE). STAR’s and
Blue Chip’s (S&P MIB) companies, indeed, are an ideal panel with which to examine mandatory and voluntary financial and non-financial
information that Italian companies disclose to the market due to the requirements of ISE. STAR’s companies, especially, commit themselves to
comply with rigorous transparency rules.

Volume 8, Number 1, Spring 2013 31

Oxford Journal: An International Journal of Business & Economics



A total of 111 companies are reviewed in the study.  Their annual reports were downloaded from the investor relation sections of their
Web sites.

4. Results of the analysis

Tables 2 and 3 illustrate the pattern of analysis which includes the relevant business model elements selected during the literature review
(Figure 1). Using data from the analysis, the following conclusions can be drawn.

The annual report provides little information about the 12 main elements of a business model. In fact, in comparison with a maximum
possible score of 3.996 points (12 elements * 3 points * 111 companies) the 111 companies in the sample realized a total score of 480.

Of the four main areas of the business model, the area which receives maximum attention is the Value Proposition, the one that receives
the least attention is Offering:

1. Value Proposition, 141 points (104 STAR + 37 S&P Mib);
2. Processes, 111 points (73 STAR + 38 S&P Mib);
3. Offering, 108 points (63 STAR + 45 S&P Mib);
4. Relationship, 120 points (66 STAR + 54 S&P Mib).

Table 2: Results of the Analysis on STAR’s Companies

STAR’s Co. (#71) 

VALUE PROPOSITION PROCESSES OFFERING RELATIONS 
Q P U A R C M S D S P C

SCORE 51 27 26 30 23 20 20 11 32 9 24 33 

TOTAL SCORE 104 73 63 66 
* The single letters included within the table refer to elements relevant to the business model (see Figure 1).

Table 3: Results of the Analysis on S&P MIB’s Companies

S&P MIB’s Co. (#40) 

VALUE PROPOSITION PROCESSES OFFERING RELATIONS 
Q P U A R C M S D S P C

SCORE 25 11 1 1 15 22 7 9 29 18 26 10 

TOTAL SCORE 37 38 45 54 

However, a cross sectional analysis reveals the most surprising result. Although it would be logical to expect that the companies citing the
expression business model more frequently within their annual report are also those which disclose the largest amount of information about their
model,1  Instead, it is the opposite: companies which give more information about their business model are those that either do not use this
expression explicitly in their annual reports or use it less than the others. In other words,  companies which cite the term “business model” more
frequently do not disclose information about it. Different reasons may explain this circumstance, among them, especially, lack of intentionality
and/or lack of ability, with the latter intended as a lack of knowledge about the business model concept and/or lack of instruments (guidelines) with
which to report on it. This circumstance applies to both STAR’s and S&P MIB’s companies.

The situation is quite different when looking separately at STAR’s and S&P MIB’s companies. It seems that different companies see
different elements as more suitable to represent their efforts in order to create value (Table 4).

Table 4: Overall Results of the Analysis on Selected Companies
RESULTS COMPARISON 

BUSINESS MODEL ELEMENT 
STAR’S CO. S&P MIB’S CO. 

VALUE PROPOSITION 104 (mean 1,46) 37 (mean 0,93) 
PROCESSES 73 (mean 1,03) 38 (mean 0,95) 
OFFERING 63 (mean 0,89) 45 (mean 1,13) 
RELATIONSHIP 66 (mean 0,93) 54 (mean 1,35) 

TOTAL SCORE 4,31 4,36 

5 The citation analysis for the term “business model” and “modello di business” (the Italian phrase for business model) on the annual reports of selected
companies over a three-year period (2004–2006) indicates that there has been a clear increase in the use of these terms. The increase can be observed
both in absolute terms (91 times during 2006 versus 54 in 2004) and with respect to the two different groups of listed companies: 50 times (2006) versus
28 (2004) among STAR’s companies and 41 times (2006) versus 26 (2004) among S&P MIB’s companies. In conclusion, the term business model (and
its Italian equivalent) is fairly but not steadily cited in the annual reports of Italian listed companies. The trend, however, is increasing and this complies
with the international trends observed in the last few years. The document that includes the largest number of citations is the narrative report; this
validates its in depth examination.

