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6
Experimentation Rather than 

Turnaround

Redesigning a business model is not done overnight, and it is wise not to risk 
everything on one endeavor. To succeed with business model innovations, 

companies need to conduct controlled experiments on their business models, 
in order to uncover what works and why. In that way, they can increase the 

likelihood that the business model will be successful when it is finally 
implemented in the entire market.

Fig. 6.1 Experimentation Rather than Turnaround
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6.1  The Science of Profitability

Imagine if floodlights powered by kinetic energy illuminated the football 
pitches in poor districts around the world. It would imply that every time 
kids ran, jumped, did step-overs and tackles—in short, with every step 
they took on the pitch, electricity would be generated for lighting the 
pitch. Would not that be great?

If your answer to this question is affirmative, you can take pleasure in 
this already becoming a reality. There are currently two such pitches. 
One is located in the heart of Morro da Mineira, a favela in Rio de 
Janeiro, and the other in Lagos, Nigeria. The energy company Shell and 
the  technology company Pavegen collaborate on the project. Pavegen’s 
kinetic tiles, which generate electricity when someone steps on them, are 
located under the Astroturf. Previously, these pitches were largely unus-
able after dark—the kids had to play in the streets, and it was unsafe for 
them to be out after dark. This project quite literally sheds light, both in 
that it provides electricity to the lights on the pitch by means of green 
energy and in the sense that it illuminates the streets surrounding the 
pitch as a beneficial side effect. In this way, these companies experi-
mented with a concrete solution for alternative energy production 
(Fig. 6.1).

Shell is unlikely to make a complete turnaround toward renewable 
energy any time soon, and football players running around on kinetic 
tiles will probably not solve our future energy needs. Many similar 
solutions are emerging simultaneously, however, such as the new solar 
tile-covered sidewalks along parts of Route 66  in the US, where the 
surface of the road itself generates electricity. Shell and other energy 
companies are looking for new and renewable energy sources that can 
meet the increasing energy demand. Therefore, the big players experi-
ment with such innovative solutions, also in cooperation with small 
companies like Pavegen. Eventually, they will perhaps find solutions 
that can be scaled up and constitute sustainable innovations in the 
energy market.
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 Do Not Put All the Eggs in the Same Basket

Across industries and countries, companies carry out business model 
innovations to become more sustainable. This comprises innovation in 
products, services, processes and entire business models. Design and 
innovation of business models is challenging, and it is perhaps best 
described as business model experimentation (Chesbrough 2010; Foss 
and Saebi 2017). We often compare business model innovation to chang-
ing the wheels on the car while driving. If you do an online image search, 
you can in fact find pictures of people who mastered the art of changing 
the wheels on moving cars, but it is at least wise to change one wheel at a 
time. The same is true for business model innovation—complete and 
sudden turnarounds can go wrong and thus be very destructive.

Netflix is often seen as a role model for companies that want to 
innovate their business model, but Netflix also learned from experi-
ence the hard way why experimentation rather than turnaround is the 
way to go for succeeding with business model innovation. In 2011, 
Netflix had parallel offerings—its parallel streaming service, as we 
know it today, and DVD rentals online. The subscription fee for the 
combined service was 10 USD, and Netflix had decided to increase it 
to 16 USD but also to give customers the opportunity to choose only 
one of the two services for 8 USD. When Netflix announced its price 
changes, it immediately met a storm of complaints from its custom-
ers—the company even had to hire new service workers to handle all 
the requests. Not only that, Netflix’s stock price fell by 51 percent in a 
short time.

