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Abstract

The objective of this research was to develop a service-oriented business model for
capital goods manufacturers that supports managers in order to guide a transition from
goods to service in practice. The service orientation which includes the increase of the
relevance of the service component in the total offering of manufacturing companies has
been well documented in research literature. It should be noted however that the
literature review has revealed very little knowledge on how to apply popular business
model frameworks in a service orientation and on how to view them from a servicedominant logic perspective. Consequently, the two research questions addressed are as
follows “Which configuration of the elements increases the service orientation of a
capital goods manufacturer’s business model?” and “How is the business model
elements’ configuration driven by the company’s service strategy?”. Or in other words
how does a contemporary best practice business model for a service orientation need to
be designed in order to be supportive in practice?
The review of literature in the three key areas “service strategies for capital goods
manufacturers”, “service-dominant logic”, and “business models”, has further informed
the development of a service-oriented business model and the corresponding
propositions.
A critical realist paradigm was determined to be appropriate in order to investigate how
capital goods manufacturing companies operationalise a service orientation in practice
and how comprehensively the proposed business model captures the dimensions of a
company undergoing a transformation. In a qualitative case study four capital goods
manufacturing companies with different service strategies were examined. The data
collection involved twelve semi-structured in-depth interviews. Secondary data sources
were used to contrast the information. In order to ensure quality of research, amongst
other methods, multiple sources of evidence and data triangulation reduced the risk of
xiv

Abstract

misinterpretation and increased the confidence in the findings. Additionally, clearly
documented data collection and data analysis procedures further contributed to the
validity and reliability of the research.
Based on the results of the data analysis the proposed theoretical service-oriented
business model was enriched and modified in order to answer the research questions.
The results from this research clearly demonstrate that the service orientation of a
capital goods manufacturer’s business model is increased through the following drivers:
“value proposition customisation”, “commitment to long-term relationship
development”, “customer knowledge”, “customer’s value realisation engagement”,
“partner co-operation”, “service department distinctiveness” and “dependence on
operant resources”. Furthermore, it is evident that the adoption of a new service strategy
such as “customer support service provider”, “development partner” or “outsourcing
partner” induces distinct activities in respect of these drivers and inevitably within the
business model elements. It can be surmised that there is a fit between a service strategy
and the business model.
In summary, this research contributes to theory by adapting a business model to
accommodate service-dominant logic and to support a transition from goods to service
and to professional practice by providing a framework that can be used by managers
from capital goods manufacturing companies in order to support the management of a
service orientation.
Keywords
service orientation, service-dominant logic, business model, service strategy,
organisational design elements, service-oriented business model, goods and service,
capital goods, manufacturing companies
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1.1

Introduction
Overview and Structure of the Chapter

This first chapter will introduce the reader to the research and related issues. Firstly, an
introduction to the research topics service orientation, business models and servicedominant logic will be provided (section 1.2). Secondly, a discussion of the research
questions and the research propositions that were informed by the research literature are
discussed (section 1.3). Then the need for a service-oriented business model is
described and the research’s major contributions to theory and practice are explained
(section 1.4). Fourthly, an overview of the research methodology is given (section 1.5).
An outline of the thesis is presented (section 1.6), followed by a definition of key terms
(section 1.7). After pointing out the delimitation of scope of the research (section 1.8)
the chapter ends with a conclusion (section 1.9)

Figure 1.1: Overview of the organisation of the introduction chapter (author’s own
figure)
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1.2