Volume 8, Number 1, Spring 2013 32

Oxford Journal: An International Journal of Business & Economics



Among the four basic areas of the business model concept, STAR’s companies disclose more on Value Proposition and Processes while
S&P MIB’s companies disclose more on Offering and Relationships. This could be due to the need of smaller and younger companies, on one 
hand, to pivot their market penetration on information related to how differently they can satisfy a need with respect to their competitors, versus 
the need of bigger and consolidated companies, on the other hand, to aim at forwarding information related to how many additional services can 
be offered and how better their products can reach the final customer thanks to their distribution network and their relationships built over years.

This finding has led us to investigate the composition of the two sets of listed companies,  using Pavitt/SIID’s2  sectors classification, in
order to realize if the levels of information about the business model and sectors are interrelated. The decision to use a Pavitt taxonomy-based
analysis stems from the fact that this classification relies on sources and nature of technological opportunities and innovations, research and
development (R&D) intensity, and typology of knowledge fluxes. Sector identification is fundamentally based on competences and key
resources, such as those based on technology, giving our sample a homogeneous segmentation with regard to some basic elements of our business
model definition.

According to the mentioned classification criterion, the 111 companies belong to eight different categories:
a. SDG : Suppliers Dominated Goods, are traditional companies belonging to manufacturing, agricultural, and construction sectors,

with limited internal R&D activity, where innovation is linked to machinery/materials supplied and to internal competences
developed by using machinery/materials;

b. SII: Scale Intensive Industries, are production intensive sectors (standard materials, oil and gas, electricity, automotive) where
innovation is oriented to cost and labor savings and companies are large users of product innovations coming from specialized
suppliers;

c. SGS: Specialized Good Suppliers, are mechanic/electronic companies in-house producers of innovation;
d. SBI: Science Based Industries, where we find chemical/pharmaceutical companies and electric device producers where innovation is

based on internal R&D activity;
e. SDS: Supplier Dominated Services, are retail sale companies where innovation is technology pushed, i.e. it depends on the technology

level reached by suppliers;
f. CLS: Client Led Services, are scale intensive large companies belonging to the wholesale, tourism, and transportation sectors, where

innovation derives from customers’ needs oriented to cost savings in order to practice lower prices;
g. OSI: Organizational Service Innovator, are finance, insurance, logistics, and media sectors, linked to information networks where

characteristics/evolution of innovation is led by customers and lays within services;
h. SSS: Specialised Services Suppliers, are companies producing innovation inside customers’ companies through services based on

Information and Communication Technology ICT tools.
Following the proposed classification, Table 5 displays the results of the analysis according to Pavitt/SIID taxonomy.

Table 5: Results of the Analysis According to Pavitt/SIID Taxonomy
VALUE 

PROPOSITION 
PROCESSES OFFERING RELATIONS SCORE # CO. MEAN

Q P U TOT A R C TOT M S C TOT F P C TOT

SII 21 10 5 36 .6 10 14 30  9   1 7 17 12 15 14 41 124 22 5,64
SDG 13 8 10 31 5 12 10 27 4 5 14 23 4 9 5 18 99 16 6,19
OSI 13 3 3 19 8 6 10 24 7 4 18 29 4 8 10 22 94 26 3,62
CLS 4 3 3 10 5 4 2 11 2 6 12 20 2 6 5 13 54 11 4,91
SGS 13 5 2 20 4 3 2 9 1 2 4 7 1 7 1 9 45 19 2,37
SBI 6 4 2 12 3 2 2 7 0 0 2 2 1 4 1 6 27 8 3,38
SSS 4 3 1 8 0 0 1 1 3 0 3 6 0 0 5 5 20 6 3,33
SDS 2 2 0 4 0 1 1 2 1 2 1 4 3 1 2 6 16 3 5,33

TOT. 479 111 - 

The largest contribution comes from the SII category, while the first four categories (SII-SDG-OSI-CLS) represent 68% of the total
number of companies examined, generating 77% of the total score. Even if the small number of companies belonging to each category does not
establish a strong correlation between the level of information and the intrinsic characteristics of each category, some speculations can be made.
For instance, it is quite easy to note that SII and SDG, which provide goods, disclose more information about value proposition than OSI and CLS,
which provide services. At the same time, reviewing Table 5 and paying attention to the mean of total score, it is not surprising that SDG presents
the higher rate of disclosed information (6,19). SDG companies, in fact, are traditional companies which produce traditional goods  and it is easier
for them both to describe all the basic elements of their business models, and to give information about their Value Proposition (mean 1,94) in
terms of quality, peculiarity, and uniqueness of manufactured products. Immediately after SDG companies, SII companies (often large public

