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La réinvention du Business Model est un enjeu é&gigtie pour les entreprises établies. De
nombreux auteurs se sont ainsi penchés sur dediamsediées a la problématique
d’'innovation ou de réinvention du Business Modeh¢€brough, 2007 ; Sosna et al., 2010).
Cependant, plusieurs barrieres empéchent les esepde s’engager dans de telles
démarches. Chesbrough (2010) souligne le problémertie dans les organisations quand il
s’agit de confronter les formules existantes aveoalivelles logiques de création de revenus.
L’effet d’inertie se transforme en une routine amgationnelle qui finit par freiner toute
tentative conduisant au changement (Zott et alLOROCette forme de résistance évolue
progressivement par I'accumulation de ces routenessein de l'organisation (Huff et al.,
1992). Ces derniéres sont souvent considéréeslalditiérature comme étant stables (Cohen
et al., 1995). Pentland et Rueter (1994) affirmmagendant que ces mémes routines peuvent
étre a l'origine d’une flexibilité organisationnellDans ce sens, Feldman (2000) souligne que
le potentiel de renouveau et de changement desnesutorganisationnelles reste un
phénomene peu exploré.

Dans le cas étudié, les forces d’inertie génér@edgs routines organisationnelles, au lieu
d’enfermer I'entreprise dans son Business Modestari participent a sa réinvention. En
effet, nous proposons d’examiner comment une reuthganisationnelle peut étre un levier
de réinvention du Business Model d’une firme étbli

Pour ce faire, nous analysons les phases d’évoldtime routine organisationnelle, celle de
'Innovation Participative, au sein de la Sociétatibnale des Chemins de Fer frangais
(SNCF). Les formes et finalités de cette routiné fumdamentalement évolué depuis la
création de la SNCF pour étre finalement considénéains comme une source d'inertie et de
rigidité mais plus comme un levier pour la réinvemtdu Business Model de I'entreprise.

Nous nous appuyons deés lors sur le cadre RCOV dalReLecocq (2010) pour analyser les
formes d’évolution du Business Model de la SNCHesmmettant en phase avec les étapes de
transformation de la routine d’Innovation Parti¢cipa. Enfin, nous montrons comment le
Business Model de la SNCF a évolué d’'un BusinesséWlonctionnaliste, a un Business
Model centré sur le client puis finalement a uniBess Model ouvert.

Mots clés: réinvention du Business Model, routine organisatale, innovation
participative, Business Model, SNCF.
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The Morphing of SNCF’s Business Model through the
transformation’s phases of participative innovation

routine

An increasing number of scholars focus on topitated to Business Model (BM) renewal

and innovation (Chesbrough, 2007; Sosna et alQR0ideed, Business Model’s innovation

is a crucial and strategic issue for establishemdi Nevertheless, many barriers prevent
existing firms from changing as well as innovatthgir Business Models. The problem of

inertia, in terms of conflicts with existing assetsd value creation core logic, represent,
indeed, an important barrier for Business Modehvention (Chesbrough, 2010). Inertia can
be cumulated along time and transformed into omgdiwnal routine dooming all the attempts
towards change to failure (Zott et al., 2010). A& same time, Huff et al., (1992) consider
that the cumulative resistance to strategic chamgkto business evolution grows primarily

out of gradually accumulating resource commitmanis institutional routines.

Furthermore, organizational routines are mostlysaered, in the literature, as stable (Cohen
et al., 1995; Autissier and Wacheux, 2000). Feldr(2000) asserts that the potential for
change of an organizational routine has not beéfitismtly explored. Pentland and Rueter

(1994) even suggest that the routines can be asofiorganizational flexibility.

In our research, the forces of inertia producediganizational routines, instead of binding
the established firm to one Business Model for Igagiods of time (Huff et al., 1992),
participate actively through time in the reinventiaf the established Business Model.

Our research examines how an organizational routimethe example of participative
innovation (PI), at SNCF - the railways French pruldompany - can be a lever for the
reinvention of its Business Model. The morphingBafsiness Model and its transformation

through Participative Innovation is our object mtieirest.

First, we present the theoretical background byothicing the concept of routine and the
conditions for routine constitution.
Then, we focus on the adopted research method;reseipt the collected data and give the

reasons that push us to define the participatimevation in SNCF as a routine.
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Last, we develop our analysis by considering thiestones in evolution of the participative
innovation routine at SNCF. To study the transfdramaof SNCF's Business Model, we
build on the Demil and Lecocq’s (2010) RCOV framekvafter underlining its relevance and
contribution to strategy thinking.

We show, consequently, how the SNCF’s Business Moae evolved from a functionalist
Business Model into a customer-centric one andl§inato an open Business Model along

with the phases of transformation of the partigimainnovation routine.

We conclude by discussing the theoretical insigintsroutines’ transformation and on it's
evolution from a source of inertia to a lever fanshess Model’s reinvention. We end by

opening to some avenues for future research andratipns.

1. THEORETICAL BACKGROUND

1.1.THE CONCEPT OF ROUTINE

There is no unified vision of the concept of roatiiuthors give very different definitions
depending on whether the routine includes a moide¢bavior in individual or organizational
level or a learning ability. Marclnd Simon (1958) are among the first who studiesl th
concept. They identified the use of rules or progato coordinate behaviour between
interdependent subtasks.

Scholars generally recognize the polysemic and ‘a#mt aspect of routine concept
(Tanguy, 2000). According to Tanguy (200®), routines exist only from the time the
individuals involved in the cooperation have inteed them and act according to the rules
of action (routines) that they have built ».