However, the bad news was far from over. In an attempt to deal with 
the self-inflicted crisis, the company made another big move: Netflix 
announced that it would split the company into two entities; the stream-
ing service would continue as Netflix, while a spin-off company called 
Qwikster would manage DVD rentals. Customers became even angrier 
and responded swiftly, which in turn meant that Netflix dropped the 
plans to split the company.
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As pointed out by the leading experimental economists John List and 
Uri Gneezy, Netflix’s pricing blunder was fundamentally a consequence 
of putting all its eggs in the same basket when it carried out not one but 
two turnarounds (List and Gneezy 2014). As it turned out, the changes 
were based on incorrect hypotheses about what customers wanted, and 
the whole story essentially reads as a study in self-harm. The important 
question, of course, is why did not Netflix experiment with its pricing 
model in a controlled manner? It could have tested the new model in 
only parts of the market—for instance, Texas or Florida—and study the 
effects of the change while continuing with the old model in the rest of 
the market. If analyses showed that the change was successful, Netflix 
could have implemented the model in the rest of the market.

Netflix survived its pricing problems in 2011, and in the US market, 
its DVD rental service and its streaming service still coexist. Since the 
stock price drop of 2011, the Netflix stock has risen and risen. However, 
in the period in question, the company incurred large, unnecessary losses. 
Who knows how the stock price and the company’s reputation in the US 
market would have fared if it had experimented with its pricing model in 
a controlled fashion, rather than conduct turnarounds that did not work?

IBM is often viewed as a pioneer in business model experimentation, 
and the innovation scholar Clayton Christensen has argued that the com-
pany is a role model with regard to allowing for experimentation. IBM 
has made major changes in its value propositions many times: from its 
huge mainframe computers to the more compact computers it later pro-
duced, and then from laptops to information systems and other data-
based services. Every time the company has carried out such an innovation 
process, it placed the new business unit in a new location: Poughkeepsie, 
New  York; Rochester, Minnesota; Boca Raton, Florida, and finally, 
New York City. In this way, the company created space and freedom for 
experimentation in the new business units. Out of range of the protectors 
of the establishment, while still being sheltered by the safe revenue streams 
from the existing business areas, the developers of new solutions could 
experiment undisturbed and develop IBM’s new products and services. In 
this way, the company has succeeded in rewriting its history many times, 
but in controlled ways that enable radical innovations. And who knows 
where the company will go next, and what it is going to offer from there?
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 Control, Experiment and Innovate!

To succeed with business model innovation, companies must therefore 
think like scientists. Experimentation under controlled conditions can 
provide insight into what works and what does not, and it can reduce the 
risk of innovation (cf. McGrath 2010; Thomke 2001). In innovation 
circles, it has become a mantra that entrepreneurs should “fail fast”. The 
logic goes that this allows them to learn from quick failure, instead of 
working for a long time on wrongful assumptions, and then fail when 
finally launching the product or service (Ries 2011). However, we should 
add an important element: If you fail quickly, be sure to fail in a con-
trolled manner. Failure can be an important part of the innovation pro-
cess, but one should preferably not fail in the manner and on the scale 
that Netflix did in the pricing story from 2011. Trial and error, however, 
is a good strategy for business model experimentation, as long as it is 
done in a controlled way (Davenport 2009).

There are several different ways to experiment with business models 
(see, e.g., Anderson 2011; Andries et al. 2013; Simester 2017). Firstly, 
there are the major experiments of the IBM variety, wherein a company 
is looking for new or alternative ways to create value. In such cases, the 
company typically explores the possibility of new business models in par-
allel with the existing business model (see, e.g., Andries et al. 2013). The  
oil and energy company Equinor’s new business area New Energy 
Solutions and BMW’s car sharing service Drivenow in Germany and the 
UK are examples of large companies exploring alternative business mod-
els within the boundaries of business-as-usual. For companies that expect 
significant changes in customers’ consumption patterns in the future, or 
other changes that would threaten their existing business models, this is 
a sensible way to approach the transition toward new ways of creating, 
delivering and capturing value.