6 In 1984, Pavitt introduced a taxonomy based on three elements: technology sources (internal or external), technology nature (R&D¯ intra/extra
muros based¯ product/process innovation based), and characteristics of the innovative companies in terms of dimension and main activity. In 2003,
Van Ark, Broersma & Den Hertog developed Pavitt taxonomy in order to recognise the innovation implicit in services/solutions based on ICT
instruments. When it comes to services/solutions, innovation is not based on technology (provided by manufacturing sectors) but on human resources,
organizational ability, and knowledge intensity.
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companies, sometimes acting as global players) perform 5,64 as mean of total score. Their business model may be complicated due to different 
sectors of activity and outsourcing, so that communicating information about relationships with suppliers and partners can be more important 
for these kinds of companies than disclosing other information regarding different elements of their business model. In the same way, OSI 
companies, because they are more customer-oriented, prefer to disclose a higher level of information about their offering.

5. CONCLUSIONS

The concept of the business model has recently reached such a great level of popularity that the wide academic debate on its meaning has
created a fashion effect, affecting even the terminology used by managers. This circumstance is demonstrated by the fact that companies which
cite the term business model more frequently are rarely those which provide more information about the model’s elements. At the beginning, this
fashion effect seems to have affected the IASB as well, which includes the term business model in its Discussion Paper on Management
Commentary (2005) without providing any definition for it and any kind of explanation about its elements, but does not cite the term again in the
subsequent management commentary’s Exposure Draft (2009).

The next evidence supporting this effect is that the ambiguity of the meaning of business model, underscored by the lack of a generally
accepted definition, produces a “cognitive gap”. Paradoxically, in fact, those companies which voluntarily disclose relevant information about
business model elements within their annual report do not link it with an explicit concept of business model. Thus, it is not surprising that annual
reports where the  business model’s elements are more explicitly reviewed, provide this information in an open order and without a homogeneous
pattern. This last event confirms a “technical gap” that standard-setters can only fill by suggesting a framework which companies could adopt
as part of the fair representation of their business model. This framework would provide for the disclosure of such types of information in a
decision-useful narrative report. These general conclusions are valid both for STAR’s and S&P MIB’s companies. However, with respect to the
two different groups of listed companies, the different distribution of the scores among the main areas of the business model stimulates the
hypothesis that business model disclosure could be related to the size and the life cycle of an entity. Moreover, the use of a taxonomy which
subdivides companies depending on their characteristics and economic sector suggests the idea that the more complex and intangible the business
of an entity is, the less information about its business model is disclosed; that when information is available, its nature may vary depending on
the industry where the entity competes.
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Appendix A: Breakdown tables
Table 2: Results of the analysis on STAR’s companies – breakdown table