Evolutionary theory provides a special place tatirms. Nelson and Winter (1982) defined
them, in this context, ag behavior patterns regular and predictable They linked
organizational routines to genetic material. SustD&IA, routines are the genetic material
that builds organizations. In evolutionary thedhgy play the role that genes play in biology.
They are tacit and stable in nature (Autissier &acheux, 2000). Cohen and al. (1995)
attempted to clarify the concept of routine by assing them to <@ction pattern» for
repeated performance that has been learned by rtjEnipation in response to certain
pressures. It represents then &ability to perform an action repeatedly in a coritéhat has
been learned by an organization, this action igref as a pressure towards the selection

When an organization finds that it has not meadgiration levels, it classifies this event as a
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problem, and it usually selects a routine to sdlvé the routine does not solve the problem,
the organization revises or replaces the old reutiyn selecting and trying out a new routine.
It continues this process until it finds a routitat yields a solution successful enough to
replace the old one (Baum and Ingram, 1998; Mihet.e2001).

The fact that an organizational routine can besfiammed over time has been little studied. It
is indeed generally considered as stable (Hanndr-egeman, 1993; Gersick and Hackman,
1990). Also, the potential of change that can lead to wigional routine has not been
adequately explored as noted by Feldman (2000)otlo And Winter (2002). The literature
does not contain any attempt to answer the questfohow routines are generated and
evolve.

At the same time, Pentland and Rueter (1994) atgmeever, that routines can be a source of
organizational flexibility and be considered asugmort for potential change. The idea that
routines can change is not entirely new. Cyert Btadch (1963) spoke of adaptation and
Nelson and Winter (1982) evoked a possible mutatioroutines.Prior models of capability
development often suggested that organizationsl lmapabilities from existing routines or
enhance capabilities through replacement of obsaletitines (Nelson and Winter, 1982;
Teece, Pisano and Shuen, 1997). Actually, routivaa® been seen as the primary building

blocks of capabilities.

We consider this definition of Feldman (2000) adoog to which: « the routines are
temporal structures, which are often used as a teagerform organizational work. We
inscribe our research in this constructivist apphowith works like those of Barley (1986),
Pentland and Rueter (1994), Feldman and Pentlad@Bj2or those of Rerup and Feldman,
(2011). According to the last authors, the orgamomal routines are ubiquitous and their

contribution to organizing and change has beennapgeeciated.

We will now identify the conditions for routine cstitution and develop what Participative

Innovation is about.

1.2.CONDITIONS FOR ROUTINE CONSTITUTION AND PARTICIPATIVE INNOVATION
To be a routine, Feldman and Pentland (2003) defiue operational criteria used to
characterize aworganizational routine that are: repetition, a ggupable pattern of actions,

the interdependence between actions and multiptesac
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In this paper, we examine the participative innmra(Pl) via the prism of an organizational
routine. We do not claim that all Pl devices arstayatically recognized as organizational
routines in the sense of Feldman and Pentland {2008 characterize an organizational
routine according to the definition of Feldman dehtland (2003), Pl must meet the four
operational criteria specified above.

At first, let's define what we mean by Participatilnnovation. Pl as a research object in the
literature is quite new (Deslée, 2008; Teglborgl®0 However, many authors were
interested in the subject before (Everaere, 1996rieDx, 2000). Durieux (2000), for
example, define Pl as the innovation proposed hgracof the company fundamentally
different from their missions. It concerns partanly employee driven innovation. More
comprehensive than a suggestion, this type of iatow involves active participation of the
innovator throughout the development process. hardere (1996), Pk emanates from a
desire at the head of the company not to book athmv to a few specialists, but to spread it
among all company employeesWe complete this assertion by Van de Ven’s dediniof
innovation (1986) for whom an innovation is first of a new idea. The idea afiew’ can be

a recombination of old ideas as long as the idegasceived as new by the individuals
involved. It is an innovation even if it may appéamthers as an #nitation » of what may
exist elsewhere. The innovation includes the dewedmt and implementation of new ideas by

individuals who engage over time in transactionthwihers within an institutional order.

Several methods are proposed to enhance the ictrodwf new ideas. The concept ©f
Idea Managemenp (De Bradandere, 2002) specifies four potential cesir customers,
suppliers, employees and shareholders. Pl fochsssan the ‘employees’ source to develop
the creative potential of individuals in an orgatian.

In the sense of producing new ideas and eventuratigvation project, Pl will face some
resistance when disturbing the established ordé&er(A2000). The interest in Participative
Innovation is rising among practitioners with theeation of active networks all around

Europe like« Innov'Acteurs» in France. We will present our methodological aggh now.

! This association was created in 2002 whose purisasepromote Participative Innovation. It resdtsm the
merge of three entities: Carrefour of suggesti@rsup for Participative Innovation and InitiativadaQuality
cluster.
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2. METHOD

In this part, we present the methodological framwthe data source and Why Pl in the
context of SNCF can be considered as an organmtiooutine. Our approach is
interpretative Our project aims to understand the reality of an organizational routine and
how it interactswith the morphing of SNCF Business Mod#le analyze a set of contextual
elements to understand events over time. Indeednt@mpret the data to ensure consistency
while it is clear that we strive to maintain thautrality necessary for research.

2.1. METHODOLOGICAL FRAMEWORK INSPIRED FROM BARLEY AND TOLBERT  (1997)

Our purpose is to understand how an organizationglne, in the example of participative
innovation (PI), at SNCF - the railways French pruldompany - can be a lever for the
reinvention of its Business Model. We try to shied light on the levels of transformation of
SNCF’'s Business Model in interaction with the Rapttive Innovation routine. In this
section, we explain how the theoretical and methlagical framework inspired by Barley
and Tolbert (1997) helped us to analyse the ewwnlutif the Pl organizational routine in the
case of SNCF.

We rely on the simplified sequential model of ihdibnalization proposed by Barley and
Tolbert (1997) that we apply to the case of the ENf®Bmpany in order to highlight the
different scripts and Participative Innovation faetin this contextAn institution consists of
cognitive, normative and regulative structures thratg stability and give meaning to social
behavior (Scott, 1985). Institutions are conveyedlifferent ways (culture, structures and
routines) and intervene at different levels. Bardeyl Tolbert (1997) defined the institution
through shared rules and typologies that iden@fggories of social actors and their activities

or relationships.

