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Abstract 
 
   In this paper, we consider business as a unit of business model and show the design of the 
business model and its management to maintain a competitive advantage. We investigate the 
business model of the Japanese firms with sustained competitive advantage, and think that 
the business model that can maintain a competitive advantage, in the long run, can conform 
to an environmental change well and can acquire many customers continuously. 
   The business model that can adapt well to environmental changes and can change itself 
also changes in phases. We classify the phase in four and we call them as "Design" "Drive" 
"Reform" and "Self-improve". The subjects that change and develop the business model are 
people working there, rather than an infrastructure such as the information system. Most of 
ideas to realize them come out from the daily work of employees. We emphasize the 
importance of the business model because employees accomplish duties positively and can 
produce ideas one after another within the business model. 
 

Introduction 
 
   How should a business model keep its competitive advantage? To answer this question, it 
is necessary to think about the difficulty of continuing to be customer's choice and continuing 
getting profit. The firms are facing an environment changing significantly. The number of 
new comers increases, and some competitors came from different business, too. In addition, 
information and communication technology progresses remarkably, and customer's needs 
diversify. Both of them change fast. Therefore the business model that can support this 
environmental change is necessary now. 
   However, in an environment changing intensely, it is not easy to continue being accepted 
by customers while adapting to the change. At present, even if the firms are able to 
differentiate themself from competitors, the customer needs and the competitor's strategy will 
change in the future. Then the point of differentiation becomes obsolete, and the difference is 
not as clear as before, or customers reject this difference. Then, we may think so that it is 
difficult to revise and change the business model that was made once, if it is true that a 
business model is comprehended as a structure of the business. And if the business model is 
stable, it is hard to change as far as each employee accomplishes the duties that he was given. 

 



   Although, an interesting fact was proved while investigating the business model of 
Japanese firms keeping competitive advantage: a business model that can maintain a 
competitive advantage, in the long run, can adapt to an environmental change well and can 
acquire many customers continuously. Furthermore, in such business model, there are points 
changing faster than competitors, and there are points that never change. And it begins to 
compete with firms from another market by changing by itself, and it may even exceed "the 
limit" of the market. 
   In this paper, with a case study method, we consider business as a unit of business model 
and show the design of the business model and its management to maintain a competitive 
advantage. We think that the business model that can adapt well to environmental changes 
and can change itself, changes in phases [1]. It became clear that many business models 
introduced as successful cases are actually not perfectly designed from the beginning. It 
might be more appropriate to say that managers repeated corrections, and after some trial and 
error, the business model went well. 
   The environment does not change according to prior assumption. And it is impossible to 
design considering all environmental requirements beforehand. Furthermore, employees may 
not play the role managers expected from them. In fact, there is a plethora of elements that a 
manager cannot control at the phase of design. Therefore the next steps after the design are 
important.  
   In this paper, we distinguished four phases that we called 'Design' 'Drive' 'Reform' and 
'Self-improve'. Then, we will explain the definition of each phase and the way to realize them 
based on our case studies. 
 

Theory 
 
Business model as a dynamic model 
   Needless to say, many researchers argue about the business model. As for the business 
model definition, there will not be objections that it is the organizational and financial 
architecture of a business [2]. One interpretation refers to a business model that can be 
defined as the structure and governance of transaction between the firm and its partners [3]. 
In the business model as the structure, efficiency plays a key role in the argument. 
Efficiency-centered business models refer to the measures firms may take to achieve 
transaction efficiency, for example, reduce transaction costs for all participants [4]. However, 
they do not refer to the efficiency itself. The efficiency-centered business model pursues the 
reduction of transaction costs after all [5]. 
  Another interpretation refers that the business model can be defined as a source of 
competitive advantage [6, 7]. It is to say that the business model may affect a firm’s 
performance outcomes, as does a firm’s product market strategy, and therefore its contingent 
effects on product market strategy need to be considered [8]. 
   However, we might not be provided about useful suggestions how we could maintain 
competitiveness during a sudden environmental change, where we consider the business 
model as architecture and structure. From the point of view of a sustained competitive 

 



advantage, the business model must transform over time as markets and technologies are 
changing [9]. Therefore, in this paper, we take the dynamic and transformational approach 
[10]. Technological changes often provide new and better ways to satisfy customer needs [9]. 
Static approaches are often unable to describe the process of business model evolution. On 
the other hand, the transformational view can deal with how business model change 
themselves [10]. 
   However, how could we say that an artifact called the business model can correspond to 
an environmental change and change by itself. It is because, in this paper, we use as a 
hypothesis: the business model is 'the aggregate of people learning' not 'a simple framework 
of an organization'. In this learning organization, people tackle new problems and, as a result, 
the organization itself evolves [11, 12]. 
   In this paper, the subjects that change and develop a business model are people working 
there, rather than an infrastructure such as the information system. The business model gets 
profits and creates new values. Most of ideas to do so come out from the daily work of 
employees. We emphasize the importance of the business model because employees 
accomplish duties positively and can produce ideas one after another within the business 
model. 
 