Background to the Research

Manufacturers with a traditional business model face various challenges. Influencing
factors such as advancing globalisation (Sawhney, 2006) and technological progress
(e.g. Chesbrough, 2011, pp. 9-10) lead to a levelling of technological and qualitative
specifications of goods, increased competitive pressure and intensified price battles.
Thus, on the one hand due to the commoditisation (Grönroos, 2007, p. 433; Matthyssens
& Vandenbempt, 2008) the earnings from the new machine business in the mechanical
engineering industry are very low (Oliver Wyman Managementberatung, 2007), but on
the other hand customers request more and more value adding and goods related
services as they do not have the required resources or capabilities available (e.g. Neu &
Brown, 2005; Reinartz & Ulaga, 2008). Consequently, service not only offers a
manufacturer the possibility for differentiation (e.g. Anderson, Narus, & van Rossum,
2006; Auguste, Harmon, & Pandit, 2006), but also represents a significant potential for
growth (e.g. Cohen, Agrawal, & Agrawal, 2006; Wise & Baumgartner, 1999).
A increasing volume of management literature (e.g. Chesbrough, 2011, p. 11; Grönroos,
2007, p. 436; Rangan & Bowman, 1992; Vandermerwe & Rada, 1988; Wise &
Baumgartner, 1999) suggests increasing a manufacturer’s service orientation, or, in
other words, increasing the relevance of the service component in the total offering (e.g.
Gebauer, Pütz, Fischer, & Fleisch, 2009). Rolls-Royce, for example, as well as offering
engines, also offers service, support and maintenance for the assets (Ng, Parry, Smith,
Maull, & Briscoe, 2012). The tendency for capital goods manufacturers to become
service providers is often described as a transition from goods to service (Oliva &
Kallenberg, 2003) or a shift from a goods-dominant (G-D) logic to a service-dominant
(S-D) logic (Vargo & Lusch, 2008a). In short, in the S-D logic, service replaces goods
as the focus of exchange and goods then become appliances for service provision
(Vargo & Lusch, 2006).
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Generally, a successful transition is characterised by an extended service business and
correspondingly higher returns (Gebauer, Fleisch, & Friedli, 2005). Although the
provision of service appears a promising avenue to be successful and stay competitive,
it is not. Only a few companies have success with their service strategy (Baveja, Gilbert,
& Ledingham, 2004). Moreover, the companies invest heavily into the development of
service, but do not generate the expected financial returns. They move into what is
known as “service paradox” (Gebauer et al., 2005; Gebauer & Friedli, 2005). The
question remains as to how this situation may be improved.
From research literature it is known that service orientation can be translated into
different service strategies, such as an “after-sales service provider”, “customer support
service provider”, “outsourcing partner” or “development partner” strategy (Gebauer,
2008b). Each of these strategies corresponds to only one specific configuration of
organisational elements (e.g. Gebauer, Edvardsson, Gustafsson, & Witell, 2010). There
is a strong indication (e.g. Kindström, 2010; Kujala, Artto, Aaltonen, & Turkulainen,
2010) that the concept of business model, viewed as interface layer between strategy
and structure (Osterwalder, 2004, p. 14), could partly help to increase the success of a
manufacturer’s transition to service. Briefly, a business model provides “a set of generic
level descriptors of how a firm organises itself to create and distribute value in a
profitable manner” (Baden-Fuller & Morgan, 2010, p. 157). Common elements of a
business model's framework, which can be used to describe and visualise an
organisation, are the value proposition, customers, partnership networks, activities, and
capabilities (Osterwalder, 2004).
After a review of relevant research literature, the question is how research could support
capital goods manufacturers with a framework for a move from goods to service.
Accordingly, the overall goal of this research is to overcome the challenges of a
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transition by developing a business model from an S-D logic perspective in order to
guide service orientation in practice.
1.3

Research Questions and Propositions

The following two research questions and a set of propositions were formulated
according to the background that was provided in the literature review chapter and the
framework development chapter.
1.3.1