The theoretical framework proposed by Barley antbdi (1997) is based on the notion of
script. These scripts can be empirically identifiedardless of the type of actor or of the level
of analysis in which the researcher is interstedcokding to Barley and Tolbert (1997),

scripts are observable. These are recurrent aei\and patterns of interaction characterizing
a particular context. Scripts can be identified gioglly. This sequential model is interesting

in describing the institutional realities that @aleanging the Participative Innovation routine.
By institutional reality, we mean structures witbutine behavior considered 'for granted'
(DiMaggio and Powell, 1991 ; Scott, 1995). Fromstheveryday interactions that occur in
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institutions, it is possible to define scripts (B3 1986). The reality of the action
corresponds to the reality of what occurs at thiellef actions.

2.2.DATA

In this single case study, we use the documentatochival records, interviews, direct
observation, participant observation, and physaa cultural artefacts. Our approach and
our ties with the field allowed us to access adisih data sources as part of our case study of
the SNCF compariy After an initial investigation in 2004, we legitized our presence in
this company by a research agreement signed in. 2005

In collecting and presenting data, we strive tqees the three principles outlined by Yin
(1994), namely the use of multiple sources of ewde the separation between all the data
accumulated in the case study and the report sfstiidy. We assure also the maintaining the
chain of evidence by providing all relevant datee ®pply the principles of triangulation and
saturation of data.

We propose to summarize the sources of usabldata¢ach period in the following table 1.

Table 1 Sources of information on SNCF and the PI routiceoeding to the periods observed

Period From 1938 to 1993 From 1994 to mid 2004 Fromid 2003

Data archives : Yes Yes Yes
rules and procedures

Computer databases of | No Yes Yes until 2004
recorded Innovation

Retrospective accounts | Difficult Achievable Made

Non-participant No No Yes (from 2003- 2007)
observation

The period of our presence in the company ranges 2003 to 2007. For this period, we
have compiled records of specific comments. Howevés not possible to access data on all

previous periods. We used a variety of archivalrsesl but also retrospective accounts

? In 1938, the SNCF is a limited company of mixedremay The state owns 51% stake. The remaining 49%
belong to the shareholders of financial comparties thave succeeded the five companies : Compagrivodd,

a network of Alsace-Lorraine Railway, Company RaywParis-Lyon-Marseille, Paris-Orleans and Compatny
the East. All staff has a special system of rete@etrand a dedicated status. The SNCF employeasoai@vil
servants.
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whenever it is possible. We have used some arcluf/&NCF: references, notes, memos,
exchanges in meetings, transcripts of official spes... For the recent period going from
2005, we use archival records, interviews and ofasiens.

The obtained data are listed in chronological ariée include in the range of documents to
be studied, all those relating to Pl routine maitilg internal memos. Our data address,
simultaneously, different denominations of the noait (i.e. Suggestions, Innovation,
Continuous Improvement and Participative Innovation

To distinguish these different periods of time, ee adapted what has been done by Barley

and Tobert (1997) in the previously decribed metiagical framework of our research.
This approach is summarized by the following fteps :

The first step is to first determine the scope of our study urtlerframework of Barley and
Tolbert (1997). We must determine studied groupsaaial actors concerning Participative
Innovation. In our research, we've studied the iBigdtive Innovation routine in the SNCF
company and its transformation over time sinceinteption in 1938. We believe that
Participative Innovation is an institution in thense that this device of Participative
Innovation is "institutionalized" in the SNCF conmya As Barley and Tolbert (1997) pointed
out, their methodology can be applied at variouseolation levels from microscopic to
macroscopic. We chose a macroscopic level, givensthe of the SNCF company. The
choice of sites observed is relevant with the mawirthe Participative Innovation routine
which is centrally controlled. We relied on ruleglgrocedures or internal memos issued by
the national level with a national scope of appiara The construction and validation of
these scripts required the collection and struetuaf numerous data. To study a company of

such a size, it is necessary to establish a dagbasond step).

The second stepn the establishment of a database on the PaatiggInnovation routine is
an essential step in our methodology. The numbeatexfs that we follow is five because of
this second step when Barley and Tolbert believdour. Our presence in the company
ranges from 2003 to 2007. For this period, we haomapiled records of specific comments.
However, it is not possible to access informatiarab previous periods. We used a variety of
archival sources (references, notes, memos, minnitesieetings, transcripts of official
speeches) but also some retrospective accountsewtiempossible. Finally, through our

research convention signed with the SNCF compar30bb, we had access to a database
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extracted from the Intranet system of the compamges1994. Thus, these databases provide

evidence in terms of number of innovations produmgthe Participative Innovation routine.

We conducted in total 70 interviews with operatiacagdworkers, 15 with experts and 23 with

innovators. We structured the data to deal witlhnthihis is thehird step.

The purpose is to then formulate and analyze scriphe aim of these scripts is to better
understand the change over time. For this worktafctiring data before being able to
exploit the wealth of information and highlight tkeript, Barley and Tolbert (1997) propose
several ways of grouping. First, the use of ruled procedures help us to distinguish clear
groups of actors, some of which appear over tinieally, we classify the observations by
identifying different types of behaviors that magcor over time. We seek to highlight

periods of stability of the Participative Innovaticoutine which are the scripts.

This is the subject of théourth step followed. First, we rely on the analysis of trends
Initially, our strategy is to target events that xin@ize the likelihood of change in

Participative Innovation routine. Other endogenphi®nomena and events related to the
transformation process can of course lead to utgiital change. It should be studied in a

second time.

Each significant change in the Participative Inrimraroutine can be a sign of a new script,
since it is by definition a stable period. It isportant here to discern major changes from

minor modifications of the Participative Innovatiayutine.