Definition 
  Although the term ‘business model’ is defined in various ways by different authors, the 
common definition seems to be that a business model is composed of two elements, a 
business system and a profit model [13]. A business system is the ‘system of works’ that a 
firm designs - within and beyond its boundaries - to deliver its products or services to its 
target customers. On the other hand, a profit model is a pattern of the firm’s intent about how 
it will make a profit in its given business. Moreover, a profit model is a model realizing its 
strategic intent to achieve various kinds of differentiation from its competitors (by product or 
price, etc.), while the business system is a system designed its system of works. 
  However, while some authors see a firm’s business system as the delivery system, we 
emphasize that it is also a learning system. We emphasize the importance of the business 
system, and explain how its role as the firm’s learning system is central to its success [13]. 
  As Teece (2010) shows, designing a new business model requires creativity, insight, and a 
good deal of customer, competitor and supplier information and intelligence. There may be a 
significant tacit component. An entrepreneur may be able to intuit a new model but not be 
able to rationalize and articulate it fully; so experimentation and learning is likely to be 
required. 
   The business model changes dynamically. It is a phenomenon which changes by itself and 
improves by itself. In this paper, we do not seize the business model as a static subject but as 
a dynamic process, and we try to clarify the full picture. 
 

Methodology 
 
   This paper adopts a research method by case. It is often criticized the generalization from 

 



a case but like many existing papers, the purpose of this research is to offer an analytic 
generalization [14, 15]. This empirical research used a multiple case-study methodology [16]. 
It enables an in-depth examination of each case and the identification of contingency 
variables that distinguish each case from the other. In addition, multiple case studies are 
appropriate when attempting to validate externally the findings from a single case study, 
through cross-case comparison [17, 18]. 
   The subjects of survey are the Japanese firms which maintain a top share for a certain 
period of time in some markets in Japan. We investigated mainly about the firms, business 
models and their changes, how could they continue fitting in their changing markets. There 
are many studies about competitive advantage in the same market through acquiring 
resources and capability from resource-based view of the firm [19, 20]. There also some 
studies about fast-mover advantages [21] and fast-mover disadvantages [22], however, in this 
paper we focus on business models. 
   We have followed three steps. At the first, we collected documents about the history of 
the companies from newspapers and publications. 
   And, at the second, we interviewed some people related to the firms. This was a 
preliminary investigation, because we didn't necessarily interview them officially, we do not 
disclose their name here. However, their remarks allowed us to elaborate the hypothesis. 
   At the third, we chose firms for the case making and interviewed about the cases. The 
summary is in Table 1. We also got additional documents from the firms. The firm cases [1] 
were made from these interviews and documents. When we analyze the information gathered 
through the case studies, the following techniques were applied [16, 23]; (i) Data 
categorization; (ii) Data contextualization; (iii) Preliminary within-case analysis; and (iv) 
Cross-case analysis. These structured procedures for data collection and analysis could 
enhance the research reliability. 
 
  Table 1. Target Companies 

Company Name Business 
Seven-Eleven Japan Retail 
Yamato Transport Co., Ltd Home delivery 
Uniqlo (First Retailing Co., Ltd) Clothing 
FP Corporation Disposable food containers 

 
 

Empirical findings 
 
Four phases of business model 
   To maintaining the competitive advantage of a business model, the skill to design the 
business model at the start is not the only skill necessary. The employees have to play all the 
roles that is why they succeed to offer a higher quality service for the value and succeed to 
start a new business. 
   In this paper, we divided the change of such business models in four phases (Table 2). 

 



 
Table 2. Business models in four phases 

 
 
 
   'Design' is a phase to make the structure of the business model based on a strategy. This 
phase includes the construction of a concrete business model based on a plan, however, the 
flow of the business (ex. product, information, money) is not set at this phase. 
   In a framework where the business model is designed, the participants who really perform 
the work comes to achieve their own role, and 'Drive' is a next phase to activate the flow in 
the business system. And it is the phase when the management let them drive becomes 
important. Furthermore, it is necessary to change the business model according to the 
environment changes after a while even if it has begun to move. The third phase, 'Reform' is a 
phase which reinforces its competitiveness, either it performs a redesign and corrections of 
the business model or increase the value to provide new products and services to customers. 
   A redesign is an action performed intentionally while the designer of the business model 
watches closely the environmental changing. A change of the business model from the 
bottom turns out more autonomously than from the top. We call it 'Self-improving', the fourth 
phase. It is a self-changing and a phenomenon called an autonomous redesign of the business 
model. This phenomenon can also be called 'the evolution' of the business model. 
  We explain these four phases with Seven-Eleven Japan, the biggest retailer in Japan as an 
example. 
 