Research Questions

RQ1: “Which configuration of the elements increases the service orientation of a
capital goods manufacturer’s business model?”
RQ2: “How is the business model elements’ configuration driven by the company’s
service strategy?”
Research demonstrates that organisational design elements of a company (e.g.
organisational structure) have to be adjusted to the adopted service strategy (e.g.
Gebauer, Edvardsson, Gustafsson, et al., 2010; Neu & Brown, 2008). There is also
some evidence that shows how change due to a service orientation influences business
model elements (e.g. Barquet, de Oliveira, Amigo, Cunha, & Rozenfeld, 2013;
Storbacka, 2011). But unfortunately there is no consensus regarding which elements
should constitute a business model (see section 3.3). Likewise, research does not present
the interrelation between generic service strategies and popular business models (see
section 3.5). Furthermore, only a little research (e.g. Gebauer, Edvardsson, Gustafsson,
et al., 2010; Kowalkowski, 2010) studied the service orientation from an S-D logic
viewpoint (see section 3.4) and studies on the conjunction between business models and
the S-D logic (Nenonen & Storbacka, 2010) are also very sparse (see section 3.5). Thus,
based on this knowledge the main object of this research is to develop a business model
from an S-D logic perspective in order to guide service orientation in practice.
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Firstly, it is the aim of this thesis to identify a driver of service orientation for each
element of an existing business model framework. In order to develop these drivers, the
business model’s elements are linked to the S-D logic and literature on the transition
from goods to service. The drivers will then form the basis of a service-oriented
business model (see section 3.6). Essentially it is argued that “value proposition
customisation”, “commitment to long-term relationship development”, “customer
knowledge”, “customer’s value realisation engagement”, “partner co-operation”,
“service department distinctiveness” and “dependence on operant resources” increase
the service orientation of a capital goods manufacturer’s business model.
Secondly, as there is a fit between a strategy and the organisational structure (Gebauer,
Edvardsson, Gustafsson, et al., 2010; Gebauer, Fischer, & Fleisch, 2010) a similar fit
between a strategy and a business model is expected. Therefore, a further goal is to
demonstrate how the business model’s elements have to be configured for a given
service strategy (see section 3.6). Then, the required changes in the business model
elements and the corresponding drivers, due to a transition from one service strategy to
another, will be presented (section 7.2).
1.3.2

Propositions

Following the literature review and the development of a service-oriented business
model for capital goods manufacturing companies, for each business model element two
propositions relating to the research questions were stated (see section 3.6). The first set
proposes a driver of service orientation for each element (see Table 1.1). Afterwards the
second set explains how these drivers change depending on the company’s service
strategy (see Table 1.2). These propositions will be tested in the research.
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Table 1.1:

Drivers of service orientation

Business
model element

Proposition
The service orientation of a capital goods manufacturer’s business model is
increased through …

Value Proposition

P1 (a): value proposition customisation

Customer Relationship

P1 (b): commitment to long-term relationship development

Channel

P1 (c): customer knowledge

Customer

P1 (d): customer’s value realisation engagement

Partner Network

P1 (e): partner co-operation

Value Configuration
and Activities

P1 (f): service department distinctiveness and profit/loss responsibility

Resources
and Capability

P1 (g): dependence on operant resources

Financial Aspects

P3 (a): An increased service orientation of a capital goods manufacturer’s
business model leads to a higher share of revenue attributable to services and
a higher overall profitability

Table 1.2:

Change in the business model driven by the company’s service strategy

Business model
element

Proposition
A capital goods manufacturer that moves from the “after-sales service
provider” to the “customer support service provider”, to the “development
partner” or the “outsourcing partner” service strategy, has to …

Value Proposition

P2 (a): steadily increase its value proposition customisation

Customer Relationship

P2 (b): steadily increase its commitment to long-term relationship
development

Channel

P2 (c): steadily increase its customer knowledge

Customer

P2 (d): steadily increase the value realisation engagement of its customers

Partner Network

P2 (e): steadily increase partner co-operation

Value Configuration
and Activities

P2 (f): steadily increase service department distinctiveness and profit/loss
responsibility in the first (customer support service provider) and third case
(outsourcing partner) or decrease it in the second case (development partner)

Resources
and Capability

P2 (g): steadily increase its dependence on operant resources

Financial Aspects

P3 (b): The direct service profitability steadily declines when moving from
the “after-sales service provider” to the “customer support service provider”,
to the “development partner” or the “outsourcing partner” service strategy,
but always stays above overall profitability