Finally, afifth step for connecting the scripts from compliance withestsources of data on
changes in the Participative Innovation routineiclwhed in practice to enhance our database
on the Participative Innovations with new featuogsr time. We used data relating to both a
gualitative and a quantitative approach that caocdmplementary and articulated. This dual
approach makes sense in terms of what Barley aftieifq1997) advocate, i.e. we use all

available data.

The point is to consider how an organisational ireutin the example of Participative

Innovation at SNCF can be a lever for Business Maalrvention.
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2.3.PARTICIPATIVE INNOVATION AT SNCF AS AN ORGANIZATIONAL ROUTINE

This definition from Pentland and Feldman (20033 ufficiently descriptive to be applied to
the case of Pl at SNCF which meets the four opmraticriteria of the organizational routine,
i.e. repetition, recognizable pattern of actionsglidependence of actions and multiple actors,
to be considered as routine. Evolving through diifié forms and names during its history
(Suggestions, Innovation, Continuous Improvemeh®,Pl at SNCF has been formalized for
several decades.

First, the PI is repetitive in the sense that i lexisted since the creation of the SNCF
company in 1938. They are every year hundreds tiftmausands of innovations that have
been treated. Since 1994, 100,000 of innovatioasdmve been issued.

At SNCF, Pl includes clearly identified actions mgifrom the submission of the idea and the
training records to their communication to hieraah lines and technical experts. These
actions are interrelated and if a line manager dussvalidate an idea, it cannot have a
favourable outcome and the process will be stopjtas.also important to specify that Pl is
driven by several actors in the company who are: ittmovator, the line managers, the

innovation leaders and the technical experts.

Having said that, the application of Pl in SNCF pamy meets all aspects and characteristics
of the organizational routine pointed out by Feldnaad Pentland (2003). Pl impacted the
SNCF's Business Model, which morphed along witteitslution phases. We will study then

the evolution of Pl routine as a lever for SNCFM Beinvention.

3. ANALYSIS AND RESULTS: THE PARTICIPATIVE INNOVATION  ROUTINE AS
A LEVER FOR SNCF'S BUSINESS MODEL REINVENTION

Here we present generally the SNCF case and maeeifisplly milestones in the PI
evolution along with SNCF history. Then, we stuldg evolution of SNCF’'s BM through the
contribution of the concept of BM and we analyse thfferent phases in SNCF's BM

transformation before discussion.
3.1.MILESTONES IN THE EVOLUTION OF PARTICIPATIVE INNOVATION AT SNCF

We will consider the major events in the historySMCF's company and the main Pl forms

and finalities, as we will explain it below and leasynthesized it in table 2.
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3.1.1. The first period from 1938 to 1989

The SNCF is a French public company concerningveais. It has a long history that began
in 1938 with the merge of five private companied &amno public networks. It was basically
totally controlled by the state. Then in 1983, échme an EPIC These measures come
within the law project on inland transport (LOTH) 20 December 1982. The PI at this period
of time took the form of bureaucratic suggestions.

Suggestions that arelooking for all the savings in the exploitatisr{fAgenda n°7 signed by
the CEO A. Besneray in May 25th, 1938) and arerotiatl by thetechno-structure. As
specified in this internal procedure, the priogiyen to this routine managed by the techno-
structure is savings.

This text remains during the second war. In 194thoaisand suggestions (Janssoone, 2003)
were proposed. With the reconstruction of the maiwork after the war this number was
exceeded. A first change took place in 1954 withirdéernal procedure signed in the™6f
September 1954 by Louis ARMAND, President of theCENcompany. From 1954 to the
1970s, the rules and procedures concerning thitneowere more precise and were detailed
and deployed throughout the SNCF company.

The period of the 1980s is characterized by hudieitteand the SNCF company is urged to
change. Its 'social body' (Bouyer et al., 2003)edd§ the existence of the social contract
(status, retirement). With this in mind, the greaitkes of 1986-1987 can be explained as
follows: « there is a strike because the company had probl&vieswent on strike for great
causes when the very foundations of the sociafracnivas seen as challenged

Crozier's auditafter these strikes in 1986-1987 highlights thatilworkers need to feel
recognized and their status is very important tenth. In the early 1990s, French companies
such as EDF-GDF, SNCF and La Poste have underggmécant organizational changes to
achieve the necessary flexibility to deal with pter competition and to adapt to new EU
directives.

After this period of social conflicts, the main ebjive was to regain the social peace. PI

aimed to give the railworkers the opportunity taciibute with innovative ideas.

® EPIC means in French « Etablissement Public Imdistt Commercial » which refers in English to: a
commercial and industrial public establishment.

* This verbatim is taken from an interview with vailrkers concerning the period of strikes in the(8nd the
1990s.
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3.1.2. The second period from 1990 to 2002

The European Directive of 29 July 1991 led to timaricial separation of infrastructure and
operations and to the creation of RFfRéseau Ferré de France) in 1997. In 1995, the
European Conference of Transport Ministers heldnd@rnational seminar to discuss the
situation of rail transport in Europe, whose resuliere compiled in the publication The
railways, for what?» on which we rely. In discussing development opputies for the
railways in the near future, Plassard (1995) ardbatthe railways are in a crucial period in
their history where we must define the servicey ttevelop and those they stop.

In 1996, one of the SNCF company’s answer to thve megulations was the development of
the Industrial Project seen as a new strategiontaii®n for the company. Until 1996, a
“Contrat de Plan” was contractualised between Sld@d the French State. In the 1990s, a
pact of “modernization” is signed and the compardgbt is supported by the state to avoid
bankrupcy.

General Management affirmed its desire«tgpromote initiatives and staff's innovation
Three steps were taken. We outline at first, tieatoon of a network of animators for Pl at
regional or local level. It was driven by the Ditiea of Human Resources and more specially
by the Management Instit§teshose mission is the promotion of PI.