STAR’s CO. (#71) 
VALUE PROPOSITION PROCESSES OFFERING RELATIONS 

Q P U A R C M S D S P C 
ACOTEL 1 2 0 0 0 0 2 0 2 0 0 2
AEDES 1 0 0 2 1 1 1 1 1 0 0 1
AEFFE 0 1 1 0 1 1 0 1 2 2 2 1
ANSALDO 1 1 1 2 1 0 2 0 2 0 0 2
ASCOPIAVE 2 0 0 2 2 1 0 1 1 1 1 0
ASTALDI 2 0 0 0 0 0 0 0 0 0 1 0
BCA IFIS 0 0 0 0 0 0 0 0 0 0 0 0
BCA FINNAT 0 0 0 0 0 0 0 0 0 0 0 0
BCA POP ETRUR-LAZ. 0 0 0 0 0 0 0 0 0 0 0 0
BIESSE 0 0 0 0 0 0 0 0 0 0 0 0
BOLZONI 1 0 0 0 0 0 0 0 1 0 0 0
BREMBO 1 0 0 1 0 0 1 0 0 0 1 0
CAD 0 0 0 0 0 0 0 0 0 0 0 0
CAIRO COMMUNICAT. 0 0 0 0 0 0 0 0 0 0 0 0
CEMBRE 0 1 0 1 0 0 0 0 1 0 0 0
CENTR LATTE TORIN 0 0 0 0 0 0 0 0 0 0 0 0
COBRA 0 0 0 0 1 0 0 0 0 0 1 1
CREMONINI 0 0 0 0 0 0 0 0 0 0 0 0
DADA 1 1 1 0 0 0 1 0 1 0 0 2
DAMIANI 1 2 1 0 2 1 0 0 1 0 1 0
DATALOGIC 1 1 1 0 0 0 0 0 0 0 0 0
DEA CAPITAL 0 0 0 0 0 0 0 0 0 0 0 0
DIASORIN 2 2 2 2 2 2 0 0 0 0 2 0
DIGITAL BROS 0 0 0 0 0 0 1 0 1 1 1 1
DMAIL GROUP 0 0 0 0 0 0 0 0 0 0 0 0
DMT 1 1 1 0 0 0 0 0 0 0 0 2
DUCATI MOTOR HOL. 0 0 0 0 0 0 0 0 0 0 0 0
EEMS 0 0 0 0 0 0 0 0 0 0 0 0
ELEN 0 1 1 0 0 0 0 0 0 1 1 0
EMAK 0 0 0 0 0 0 0 0 0 0 0 0
ENGINEERING 0 0 0 0 0 1 0 0 0 0 0 0
ESPRINET 2 1 0 2 0 0 0 1 2 0 0 1
EUROTECH 2 0 0 1 0 0 0 0 0 0 0 0
FIDIA 0 0 0 0 0 0 0 0 0 0 0 0
FIERA MILANO 1 1 0 0 0 0 0 1 0 0 2 2
GEFRAN 1 0 0 1 0 0 0 0 0 0 0 0
GRANITIFIANDRE 2 2 2 0 0 0 0 0 0 0 1 1
GUALA CLOSURES 0 0 0 0 0 0 0 0 0 0 0 0
I.M.A. 1 0 0 0 0 0 0 0 0 0 0 0
INTERPUMP GROUP 0 0 0 0 0 0 0 0 0 0 0 0
IRCE 0 0 0 0 0 0 0 0 0 0 0 0
ISAGRO 0 0 0 0 0 0 0 0 0 0 0 0
JOLLY HOTEL 0 0 0 0 0 0 0 0 0 0 0 0
JUVENTUS FC 0 0 2 1 2 0 1 1 1 0 2 1
LANDI 2 1 0 0 0 2 0 0 0 0 0 0
LA DORIA 1 0 0 0 0 0 1 0 0 1 0 1
MARIELLA BURANI 2 1 3 3 3 2 2 1 2 1 1 1
MARR 0 0 0 0 0 0 1 0 1 0 0 1
MIRATO 0 0 0 0 0 0 0 0 0 0 0 0
MONDO TV 1 0 2 2 2 2 1 0 1 0 1 1
NAVIG. MONTANARI 0 0 0 0 1 0 0 0 1 0 0 1
NEGRI BOSSI 0 0 0 0 0 0 0 0 0 0 0 0
NICE 1 0 0 0 0 0 0 0 2 0 0 0
OMNIA NETWORK 0 0 0 2 1 1 1 1 1 0 1 0
PANARIAGROUP 2 0 2 0 0 1 1 0 0 0 0 0
POLIGRAF. S. F. 0 0 1 0 0 0 0 0 0 0 0 0
POLTRONA FRAU 3 3 3 2 2 2 1 1 2 1 1 2
PRIMA INDUSTRIE 1 1 0 1 1 1 0 1 1 0 0 0
RDB 0 0 0 0 0 0 0 0 0 0 0 0
RENO DE MEDICI 0 0 0 0 0 0 0 0 0 0 1 1
REPLY 1 0 0 0 0 0 0 0 0 0 0 0
SABAF 2 0 0 0 0 0 0 0 0 0 0 0
SAES 2 0 0 0 0 0 0 0 0 0 0 0
SOCOTHERM 2 2 0 1 0 0 1 0 0 0 2 3
SOGEFI 1 0 0 0 1 0 0 0 1 1 0 3
STEFANEL 2 1 1 0 0 1 0 0 1 0 0 0
TARGETTI SANKEY 1 1 0 0 0 0 0 0 0 0 1 0
TREVISAN COMETAL 0 0 0 0 0 0 0 0 0 0 0 0
TXT 1 0 0 0 0 0 0 0 0 0 0 1
UNILAND 0 0 0 2 0 0 0 0 1 0 0 0
VITTORIA ASS.NI 2 0 0 2 0 1 2 1 2 0 0 1