1.4

Justification for the Research

The literature review (chapter 2 & 3) of work undertaken in the three key areas (1)
service strategies for capital goods manufacturers, (2) S-D logic, and (3) business
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models, has revealed the following requirements for future research. Firstly, there is a
need for more research on the importance of services in the manufacturing context (e.g.
Grove, Fisk, & John, 2003; Jacob & Ulaga, 2008; Nordin & Kowalkowski, 2010;
Sawhney, 2006) and on tailored integrated solutions as the most advanced service
offerings (Oliva & Kallenberg, 2003; Windahl & Lakemond, 2010). Secondly, the
business model concept has been presented in several managerial books (e.g.
Chesbrough, 2006; M. W. Johnson, 2010), nevertheless, its usefulness for empirical
research and theory building is sometimes questionable (Zott, Amit, & Massa, 2011).
Finally, only a little empirical research has been done to operationalize the S-D logic
(Ng et al., 2012).
Overall, the aim of this research is to develop a “service-oriented business model for
capital goods manufacturers” in order to support the establishment of an increased
service orientation. Therefore, the research will indicate clear ways regarding how to
develop and successfully implement a service strategy and it offers managers a holistic
perspective from which to approach a successful transition from goods to service.
At a theoretical level, one intended outcome of the study, the conceptualised and
validated service-oriented business model, will advance the knowledge in the three key
areas and demonstrate how these research topics are interlinked with each other.
Therefore, the importance of today’s literature on service orientation for capital goods
manufacturers is highlighted. Furthermore the study shows how S-D logic can support a
transition from goods to service and demonstrates the operationalisation of this logic.
Moreover it documents the usefulness of the business model, as a framework in order to
guide a transition and as unit of analysis for research. In the end, evidence for a
“strategy-business model configuration” is provided.
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On a practical level, the study attempts to make three major contributions to
management practice. Firstly, the research intends to show the business model
framework’s usefulness in practice and in particular how it can assist the transition
process from a goods-oriented manufacturer to a service-oriented customer problem
solving organisation. The business model provides managers with both the necessary
comprehensive view on a company, as well as the important elements needed in order to
document and explain the necessary adjustments due to the service orientation and the
change in the value proposition. Secondly, a further issue concerns the application of
the theory of the S-D logic in practice. It is the intention to provide managers with an
understanding of the S-D logic principles and how they can be linked to the business
model and a service orientation. The proposed activities for a service orientation will
then help executives to implement the logic in practice. Finally, the study demonstrates
that each service strategy corresponds with a unique configuration of the business
model and a different level of service orientation driving it. Therefore, the study
provides a distinctive description of the business model framework for each of the
studied service strategies and their specific good-service offering. In practice, the
application of these business model frameworks helps managers to facilitate a
manufacturer’s transition to service and enables success with the service strategy.
1.5

Methodology

In order to investigate how capital goods manufacturing companies operationalise a
service orientation in practice this study is based on a critical realist perspective (Sayer,
2000, 2010), which assumes that there is a reality independent of the observer waiting
to be discovered (Easton, 2000, p. 207; 2010). Reflecting the research question, the unit
of analysis (Miles & Huberman, 1994, p. 25; Yin, 2009, p. 29) is a Swiss manufacturer
of capital goods (Acha, Davies, Hobday, & Salter, 2004) with a strategy focused on a
service orientation. Determined by the purpose of the study and prior research a
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qualitative, comparative, and explanatory case study with a multiple-case design (e.g.
Eisenhardt, 1989; Stake, 1995; Yin, 2009) has been chosen as the strategy of inquiry.
Four cases that represent companies with different service strategies were selected for
the study.
To gain insight into an individual actor’s reflection on the service orientation of his or
her company, semi-structured in-depth interviews (Easterby-Smith, Thorpe, & Jackson,
2012, pp. 131-133; Yin, 2009, p. 107) were used as the main data collection technique.
Each case involved one or five face-to-face interviews at different hierarchical levels.
Secondary data sources (Easterby-Smith et al., 2012, p. 140; Yin, 2009, pp. 101-105)
were used to verify and contrast the information and to additionally allow data
triangulation (M. Q. Patton, 2002, pp. 559-560; Yin, 2009, pp. 116-117).
The data analysis included a within-case analysis and a cross-case analysis (Eisenhardt,
1989). The first offered a detailed and thorough description of the firm’s service
orientation. By employing a pattern-matching and explanation building approach
(Trochim, 1989; Yin, 2009, p. 136), emerging themes were shaped from the data and
compared to the established theoretical positions. The latter was performed to analyse
the similarities but also the expected differences in the business models due to the
different characteristics of the strategies.
1.6