Then, at the Department of Research, a lean teahsigpport for innovation was created.
And finally, at the Human Resources Departmentiei® g Committee was responsible for
coordination. Working groups were formed and a @da the animation of Innovation was
edited. This process was supported in a Chartétasfagement established in 2001 through
the two following practices« the implementation of continuous improvemerind « the
development of employeesThey were supposed to improve the relationshipldoyeloping
managerial skills, listening and initiatives. Inisttcontext, the development of proximity
managers increased in most SNCF’s directions. Aagamal transformation was taking

place, a sort of managerial revolution of the SNGRpany.

® RFF refers to the ‘Réseau Ferré de France’, wisidihe French Rail Networklt owns and maintains the
French national railways network. The trains arerafed by SNCF, the national railways company,dmgt to
European Union Directive 91/440, the French goveminwas required to separate train operations fitwen
railways infrastructure. Furthermore, SNCF hasinetithe ownership of stations.

® One of its missions is the promotion and animatibrihe PI. In 2001, a management chart was edited.
describes the values, the core competencies arzhtlie practices for the managerial policy of thmpany.
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3.1.3. The third period from 2003 to 2007

In 2004, the SNCF company is organized into foanbhes: Freight, VFE (Travels in France
and Europe), Infrastructure and Public TranspamatDifferent approaches to innovation
have been launched by SNCF in recent years. In,20@5SNCF company chose a new
corporate communication witk: to give the train ideas in advaneeThis initiative showed
the way for the company to increase ammpetitiveness. The Pl became more and more
structured and urged to serve innovation and gfi@tievelopment themes.

In the summer of 2005, the Executive Board decidedteate a number of Decision Centres.
The decision was taken by the Executive Commitbeestablish an extra-budgetary line for
Pl to experiment new ideas. Then the circuit fortiBigative Innovation handling was
reviewed. Another essential purpose was to shdherdelay of response to any author of
idea in order to give answer within less than thmeenths. These Decision Centres are
responsible for handling decisions regarding predadgeas and have a specific budget of €
3,500 in each region, and of € 50,000 for the mali®ecision Centres. Ideas were evaluated
according to the strategic lines of the busineghiwithe entity and in line with experts’
reports on the feasibility of the idea and with tresulting conclusions following the
experimentation processes. More than 320 Decidierdres were set up in 2006 at a local
and national level to accelerate the implementatfddeas (tests, prototypes, etc.).

These Decision Centres should help to identify dach innovation a customer who will

provide the funding for the development of thisamation.

Table 2Key periods and milestones in the PI evolutionCS

Key periods Major events PI forms PI finalities
Merger of the 5 French historic Savinas
1938-1989 railways company Bureaucratic suggestions Social geace
1986-1989: recovery P
1990-2002 Experimentation of the Animation network Managerial renovation

Industrial Project

Implementation and
From 2003 management of the Industria Structured innovation
Project

Innovation and strategic
development

These three periods of time highlight the milestomethe Pl evolution at SNCF. Now, we
will consider major phases in the morphing of SNECBM along with the evolution of Pl

routine.
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3.2. MILESTONES ON SNCF’S BUSINESS MODEL TRANSFORMATION THROUGH THE ROUTINE

OF PARTICIPATIVE INNOVATION

3.2.1. The contribution of the concept of Businesdodel

In recent years, the Business Model has been tbesfof substantial attention by both
academics and practitioners (Zott and al, 2010peltame prevalent since the advent of
Internet and has received an increasing attentiom fscholars and business strategists
interested in explaining firm’s value creation,fpemance and competitive advantage.

The concept of Business Model helps firms to opamatize a set of strategic choices (Shafer
et al., 2005). It explains, according to Richard€®08), how the activities work together to
execute their strategy. Thus, it is the reflectainthe firm realized strategy (Casadesus-
Masanell and Ricart, 2010). This is in phase widd& Fuller and Morgan’s assertion (2010)
according to which the Business Model function a&sliator to enable users to figure out how
their world works in the practical context, as wadlin the academics.

At the same time, the Business Model depicthe content, structure and governance of
transactions designed so as to create valu¢Amit and Zott, 2001). It plays, therefore, a
crucial role in organizing the firm’s activities & explaining its mechanisms of revenues
generation. Furthermore, the Business Model usemadle of key resources and competences
to create and deliver value to the firm's customd@rs sum up, Johnson et al., (2008)
represent Business Model as a four interlockingnelgs that, taken together, create and
deliver value. These are: customer value proposifwofit formula, key resources, and key
processes. To give a more comprehensive definglahorated on the Penrosian firm view,
Demil and Lecocq, (2010) assume that a BusinesseMoah be described with three core
components: its resources and competences, it®ineg@nal structure and its propositions
for value delivery. By covering those multiple antkdiating roles, Demil and Lecocq’'s
(2010) definition underlines, therefore, the usedgsk of the concept of Business Models.
They argue indeed that the Business Model can itotesta complementary device for
strategy analysis (Lecocq et al., 2006). It represseéhen, a dynamic and integrative vision on
the different functions of the firm. Moreover, aoding to Lecocq et al., (2006), the Business
Model can also been regarded as a source for atgats it considers new levels of revenues
generation through different resources and competenallocation, new activities
organizations and networks configurations. The Bess Model can definitely be viewed as a
source of strategic innovation by breaking off tiies of the game (Mitchell and Coles,
2003).
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It cannot be always the same ; it evolves permanémtcope with changing environments
and routines. Many Scholars studied the evolutibiBusiness Models. Pateli and Giaglis
(2005), for example, analyzed the evolution of ¢éxéibition’s industry reference Business
Model under the impact of a technology innovatibhey argued that by changing their BM
and identifying new ways to deliver value to theustomers, firms aspire to obtain and
sustain a competitive advantage in high-velocityimmments. Also, Demil and Lecocq
(2010) consider Business Model evolution as a fumeng process involving voluntary and
emergent changes in and between permanently lioezl components. Nevertheless, many
barriers prevent existing firms from changing adl we innovating theirs Business Models.
Chesbrough (2010) analyzed in details those baraad consider the problem of inertia in
organization in terms of conflicts with existingsess and Business Models. The cumulative
inertia can be transformed in organizational raititooming by the way all the attempts to
change to failure (Chesbrough, 2010 ; Zott et2010). In the same meaning, Huff et al.
(1992) consider that the cumulative resistance ttategic change an evolution grows

primarily out of gradually accumulating resourcentonitments and institutional routines.