Secondly, business model experimentation deals with the many small 
and large changes in the ways a company creates, delivers and captures 
value (Morris et al. 2005). At first glance, the change in the pricing model 
of Netflix is not a major change, but the consequences for the company 
were dramatic. Business models are never complete—they are typically 
redesigned continuously and reiteratively, as big and small changes are 
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made in what is offered to the customer, which inputs are used, how 
products and services are delivered to the customer, how to reduce costs, 
and so on. An important type of business model experimentation thus 
relates to conducting controlled trials that make it possible to assess the 
impact of planned changes.

 Changes Big and Small

Experimentation can lead to both major shifts and minor changes in 
business models. When we talk about innovation, it is easy to think of the 
large and comprehensive changes. In recent years, there has been a lot of 
talk about so-called disruptive innovations, and it is almost as if all com-
panies are supposed to be radically innovative. Given how the earth’s 
population is pushing the boundaries of both society and the environ-
ment, it is to be expected that academics and others call for fundamental 
changes and technologies that can turn business upside-down. Many 
people argue that we are in need of a new “moon landing”—an ambitious 
goal toward which business and society can strive. In particular, the call 
for such ambitious action is widespread in relation to the climate 
problem.

Such breakthrough innovations are important, and there is reason to 
expect that in the near future companies will revolutionize the way we 
travel, that they will find new sources of energy, that they will find more 
sustainable alternatives to our current meat-based diet and that compa-
nies can even help solve the poverty problem (see, e.g., Elkington and 
Zeitz 2014). However, it is important that ordinary companies do not 
lose heart just because they are not in the business of conducting such 
radical innovations. Most innovations are actually incremental, and not 
all sustainable business models need to be radical deviations from existing 
business models.

Although radical innovations get the most attention, it is often 
improvements and diffusion of already implemented innovations that 
have the greatest effect (Christensen 2013). The first electric cars were 
such a radical innovation, but the subsequent incremental improvements 
in battery capacity and production method have been crucial for unlock-
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ing the impact of this technology on society and the environment. Of 
course, radical changes that are implemented on a large scale can also 
have major impact. Interesting examples in our time include 3D print-
ing, which can reduce the need for transport and associated emissions, 
and large companies replacing fossil fuels with renewable energy on a 
grand scale. Both incremental and radical innovations can create consid-
erable value to society and the environment.

If we want to stop sawing off the branch we are sitting on, it will 
require that many companies change their business models in ways that 
have a large combined effect. Some companies can make small adjust-
ments that have high scalability, while others need to make major changes 
to their business models for comparable effect on their footprints. What 
constitutes big and small effects depends on what you measure. If you 
want to influence the lives of people at the bottom of the pyramid, or 
ensure better integration of immigrants, the number of people who 
receive aid and the extent to which they get help is the measure of success. 
If the objective is to reduce CO2 emissions, the use of harmful substances 
or other externalities is what needs to be measured.

People running around on Pavegen’s kinetic tiles may not light the 
large cities of the future. As such, the project’s biggest value for Pavegen 
and Shell is perhaps that it serves as an example of experimentation with 
the energy industry’s business model. However, the technology that 
Pavegen and Shell are now testing in the Brazilian favela must be seen in 
conjunction with other rival and complementary technologies that con-
tribute to changes in how energy is generated, stored and distributed. 
While the Brazilian kids generate electricity by running around on the 
football pitch, a multitude of companies simultaneously implement a 
variety of technologies for energy production, thus contributing to the 
same shift. Scatec Solar builds solar parks in Africa; Bright Products 
develops solar panels and house systems for poor parts of the world; 
Otovo Solar puts solar panels on the rooftops of customers; Langlee Wave 
Power builds systems for exploiting wave power and Statkraft installs 
more and more wind turbines. The sum of all of these changes can prove 
significant for the green transition in energy production and 
consumption.
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In order to succeed in a transition to sustainable business, we need 
both big radical shifts and many small movements in the right direction. 
And as in the example of the football pitch, we need various players in the 
market to experiment together to create this movement—thus creating 
an ecosystem for innovation. Sustainable business requires innovation on 
a large scale, but a necessary step is to test ideas in new and existing mar-
kets (Bocken et  al. 2017). This underscores the need for controlled 
experimentation.