Design 
   In Seven-Eleven Japan, 40 years have passed from the first shop of 1974, and now the 
number of branches in Japan exceeds 15,000 stores. The history of Seven-Eleven is also the 
history of a self-changing business model. We can differentiate four phases as follow. 
   At first, 'Design' that is the first phase when a business model is formed to realize a 
strategic purpose. For the realization of the strategic purpose, we can say that this is the phase 
of distributing resources. And, 'strategic concretization' also becomes an important problem. 
The design of the business model of Seven-Eleven was based on a franchise system. The 
store administration allowed any stores to realize similar operation, but counselors of the 
headquarters instruct the store staff about the store administration. 
   Seven-Eleven performed small-portioned and combined distribution for reduction of the 

 



stock burden and the delivery cost for the small store. Therefore it adopted the method called 
'dominant strategy' to open several branches in the same area at a high density. In addition, it 
pushed forward development of the information system to connect the headquarters and the 
store to reduce an opportunity cost. 
   About the cash flow, it also made a mechanism called the open account system. The 
member shop and the headquarters aggregate the exchanges of the money, and settle the 
account once a month. And the provided profit shared by the member shop and headquarters 
at a constant ratio. 
 
Drive 
   In the framework of the business model, the participants who really perform the work 
come to understand their own roles, and begin to activate the flow of the business system. It 
is the phase called 'Drive'. It is an important phase when the management led the participants. 
It becomes a key factor so that each participant gives results with cooperating and acting 
voluntarily. In the case of Seven-Eleven Japan, the main participants are the headquarters, the 
owner of the member shop, and the maker. Above all, finding a way to support the growth 
becomes indispensable to have the owner and the maker participate to the sales increase in 
Seven-Eleven.  
   What we should mention specially is the innovation of the point-of-sale (POS) system in 
1982, the headquarters came to be able to get the sale trends at every store, what kind of 
customer (sex, age) purchased when at which store. The owner of the shop can anticipate by 
himself what kind of product seems to sell, and orders based on the POS data. Furthermore, 
he observes the result and is able to inflect the next order because the result appeared as sale 
data. If his guess proves right, the opportunity loss decreases with the disposal of the 
excessive order, and the profit grows bigger. As a result, the owner comes to think seriously 
about his store administration using data. 
   On the other hand, Seven-Eleven strongly requested the maker to develop some products 
to be able to sell more according to the trend data. It became an element that raised 
Seven-Eleven's negotiations power because more stores purchase more quantity. 
 
Reform 
   The third phase, 'Reform' is a phase which reinforces its competitiveness, either it 
performs a redesign and corrections of the business model, or increase the value to provide 
new products and services to customers during the operation. It is the phase on which 
participants find the points for revision to realize a more desirable performance, adjust them 
and work on a re-design of the business model. At this phase, 'the transformation from 
information to a product and service' becomes the important problem in many firms. The 
source of the reform is information. And the driving force of the reform is competition with 
the rivals to acquire new customers and keep existing customers. 
   Originality increased by developing products with makers, and the ratio of the original 
products rose in the case of Seven-Eleven Japan. Every store has a different assortment of 
products thanks to the POS data and it led to the differentiation with other convenience stores. 

 



Furthermore, by improving the POS system, public utility such as electricity, gas, telephone 
can be paid at the store and creates an offer of new service and new cash flow. Seven-Eleven 
became the 'convenient' place that could do anything for the customer, for example by setting 
a copier, a handling concert tickets. 
   On the other hand, improvement of the delivery efficiency was necessary, and a new 
distribution network was completed. Less truck going around more times a day. And it could 
appeal to customers of fresh products. Delivering foods in small quantify more times a day 
allow more freshness and brought the merit to reduce cost of the disposal of unsold products. 
 