Outline of the Thesis

This thesis is divided into seven chapters. The structure is mainly based on Perry
(1998b). For each of these chapters the heading and a short description of what is
covered is provided. The structure of the dissertation is illustrated below (see Figure
1.2).
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Figure 1.2: Structure of the thesis (author’s own figure)
Chapter 1: Introduction. The first chapter provides an introduction summarising the
key points of the thesis. The reader is introduced to the background of the research, the
research questions and propositions, with reference to relevant literature. Furthermore,
the chapter includes a justification for the research, a discussion about the contribution
of this thesis to theory and professional practice, as well as an overview of the applied
research methodology.
Chapter 2: Literature Review. An investigation of relevant literature establishes the
foundations for the research. The review is divided into three main parts and discusses:
(1) the problem of commoditisation with regards to capital goods manufacturers; (2)
services as a potential solution to declining profits; and (3) problems in developing a
service business.
Chapter 3: A Framework for a Service-Oriented Business Model. As a continuation
of the literature review this chapter consists of a critical engagement with research
literature in the three key areas “service strategies for capital goods manufacturers”,
“service-dominant logic” and “business models”. Furthermore, gaps in the literature are
identified. Finally, a theoretical “service-oriented business model for capital goods
10
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manufacturers” and corresponding propositions to inform the research questions are
developed and presented.
Chapter 4: Research Methodology. This part of the thesis describes and discusses the
research philosophy, the methodology, the research design, and in short the data
collection and data analysis. While adopting a critical realist perspective, case study
research is applied as research methodology. A comparative, explanatory case study
with a multiple-case design is chosen for the empirical inquiry. Furthermore, the quality
of the research is also considered and discussed. The intention is to provide arguments
for the justification of the appropriateness of the research approach.
Chapter 5: The Process of Data Collection and Data Analysis. The fifth chapter
presents the four different stages of the data collection process. Then, the two main
instruments of the process, the case study protocol and the interview guide are
discussed. Moreover, details on the conducted interviews and the collected documents
are given. In continuation the chapter provides a discussion of the seven stages of the
data analysis process.
Chapter 6: Data Analysis. This chapter describes the case companies and positions
them on the goods-service continuum in order to demonstrate their service strategies.
For each business model element, the corresponding propositions are tested on the
collected data using a cross-case analysis. Support for the propositions is discussed in
detail.
Chapter 7: Conclusions and Implications. The final chapter develops the conclusion
of the thesis on the basis of the propositions, the corresponding research literature and
evidence from the research. As a summary the research questions are answered and a
revised “service-oriented business model for capital goods manufacturers” is presented.
The chapter further provides an assessment of the findings’ implications on theory and
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in practice, identifies and discusses major limitations of the study and outlines
suggestions for further research.
1.7

Definitions

Since some frequently used terms are not uniform or may be controversial these
expressions are now identified and defined as they are used throughout this thesis.
Good(s) – The term good will be used to refer to a product in tangible form (American
Marketing Association, 2016). Referring to Hill (1999, p. 427) goods are further
defined, using economic characteristics, as “entities of economic value over which
ownership rights can be established”. As a synonym for the term “physical product” is
used.
Capital goods – Capital goods are physical assets that were created for current or future
production (Acha et al., 2004). They are identical to industrial goods (American
Marketing Association, 2016; Kotler & Keller, 2009, pp. 320-321) and primarily sold to
other producing companies. For this thesis the term refers to plants and machinery
required for production and does not include the other remaining categories such as
constructs required for production (e.g. factory buildings) or raw materials and
components used in production (Acha et al., 2004).
Services – The word services is used to capture intangible outputs of companies.
Exchanged directly from producer to user, services cannot be transported or stored, and
are almost instantly perishable (American Marketing Association, 2016). To put it
bluntly, and without relaunching the goods versus services debate (e.g. Fisk, Brown, &
Bitner, 1993; Lovelock & Gummesson, 2004; Vargo & Lusch, 2004b), services are
“what goods are not” (Vargo & Lusch, 2008c, p. 28). As a synonym for the term
“service products” is used.
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Product – Conveniently the word product is used to describe exchange in tangible form
and the term services for exchange in intangible form. However, this practice leaves no
definition for a combination of both tangible and intangible offerings. Thus the term
product is defined as an “idea, a physical entity (a good) or a service or any combination
of the three” (American Marketing Association, 2016). Furthermore, in a logic centred
on goods, the term then captures the tangible/intangible pair of goods and services as
shown in Figure 1.3 (American Marketing Association, 2016; Vargo & Lusch, 2008c).