6.2  Asking the Right Questions

I don’t understand why investors would want this information. Why should 
they care about the environment when they invest their savings?

An Italian finance professor had asked the question, after being told 
about the large field experiment Lars Jacob and his colleague Trond 
Døskeland had carried out during the launch of the Norwegian bank 
Skandiabanken’s implementation of an ethical labeling system for mutual 
funds. Skandiabanken (since renamed Sbanken) had developed the sys-
tem in an attempt to provide the individual investors for whom the sys-
tem was designed with actionable non-financial information about their 
investment opportunities. As part of the implementation, the two 
researchers conducted a large-scale experiment in collaboration with the 
bank, in order to examine how the labeling system influenced the invest-
ment behavior of individual investors.

The labeling system was launched in 2011 and involved a classification 
of the bank’s mutual funds into four categories: “Red funds” are funds 
containing investments a significant proportion of customers are expected 
to find problematic. Examples include weapon-producing companies 
and companies operating in highly corrupt markets. “Neutral funds” are 
funds that neither contain investments that are considered ethically 
 problematic nor stand out positively in terms of ethicality. “Green funds” 
were categorized into two levels and contained funds that actively avoid 
investing in ethically problematic enterprises and funds that actively seek 
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to invest in responsible companies, respectively. When Skandiabanken’s 
customers look at the overview of available mutual funds distributed by 
the bank, all funds are marked with symbols reflecting one of the four 
categories. Thus, it is easy for customers to differentiate between mutual 
funds of different ethicality.

In this way, Skandiabanken made it possible for customers to assess 
mutual funds also with regard to ethicality. This was a new service to 
customers—or at least an extension of its existing services. However, little 
was known about the degree to which customers were interested in this 
kind of information, and what would be the most effective way to make 
the information usable for them in their purchasing decisions. To acquire 
knowledge about this, Lars Jacob and Trond designed a large field experi-
ment together with the management of the bank. In their experiment, 
they studied the behavior of 140,000 individual investors. They con-
structed three comparable customer groups and controlled what infor-
mation each group received about the system. One group received 
financially framed information, one group received information that 
emphasized the ethical characteristics of the funds and one control group 
received no information about the labeling system. This made it possible 
to investigate which information made it more likely that investors used 
the information from the ethical labeling system in their investment deci-
sions (see Døskeland and Pedersen 2015, 2017). Based on this insight, 
Skandiabanken could adapt the communication about the system to all 
of its customers.

Skandiabanken could have implemented the new system to all of its 
customers at once. However, by using one month in which they tested 
different versions on different customer groups, it acquired valuable 
knowledge about how investors reacted to and used the system. This 
knowledge could in turn be used in the implementation of the ethical 
labeling system—a system that has led to changes in customers’ invest-
ment behavior, and thus shifted their investments in a greener direction 
(Døskeland and Pedersen 2016).
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 Experimentation in Practice

Business model experimentation can take many forms, ranging from the 
design and testing of new product and service prototypes to experimenta-
tion with new business models in new markets (Chesbrough 2007). This 
implies that experimentation may be linked to each of the three compo-
nents of the business model that we have previously introduced. As illus-
trated below, a series of questions can be asked as a point of departure for 
developing experiments relating to each of them.

Regarding value propositions, there are at least three basic questions 
that must be answered and that can provide ground for experimentation. 
Who will our customer be, and what kind of market segments will we 
aim for? What is our hypothesis about what these customers want? And 
what does that mean for the design of products and/or services that we 
will offer in order to create value for these customers (Morris et al. 2005)? 
When Skandiabanken developed its ethical labeling system, it was still 
unclear whether this was something the average individual investor would 
benefit from or if a specific niche of ethically conscious investors were the 
real target group. The research that was carried out showed that the sys-
tem did in fact change the investment behavior of its customers, which 
implies that the service may have been more useful than expected among 
the customers. However, how a service of this type is designed and com-
municated to customers is central to how it is used. Therefore, controlled 
trials of how the service works and is used are necessary.