In our research, the forces of inertia producedotmanizational routines (i.e. participative
innovation), instead of binding the establishethfto one Business Model for long periods of
time (Huff et al., 1992), participate actively thgh time in the evolution of the Business

Model of an established company that is SNCF.

3.2.2. Phases of SNCF’s Business Model transformeati

Using Business Model as a device for strategy aisalg not limited to new ventures and can
be extended to the case of established firms wheaeagers think continuously of new
sources of revenues generation (Lecocq et al., )200@is become important as today’s
companies are operating in a landscape of contswaod complex change inviting
organizations to adjust and transform their BM rdew to sustain themselves in the ‘new’
business landscape (Voelpel et al., 2004; Cheshyd2@D7 ; Johnson et al., 2008 ; Sosna et
al., 2010). Actually, the real challenge for mogjamizations is not whether the rules of the
game will change (because they will) ; rather, wiky make the necessary and appropriate
transformation required for the future survival (hte, 1998). According to Pateli and Giaglis
(2005), the existing research on definmgthodological approaches for BM change is rather
fragmented and all approaches share a common dcawtbeey are quite monolithic, in the

sense that they provide a strict linear sequenstept that an organization should follow.
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In our study, we figure out the phases and levél8M changes in interaction with the
evolution of the participative innovation routineSCNF. This gives a dynamic view of BM
change in comparison with existing approaches.

We take the RCOV framework of Demil and Lecocq @20%&s prism of analysis to follow
the different stages of change of the SNCF’'s Bissindodel in parallel with the phases of

evolution of the participative innovation routine.

The RCOV framework (see figure 1) covers three ndamensions that are the resources and

competences, organization, and value proposition :

- The resources are the set of assets of the finatsmay come from external markets or be
developed internally, while the competences redethe abilities and skills that managers
develop individually or collectively. They are needto deliver the customer value

proposition (Johnson et al., 2008).

- The second dimension is the organizational sirectlt encompasses the organization’s
activities and the relations it establishes witheotorganizations or stakeholders to exploit its
given resources (Demil and Lecocq, 2010). It emémdiherefore, the design of activities of
the firm that is to say its value chain and itaueahetwork.

- Finally, the value proposition gives a picturetloé promise that the firm want to deliver to

its customers. It refers to its specific offer e tform of its products and services. It specifies

the target customer and the offering that satisfiegproblem or fulfils the needs.

Those three components are interconnected in dodgenerate revenues. This represents
what Johnson et al., (2008) called a profit formwich is the blueprint defining how the

company creates value for itself while providindueato its costumer. It specifies the volume
and structure of revenues, the volume and struadfireosts and the expected margin or

desired profit.
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Figure 1 RCOV framework (adapted from Lecocq et al., 2006)
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In the following table 4, we mobilize the RCOV framork in order to identify how the
components of the SNCF’s Business Model have be@sformed or reinvented along with
the PI routine evolution.

As explained in our study of the evolution of Plutioe at SNCF (table 3), we have
distinguished three main phases :

- the first phase between 1970 and 1989 where dbene took the form of bureaucratic
suggestions.

- the second phase between 1990 and 2002: the dbrroutine evolved to a series of
animation networks.

- the third phase from 2003 to now which is a phafse more structured innovation.

In our analysis, the SNCF’s Business Model, as @iand Szulanski (2001) argued fax
from being a quantum of information that is revelale a flash »is represented typically
as«a complex set of interdependent routines that ssaliered, adjusted, and fine-tuned by

doing ».
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Table 4 The morphing of SNCF Business Model along withfihases of transformation of Participative innovatioutine

The main
components of
Business Model

Suggestions

1970 - 1989

Animation network

1990-2002

Structured innovation

From 2003

Value proposition

- Passengers transport and general freight
transport

- Prevalence of the notion of users rather than
customer.

- Usage of file formal paper to propose new
innovative ideas.

- SNCF became customer oriented and in this pelispeims an
improvement in the quality of its services.

- Formulation, after the arrival of Louis GalloisJaly 1996, of the
industrial project entitleg Towards a pact for SNCF’s
modernization

- Voyages-sncf.com owned at 50.1% is founded ire RO0O0 as the
on-line travel agency of SNCF.

- 30 years of service in transport sector.

- In 2005, a new brand was proposed.

Steps towards improving its image of quality, inatton and
safety.

Resources and
competences

- Above 200,000 railworkers.
- Technical expertise basically related to railwg
carriage and train maintenance.

- In June 2001, development of proximity managere/all
ysoncerning Infrastructure

- Training of local, regional and national innovatwoordinators.

- Strengthening animation skills.

- Usage of the ‘Minitel’ as a system for innovasatisposal.

- Constitution of a network for PI of more than 8Géxperts.

- Creation of an innovation toolkit

- 160,000 railworkers

- Expertise in customer safety, high-speed engingeand
complex network management.

- Allocation of a budget of 3,500 euros for each tree to
enhance innovation and 50,000 euros for each tassinat.

Organization: the
value chain of
activities and the web
of created relations

- Maintenance of trains and railways.
- Settlement of 25 regional directions in 1971 2|
regional directions for the SNCF

- Administration direction in charge of Human
Resources.