Self-improve 
   And it is the fourth phase named 'Self-improve,' it becomes an important problem at this 
phase 'to continue improving by oneself'. At the phase of 'Reform', they might watch to 
existing customers and competitors closely, however, this phase is a fight with an existing 
system, way of thinking and the common sense in the firm. Besides, those changes are 
promoted by self-reforming pressure from inside the business model. Self-improvement of 
the business model means to shift customers targeted and the value to offer. In other words, it 
targets customers with different needs and deals with different types of products and services, 
and it often shifts strategy. 
   Seven & i Holdings Co., Ltd. that is the parent company of the Seven-Eleven Japan, 
established Seven Bank in 2001, but it is said that stakeholders objected very much at first. 
However, it installed automated-teller machines (ATM) opened at the night, on Saturday and 
Sunday at all stores and made efforts to increase convenience while increasing the number of 
financial institutions that cooperated. As a result, the daily average use of Seven Bank 
suddenly increased and achieved a positive balance in the third year. It is thought that the 
strategic shift called this bank business was enabled simply because there was the business 
model of Seven-Eleven which they built till then. For example, adding settlement 
transactional details was easy because each store already had an information terminal and 
there was an advanced information system. If business model of Seven-Eleven was not made 
properly, the business start of Seven Bank might have been difficult. 
   Furthermore, in the Seven-Eleven Japan, it increases new services based in each store. 
The offer of these new services is an example of the self-improve of the business model like 
the development new business like Seven Bank. 
 

Discussion 
 
The phase of 'Drive' 
   In these four phases, it is 'Drive' 'Reform' and 'Self-improve' that are particularly 
important. A designed business model is still only a framework structuring the work. If 
participants move according to a strategic purpose, duties are accomplished. It is expected 
that a business model finally function framework. The thing, which we call the management 
of a business model, is necessary so that the business model really functions; therefore, two 
kinds of 'Drive' cases are necessary. 

 



   The first type of 'Drive' is the management to put the designed business model on tracks. 
It may be said that it is the management for setting up the business model. And the second 
type of 'Drive' is the management of the business model that got on track once, it is activated 
and continues working. Activation of this business model has two factors; each participant 
achieves his role and works voluntarily, and that a fine adjustment of the business model is 
carried out as needed. It is necessary for managers to provide the base for the drive. 
Components of this base are the three following factors. These three factors followed the 
conditions of the organization establishment [24]. 
  1. Common understanding of the offered value 
  2. Will to learn 
  3. Flexibility of the inflection of the spot information 
 
The phase of 'Reform' 
   As time goes, big adjustments that should be called the 'Reform' of the business model 
may be necessary. And the reform can include bold reviews of the business system and the 
profit model. There are large-scale resources injection, reorganization, and a new partnership 
with other firms in some cases.  
   There are two factors to promote a change of the business model. The first factor is an 
environmental change. The business model reflects the company's environment at the time it 
was designed. On the other side, the environment surrounding the company changes as time, 
then it goes incompatible with the environment of the old business model and does not 
function if it surpasses the limit. Therefore the reform of the business model becomes 
unavoidable. 
   The second factor is, however paradoxical, the success itself of the business model before 
the reform. The performance and the accumulation of knowledge that the success brings may 
promote the reform of the business model. And there are mainly three elements of the reform 
(re-design) of this business model. They are, reinforcement of the value offered, 
improvement of the cost efficiency, and extending the use of opportunity. As a concrete 
reform factors, the following five observed. 
  1. Changing the concept 
  2. Changing the product: From a good to a service or intellectual property 
  3. Adding products 
  4. Involving new partners 
  5. Introducing new sources of competitiveness 
 
The phase of 'Self-improve' 
   Expansion speed often increases fast in our examples of successful business models 
suddenly at some point. A better circulation seems to be taking place then inside the business 
model. When it looks like this, the reaction of the competitors is late and, according to the 
speed, it often achieves a favorable position in the market. Such a phenomenon is the 
'Self-improve' phase of the business model. 
   There are two kinds of ‘Self-improve’. It is the vertical one and the horizontal one. The 

 



vertical self-improvement is a business model revolutionized the market and target customers 
without changing but adding goods and services. An example is Yamato Transport Co., Ltd, 
which has the biggest delivery business in Japan. 
   With the horizontal self-improvement, the framework of the business model itself is 
without changing but increasing the market and the target customers essentially. An example 
is overseas development of Uniqlo (First Retailing Co., Ltd). It is the image that domestic 
business model presents to foreign countries. 
   In other words, the first is a self-improvement continuing raising the competitiveness in 
the market. Self-driving force to have the business model supports the change. New 
competitive advantages are created through the change. The second utilizes existing business 
model and is self-improved to get a new market and target customers positively. Self-driving 
force of the business model becomes the source of the acquisition of competitive advantages 
in a new market. But self-improvement does not happen in all business models. However, the 
reason to adopt self-improvement as the final phase of the change of the business model is 
because it is useful managers who aimed at maintaining the competitive advantage. 
 