Figure 1.3: Products, goods and services in a logic centred on goods (according to
Lusch & Vargo, 2014, p. 88)
Service - The singular term service indicates thinking that is based on a service-centred
logic (Vargo & Lusch, 2004a), and which reflects the process of doing something or
more specifically “the application of specialized competences (operant resources knowledge and skills), through deeds, processes and performances for the benefit of
another entity or the entity itself” (Vargo & Lusch, 2006, p. 43). Hence, following this
logic, goods and service are not alternative forms of products (see Figure 1.4). Goods
are seen rather as aids or appliances (tools, distribution mechanisms) to the exchange
process, which is a service-provision process (Vargo & Lusch, 2008c).
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Figure 1.4: Goods and service in a logic centred on service (according to Lusch &
Vargo, 2014, p. 88)
Service orientation – Traditionally, a service orientation in business strategy increases
“the value contribution of services in the capital goods industry” (Fischer, Gebauer, &
Fleisch, 2012, p. 2) and thus is defined as the extension of the relevance of the service
component in the total offering of a company (Gebauer et al., 2009; Homburg,
Fassnacht, & Guenther, 2003; Martin & Horne, 1992). From a more S-D logic
perspective a service orientation of an organisation additionally affects a company’s
activities, resources, partners and customers (Vargo & Lusch, 2008a). The service
orientation is thus more of a forming and implementation of a strategy in organisational
structures to develop the service business (Gebauer & Kowalkowski, 2012; Gebauer et
al., 2009). Consequently, a service orientation is described with one of several service
strategies (e.g. Gebauer, Edvardsson, Gustafsson, et al., 2010). In this thesis a service
orientation is equated with a transition from goods to service (Oliva & Kallenberg,
2003), a service business orientation in manufacturing companies (Antioco, Moenaert,
Lindgreen, & Wetzels, 2008) or similar terms.
Operand resources – These types of resources are generally static and “require some
action to be performed on them before they can provide value” (Lusch & Vargo, 2014,
p. 13). Examples of operand resources are natural resources and goods.
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Operant resources – In comparison to operand resources, the term operant resources
describes “resources capable of action on other resources to create value” (Lusch &
Vargo, 2014, p. 13). An example of operant resources is human competence or
knowledge and skill, which are used to make goods and to make use of goods.
1.8

Delimitations of Scope

The major limitations of the study are related to the chosen focus and context that
constitute the unit of analysis. To begin with, capital goods were defined as plant and
machinery required for production (Acha et al., 2004). Therefore, the research is limited
to firms that are manufacturers of capital goods and suppliers of service in the businessto-business (B2B) market. Furthermore the research focuses on Swiss companies and
the European market, although this does not mean that all of the goods are
manufactured in Switzerland. Given these delimitations, this research does not conclude
that the findings could directly apply to, or be generalised to other industries and
markets, without further specific research being undertaken.
A further limitation is that the research is based on and restricted to a rather small
number of case companies that could be identified as interesting for the study and which
agreed to participate. The selected approach however, relies more on analytical
generalisation “in which a previously developed theory is used as a template with which
to compare the empirical results” (Yin, 2009, p. 38) than statistical generalisation. Thus
the cases provide enough information for significant conclusions.
Finally, in this study, the focus on a company’s business model does not only highlight
the importance of internal aspects of organisations, but also external factors. Customers
and the supplier network are the two external elements of the business model.
Moreover, both are essential parts of the service-oriented perspective and thus
considered in the study. Even if there are more external factors that influence the
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business model (e.g. technological change, competitive forces), these details are, out of
necessity, excluded from the research. Moreover, it is assumed that these factors are
considered in the service strategy development process. Therefore, as the business
model is guided by a strategy, further external factors are indirectly taken in account.
1.9