We can explore value delivery using similar questions: Which resources 
are needed to deliver in line with the value proposition, and how can 
those resources alternatively be used to solve other problems? Which 
activities are key to successful value delivery, and what other kinds of 
problems can be solved by means of comparable activities? Which part-
ners are central for enabling the value delivery the company must carry 
out, and what other possibilities are there to create value based on the 
same alliances (cf. Chesbrough 2010; Adner 2006)? There are several 
examples of companies that have experimented with developing new ser-
vices based on existing resources. We have previously shown how 
StormGeo used existing knowledge and meteorological data to develop 
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new services to other market segments. Amazon is another example of a 
company that has developed a range of innovative services based on its 
technological platform, which has enabled it to go from being a pure 
online store to provide a multitude of services within storage, cloud ser-
vices, research and much more (see, e.g., Brandt 2011; Osterwalder and 
Pigneur 2010).

Finally, we can ask questions related to value capture, which can inform 
experimental thinking about revenue streams, payment models, cost 
structures and so on. How will customers pay? How much does it cost to 
deliver on the value proposition? And what are the company’s ambitions 
with regard to growth and scope, with regard to what position it wants to 
take in the market (cf. Morris et  al. 2005)? This is fertile ground for 
experimentation, not at least with regard to payment models. The past 
decade has seen the emergence of many new payment models, including 
various streaming services, sharing-economic business models and pay-
as-you-go solutions (PAYG), in which the customer pays in installments 
during the use of the product (see, e.g., Guajardo 2016). There is large 
potential in finding payment models that are attractive to customers, and 
it can be the key to attract customers you otherwise would not have. This 
is particularly evident at the so-called bottom of the pyramid, that is, in 
markets (e.g., in parts of Africa and Asia) where the purchasing power is 
so low that large groups of customers cannot afford essential products 
and services (Prahalad 2012). In these markets, we have seen the emer-
gence of payment models—not at least pay-as-you-go solutions—that 
have made it possible to penetrate vast markets with customers who 
would otherwise not have been able to afford products such as solar pan-
els, stoves and so on.

None of these issues directly relates to sustainability as such, but they 
are nevertheless crucial for companies that aim to conduct sustainable 
business. Creating sustainable and profitable business models necessitates 
experimentation with different customers in different markets and with 
various ways of delivering and capturing value. In our experience, there is 
increasing willingness among companies to experiment with completely 
new business models and to make changes to existing ones. We see this 
across numerous industries, and in order to be successful, companies go 
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back to the drawing board and start with questions of the kind we have 
outlined here (Fig. 6.2).

On the road to sustainable business, many of our current solutions, 
technologies and production and consumption patterns will likely disap-
pear and be replaced by new ones. It remains to be seen what kind of 
products and services that will solve our problems, how they will be 
offered to us from companies and how they will make them, not to men-
tion how we are going to pay for them. However, when all four wheels on 
the car may need to be replaced while it is still in motion, it means that 
companies will have to experiment their way forward, systematically. We 
see this when Levis experiments with the very first 100 percent recycled 
denim jeans. We see it when aquaculture giants such as Marine Harvest 
invest in fish farming in closed tanks or in facilities on land. And we see 
it when companies like Otovo Solar cover the cost of adding solar panels 
on people’s houses, who in turn pay for access to the electricity that is 
generated, while they can offer excess energy production for sale to their 
neighbors. Thus, households may get lower costs related to the purchase 

Fig. 6.2 Questions underlying business model experimentation in practice
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of electricity. The movement toward sustainable business requires this 
type of controlled experimentation, so it becomes possible to move in the 
right direction step by step. In the next chapter, we will show how ser-
vices can play an important role in this development.
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