- EPIC creation in 1983

- Creation of the research and technology Direction

3 - RFF creation in the context of separation of rafilastructure from
exploitation and the opening of the market to iredefent operating
train companies.

- Establishment of the Management Institute.

- Structuring SNCF to 3 branches in 1993: freiglassengers and
infrastructures.

- Phases of experimentation of the industrial mtoje

- Network of local leaders and facilitators is ¢eshin 1991.

- In 1997, implementation of INNOGEST as a sereeiifinovation.
- Creation of national innovation database.

- SNCF distinguishes 4 branches: Freight, Francefuro
Voyages, infrastructure and public transport.

- The SNCF has signed with key partners the stattéen
development chart.

- Yield-management tactics that let it slash prioé®n when
demand is high.

- Development of the managerial renovation as aadsvin the
industrial project.

- Launching of an institutional internal and extrn
communication on the theme of ideas in advance

- The Direction of research and technology (DRT9dmee the
direction of innovation and research (DIR).

- Co-piloting PI by the Human Resources departraadtthe
direction of innovation and research and operatibrections.

- Consolidation of the computer system, INNOGEStejdaced
by the new system J’'NOV, dedicated for innovation.

- Apparition of Decisions Centers.
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The table 4 shows the transformation of SNCF’'s Bess Model along with the evolution of
the form of the Participative innovation routine.

In the first period, when participative innovatiomas expressed through bureaucratic
suggestions, we were in front of a basic Businesslédepicting an overall picture of the
core logic of the firm (Bettis and Prahalad, 1998)ere were not any specific competences
more than those needed for railways carriage andstmaintenance. The value proposition
was fundamentally usage or utility oriented. TheCEN\was dealing with users rather than
customers. This explains the absence of any spexitomer interface or relationships. The
main functions were the maintenance activity amdatiministration direction.

In the second period from 1990-2002, the particieannovation took the form of animation
networks. Since 1990, we have noticed an increasigei quality of service and a growing of
customer preoccupation in the SNCF’s Business Madebmpanied by the formulation of
the industrial project after the arrival of Louisl®is at the direction board of SNCF. This
formulation was started with his predecessor Lot FEloch-Prigerit The decision was
followed then by the launch of the SNCF on-linevélaagency. It is the first French
electronic commerce website in volume. One quadftérench SNCF tickets are sold by this
website.

In 2002, SNCF invested more resources by the omatf proximity managers as new
innovation facilitators. It also developed new exige by the training of local, regional and
national innovation leaders and coordinators. Bmsed to strengthen the animation skills at
SNCF. The organisation witnessed the first phagesxperimentations of the industrial
project. Different decisions were taken. Among thera outline the structuring of SNCF by
distinguishing three big activities, which are teth to the freight, passengers and
management infrastructures. Then, the SNCF corie legolved when it was decided to
separate the rail infrastructure from exploitateomd by opening the market to independent
operating train companies. Also, a number of memswere taken at SNCF aimed to enhance
its innovation network and its expertise by theatmn, for example, of the research and
innovation directiof and the establishment of the Management Institdtereover, SNCF

created an innovation toolkit towards implementirgirategy of continuous innovation.

" Loik Le Floch-Prigent at his arrival en Decemb@®4 initiated the test of a first Industrial Prdjex restore
order and ensure social peace.
8 Replacing the Research and Technology Directieated in 1991.
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The last period from 2003 was that of a completeagarial renovation. The studied routine
took the form of a more structured and open innowatHenry Chesbrough (2003) defines
open innovation as« a paradigm that assumes that firms can and shosédexternal ideas
as well as internal ideas, and internal and extérpaths to market, as the firm look to
advance their technology. Therefore, this period is characterized by an iasire
awareness of the importance of innovation at SN@t#ch decides to allocate a significant
budget for experimentations of new ideas and forcepts development. This initiative was
followed by the creation of a new brand in 200®ider to improve its image of quality and
safety. It highlighted at the same time its exgertn customer safety, high-speed engineering
and complex network management. This image waselgloassociated to innovation
endeavour by the launching of an institutional camration on the theme ofideas in

advance.

From 1970 to 2003, the number of employ&esops from 200,000 to 160,000 due especially
to a wave of new IT applications and the deployn@nhnovative concepts. Nevertheless,
the number of experts in different areas was irsgédo reach 3,000 experts, particularly in
information systems.

As in the second period, the most impacted dimessare at the organization level. SNCF
arrived to four distinct branches that are thegtigi France Europe Voyages, the management
infrastructure and the public transport. Also, SN&SEablished many decisions centres related
to innovation and decided to co-pilot the Humandreses department and the direction of
innovation and research (DIR) formerly known as divection of research and technology.
This underlines the relevance of the concept obwation in the new Business Model of
SNCF that become embedded in its organizationaictstres and managerial practices.
Furthermore, SNCF applied yield management tadties let it slash prices, often when
demand is high. In 2006, a new application dedec&tannovation named J'Nov replaced the
application Innogest.

Having said that, the morphing does not only affeetactivities’ configurations but also the
SNCF value network which decided, for example,igm svith a number of key partners a
charter of sustainable development in order to awgrits stance as a socially responsible
actor.

° Henry Chesbrough (2003ppen Innovation: the new imperative for creatingl grofiting from technology,
Boston: Harvard Business School Press.
° Employees here encompass the railworkers aniealtheminot’ actors.
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CONCLUDING DISCUSSION: ROUTINES FROM A SOURCE OF INERTIA TO A
LEVER FOR BUSINESS MODEL INNOVATION

The literature reveals that the organizationalineuts usually regarded as stable over time
(March and Simon, 1958; Nelson and Winter, 1982péhig and Dupuy (1985) underline
the rigidity of rules and routines that people dtotespect. In addition, bureaucratic
organizations are supposed to be based on a tethuoture, not on the creative potential of
its employees. Nevertheless, the case of SNCF shmws the example of participative
innovation how an organisational routine may evaiver time by modifying its forms and
changing its finalities. In line with this assertjd~eldman and Pentland (2003) believe on the
capacity for a routine to transform itself throuigh performative aspect. Then, over thirty
years, SNCF’s PI forms and finalities have evolaed have participated, therefore, in the
transformation and reinvention of SNCF’s Businessd®l. This study stresses the role of
time in pacing organisational change and stratelgesge as pointed out by Gersik (1994) in
the case of new ventures and extended here taateedf established firms with the example
of SNCF.

