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Business Model Innovation in the R&D Service Sector:
A Case Study of Automobile R&D-service Firms

Jinhyung Kim - Jungho Kim + Sunyoung Park

Abstract : The rates of technological innovation and environmental change as well as
market competition have recently accelerated, which makes it difficult for firms to satisfy
the needs of their customers through existing product innovation or limited services.
Some firms have attempted to find the solutions to this problem by conducting business
model (BM) innovation. This study reviews the theoretical discussion to BM innovation
and suggests propositions concerning the necessity of BM innovation and conditions of
successful BM innovation. Furthermore, the study examines the applicability of the
propositions and draws strategic implications by analysing the cases of two world-wide
leading firms, AVL and ETAS, in the automobile R&D service sector. In particular, the
study investigates how the firms with technological competence in the R&D service
sector obtain market performance through BM innovation. Results of this study show
that the case firms recognize the necessity of BM innovation based on product (or
technology) —service fusion to effectively propose customer value and create corporate
profit. Also, the firms exploit firm—specific complementary assets for successful BM
innovation. This paper contributes to the literature of innovation management by
promoting academic discussion concerning BM innovation in Korea and suggesting
strategic implications for further development of R&D service sector and related firms in

Korea.

Key Words : Business model, Business model innovation, R&D service, Product—service

fusion
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