TOTAL SCORE 51 27 26 30 23 20 20 11 32 9 24 33 
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Table 3: Results of the analysis on S&P MIB’s companies – breakdown table

S&P MIB’s Co. (#40) 
VALUE PROPOSITION PROCESSES OFFERING RELATIONS 
Q P U A R C M S D S P C

AEM 0 0 0 0 0 0 0 0 0 1 1 0 
ALITALIA 0 0 0 0 2 1 0 0 0 0 1 0 
ALLEANZA ASS.NI 0 0 0 0 0 0 0 0 0 0 0 0 
ATLANTIA 1 0 0 0 0 1 0 0 0 0 0 0 
AUTOGRILL SPA 0 0 0 0 0 0 0 0 3 0 0 0 
BANCA M PS 0 0 0 0 0 1 0 0 2 0 0 0 
BANCA POP M ILANO 1 0 0 0 0 0 0 0 2 0 1 0 
BCO POP VR E NO 1 0 0 0 1 1 0 1 1 0 0 1 
BULGARI 0 0 0 0 2 0 0 0 2 0 0 0 
BUZZI  UNICEM 1 0 1 0 1 1 0 0 0 0 0 0 
ENEL 0 0 0 0 0 1 0 0 0 2 1 0 
ENI 1 0 0 0 0 2 1 0 0 2 1 1 
FASTWEB 1 2 0 0 0 0 1 0 0 1 1 1 
FIAT 1 1 0 0 0 0 1 0 0 0 1 0 
FINMECCANICA 0 1 0 0 0 1 0 0 0 0 2 2 
FONDIARIA-SAI 1 0 0 0 0 0 1 0 0 1 0 0 
GENERALI ASS.NI 1 1 0 0 0 0 0 0 0 0 0 1 
GR. EDIT. L’ESPRESSO 0 0 0 0 0 0 0 0 1 0 0 0 
IMPREGILO 1 0 0 0 0 0 1 0 0 0 0 0 
INTESA SANPAOLO 1 1 0 0 0 0 1 1 1 0 1 1 
ITALCEMENTI 1 0 0 0 0 1 0 0 0 0 1 0 
LOTTO MATICA 1 1 0 0 1 0 0 2 3 2 1 1 
LUXOTTICA GROUP 1 0 0 0 0 1 0 2 3 0 1 0 
MEDIASET 0 0 0 0 0 0 0 0 0 0 0 0 
MEDIOBANCA 0 0 0 0 0 0 0 0 0 0 0 0 
MEDIOLANUM 0 0 0 0 0 0 0 0 1 0 0 1 
MONDADORI EDIT. 0 0 0 0 1 1 0 0 0 0 1 0 
PARMALAT 0 0 0 1 0 1 0 0 0 0 1 0 
PIRELLI 0 1 0 0 0 1 0 0 0 0 2 0 
PRYSMIAN 1 2 0 0 1 0 0 1 0 0 3 0 
SAIPEM 2 0 0 0 2 1 0 0 0 0 0 0 
SEAT PAGINE GIALLE 0 0 0 0 0 1 0 0 2 0 0 0 
SNAM RETE GAS 1 1 0 0 2 1 1 0 2 2 0 0 
STMICROELECTRONICS 1 0 0 0 0 0 0 0 1 1 1 1 
TELECOM ITALIA 1 0 0 0 0 1 0 2 0 2 0 0 
TENARIS 1 0 0 0 0 1 0 0 0 0 1 0 
TERNA 2 0 0 0 2 1 0 0 0 2 1 0 
UBI BANCA 0 0 0 0 0 1 0 0 3 0 1 0 
UNICREDITO IT 1 0 0 0 0 1 0 0 0 2 1 0 
UNIPOL 1 0 0 0 0 0 0 0 2 0 1 0 

TOTAL SCORE 25 11 1 1 15 22 7 9 29 18 26 10 

Volume 8, Number 1, Spring 2013 39

Oxford Journal: An International Journal of Business & Economics