Conclusion 
 
   In this paper, we considered the process and management of business models based on 
some Japanese firms operating well. The cases of the business models keeping a competitive 
advantage have differences to some extent, but we could analyze that they need to pass 
through the same phases. 
   Various elements surrounding the firm continue changing quickly. It is a chance that the 
environmental change develops the business model and strengthens its competitiveness. 
Continuing advancing without being afraid are necessary to change itself. It seems to be a 
secret plan that, as a result, overcomes the competition of firms. 
   About each phase that we showed in this paper, it is necessary to refine the argument. 
However, the study focusing on the evolution process of the business model is necessary as 
the environmental changes ever more quickly nowadays. 
 

References 
 
1.  Nishino, K (2015) Self-improving Business Model. Nikkei Publishing Inc., Tokyo 
2.  Chesbrough H. and R. S. Rosenbloom (2002) The role of the business model in capturing 

value from innovation: evidence from xerox corporation's technology, Industrial and 
Corporate Change 11 (3): 529-555. 

3.  Amit R, and Zott C. (2001) Value creation in e-business, Strategic Management Journal, 
June–July Special Issue 22: 493–520. 

4.  Williamson P. J. (2010) Cost Innovation: Preparing for a ‘Value-for-Money’ Revolution, 
Long Range Planning, 43 (2-3) April/June: 343-353. 

5.  Williamson O. E. (1975) Markets and Hierarchies: Analysis and Antitrust Implications, 
Free Press: New York. 

 



6.  Christensen C. M. (2001) The past and future of competitive advantage, MIT Sloan 
Management Review 42:105–109. 

7.  Afuah A. (2014) Business Model Innovation; Concept, Analysis, and Cases, Routledge. 
8.  Zott C. and Amit R. (2007) Business model design and the performance of 

entrepreneurial firms, Organization Science 18: 181–199. 
9.  Teece D. J. (2010) Business models, business Strategy and Innovation, Long Range 

Planning 43: 172-194. 
10.  Demil B. and Lecocq X. (2010) Business Model Evolution: In search of Dynamic 

Consistency, Long Range Planning, 43 (2-3) April/June: 227-246. 
11.  Senge P. (1990) The Fifth Discipline: The Art and Practice of the Learning 

Organization, Currency. 
12.  Pedler M., Burgogyne J. and Boydell T. (1994) The Learning Company: A Strategy for 

Sustainable Development, Mcgraw-Hill. 
13.  Itami H. and Nishino K. (2010) Killing Two Birds with One Stone: Profit Now and 

Learning for the Future. Long Range Planning, 43 (2-3) April/June: 364-369. 
14.  Kennedy, M. M. (1976) Generalizing from single case studies. Evaluation Quarterly, 3: 

661-678. 
15.  Lipset, S. M., Trow, M. and J. Coleman (1956) Union democracy: The inside politics of 

the International Typographical Union. New York: Free Press. 
16.  Yin, R. K. (2003) Case study Research: Design and Methods. Thousand Oaks, CA: 

Sage Publications. 
17.  Eisenhardt, K. M. (1989) Building theories from case study research, Academy of 

Management Review, 14, 532-550. 
18.  George, A. L. and A. Bennett (2005) Case studies and theory development in the social 

sciences, The MIT Press. 
19.  Wernerfelt B. (1984) A Resource-Based View of the Firm, Strategic Management 

Journal 5 (2): 171-180. 
20.  Barney, J.B. (2001) Is the Resource-Based Theory a Useful Perspective for Strategic 

Management Research?, Academy of Management Review 26 (1): 41–56. 
21.  Lieberman M. B. and Montgomery D. B. (1988) First-Mover Advantage, Strategic 

Management Journal 9 Special Issue: 41-58. 
22.  Spence M. (1984) Cost Reduction, Competition, and Industry Performance, 

Econometrica 52 (1): 101-122. 
23.  Miles, M. B. and A. M. Huberman (1984) Analyzing qualitative data: A source book for 

new methods. Beverly Hills, CA: Sage. 
24.  Barnard C. I. (1938) The Functions of the Executive, Harvard University Press. 
 

Acknowledgement 
 
   The author gratefully acknowledges the cooperation of the members of the workshop 
“Overseas development of the service innovation in Japan”, and fully appreciates any 
suggestions or notes regarding this work. 

 


	Self-improving Business Model
	Management for Sustained Competitive Advantage