Having said that, Participative innovation routimes not only evolved but also has been the
support for a continuous morphing of the SNCF's iBess Model. The concept of
continuous morphing was proposed by Rindova anth&{2001) as an important mechanism
for renewing the firm’s competitive advantage iherently instable environment. Our case
shows, therefore, a co-evolutionary dynamic betwegxamticipative innovation as an
organizational routine and the Business Model efftm. It answers to the question of how
an organizational routine helps firms to engageatifely in a process of Business Model
transformation and reinvention. This constituteaajor contribution as it enables scholars to
rethink the position and the role of routines igamizations from a source of rigidity and
inertia to a lever for innovation and strategicewal. This was outlined, in our case, by

triggering then accompanying the phases of SNCESri2ss Model reinvention.

Our observations of SNCF's case study from 197@de are relevant and interesting in
answering this questioning. The transformation loé forms and roles of the existing
organizational routines - here in the example ofigipative innovation - since the early dates

of the SNCF can be compared with a mutation ottimapany’s genes over time.
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We distinguish three main periods that shape thadmf the participative innovation routine
at SNCF and participates tine transformation of its Business Model.

In the first period, when the participative innaweat routine took the form of bureaucratic
suggestion, the SNCF’s Business Model was moreettpgession of an essentialist and
functionalist views (Doganova and Eyquem-Renaull)9 by focusing on the delivered
utility to users and delineating its core logic \@lue creation. We consider that SNCF’s

Business Model can therefore be defined in thigodeasa functionalist Business Model

In the second period between 1990-2002, the Plim®uevolved from bureaucratic
suggestions to animation networks. This evolutioaswnarked by a strong customer
preoccupation and a will to increase the qualitgervice. In addition, a number of measures
and decisions were taken with the arrival of Lo@G&llois at the direction board of SNCF.
Those measures didn’t only impact the organizalemel, by the creation of the industrial
project and the establishment of a direction foht®logy and research, but also the strategic
level through the developing of new expertise amal ihvestment of new resources. Those
initiatives participate in changing the core logicSNCF by separating the rail infrastructure
from exploitation and by distinguishing its maintiaities and branches. Here, is the
pragmatic view of the Business Model that prevéileganova and Eyquem-Renault, 2009).
According to the pragmatic stance, the Business dfl@ppears as market device that
enhances socially-situated practices of calculatioth decision making and where the focus
resides in their materiality, use and dynamics. BINCF’s Business Model evolved than
from a functionalist Business modelda@ragmatic and customer-centric Business Model.
The last studied period was that of an overall rganal renovation where the studied routine
took the aspects of an open innovation assumirtgfithas should use external ideas as well
as internal ones, and internal and external pathsnarket to improve its competitive
positioning (Chesbrough, 2003).

This period was, indeed, characterized by an istngaawareness of the weight of innovation
at SNCF and of the importance of institutional cammication in sharing it and spreading it
between the different layers of the organizatiam.al more recent period, the effort of
decentralization with the creation of local, regiband national decision centers with specific
line of budget emphasizes the autonomous actiornalps the impulse of new initiatives.
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Moreover, as the firm looks to advance its techgglihrough open innovation, it engages in
a range of experimentations in order to enhancseitgice quality and safety by improving,
for example its high-speed engineering and compleixvork management. Through open
innovation, SNCF opened its Business Model to naitiatives and ideas and to new
technologies, applications and systems as a stgprds its general reinvention. SNCF's
Business Model evolved than from a pragmatic anstoroer-oriented view to anpen
Business Model.

According to Chesbrough (2006), the open BusinesdeéVlaims effectively to explain how
to make money through open innovation and how foéixthe new opportunities available.
It fosters collaboration with customers and suppli® everyone’s benefit. It's not simply a
matter of searching for new technologies but alseway to adapt the existing Business

Models to make them more open to external ideagatits to market (Chesbrough, 2007).

To conclude, figure 2 depicts the milestones in 5M@usiness Model transformation along
with the phases of evolution of the participatimaavation routine. It figures out the different
forms taken by the participative innovation routime SNCF. This organizational routine
impacted the taken decisions and therefore thegumation of SNCF’s Business Model. As
this organizational routine evolves from a bureaticrsuggestion, to animation networks and
then to open innovation, the Business Model moifpbism an essentialist and functionalist
view into a pragmatic and customer oriented appra@a then into an open Business Model.
The feedback effect outlined in the exhibit reffeat co-evolutionary dynamic between the
Business Model and the organizational routine. 3diéreinforcing loop contributes, finally,

to the continuousness of the morphing of the gBesiness Model.
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DESLEE and AMMAR - AIMS - Lille - Juin 2012

24



Avenues for future research

Through and beyond this work, attempts should bdenfar further investigations of the role

of organisational routines in the reinvention oisérg Business Models. In this line, one can
wonder, how can we transform organizational roufioen a source of rigidity and inertia to

a lever of innovation and driver of strategic cheg/Ne believe that the experimentation
does play a crucial role in facilitating the momudpiof a given Business Model by validating
and controlling the phases of its evolution.

This could lead us to think about a routine-basadsformational model that we can apply to
established firms as well as in new ventures toexehan ongoing strategic renewal. In this

case, organizational routine will bear, itself, He®ds of the Business Model reinvention.
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