Conclusion

This introduction chapter laid the grounds for the thesis. It introduced the research
background and addressed the research problem by means of the research questions and
the propositions. Then the research was justified and the contribution to theory and
management practice was set out. Furthermore the methodology was briefly described
and the thesis was outlined. Some of the terms that are frequently used were defined.
Finally, the delimitation of scope of this research was explained.
On this basis the thesis will proceed in the next chapter with a detailed description of
relevant research literature that guided the identification of the research questions.
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2

Literature Review

2.1

Overview and Structure of the Chapter

In this chapter, the foundations for the research are established through an investigation
of relevant literature, in order to justify the identified research questions and the
development of an enhanced theoretical framework in the next chapter.
The scope of this literature review involves four main sections. Firstly, various threats
that reduce the ability of traditional capital goods manufacturers to differentiate their
goods and to sustain their market position are discussed (section 2.2). Secondly, an
explanation is given as to why service may support capital goods manufacturers to
overcome the problem of declining profits (section 2.3). Thirdly, the challenges of a
transition from goods to service are highlighted (section 2.4). Finally, a discussion
section at the end of the review (section 2.5) contains a summary of the existing
knowledge that guided the identification of the research questions and the following
development of a framework for a capital goods manufacturer company’s successful
transition to service.

Figure 2.1: Overview of the organisation of the literature review chapter (author’s own
figure)
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2.2

Capital Goods Manufacturers and the Problem of Commoditisation

The traditional role of a capital goods manufacturer is that of a producer and provider of
standardised capital goods2. Unlike consumer goods, capital goods are “the stock of
physical assets created in the past for current and future production” (Acha et al., 2004,
p. 507). Almost identical to industrial goods (American Marketing Association, 2016;
Kotler & Keller, 2009, pp. 320-321), they are primarily sold to other production
companies. However, in this study, capital goods are rather narrowly defined and refer
to the category of “plant and machinery required for production” (Acha et al., 2004, p.
507) and do not include constructs or raw material and components.
Essentially driven by a goods-centric mindset, traditional industrial goods
manufacturers believe success is gained by creating superior goods and by enhancing
the features of existing goods (Sawhney, 2006). Therefore it is not surprising that their
strategies have been largely focused on research and innovation to develop new
technologies, shrinking the time to market, the vertical integration of activities to
control costs, and a dominant market position in order to benefit from economies of
scale (Fischer et al., 2012, p. 1; Vandenbosch, 2002; Wise & Baumgartner, 1999). In the
past such strategies indeed resulted in a mass production orientation (Brax & Jonsson,
2009) that provided the pursued scale barriers to competitors, durable cost advantages,
steady revenue growth, and double-digit margins and returns on capital (Wise &
Baumgartner, 1999).
However, today companies operate within a constantly changing business environment.
In developed countries, capital goods manufacturers are confronted with highly

2

In this study a traditional manufacturer is regarded as one producing standardised capital goods only.
Consequently, the manufacturing of customised goods is a service of a company.
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complex, dynamic (Neu & Brown, 2005) and rapidly changing (Matthyssens &
Vandenbempt, 2008) markets, as well as mature industries (Gebauer, Bravo-Sanchez, &
Fleisch, 2008), and intense global competition (Cohen et al., 2006; Sawhney, 2006).
Additionally, there is a free flow of information (Vandenbosch, 2002), for example
manufacturing and process knowledge (Chesbrough, 2011, pp. 9-10) that is widely
distributed. In conjunction with global manufacturing standards (Cohen et al., 2006;
Matthyssens & Vandenbempt, 2008; Vandenbosch, 2002), open markets for
components and technologies (Vandenbosch, 2002), the use of contract manufacturers
(Cohen et al., 2006) and growing customer experience with existing offerings in the
market (Matthyssens & Vandenbempt, 2008), companies around the world are not only
allowed to emulate new goods, but also to replicate entire development systems and
processes (Chesbrough, 2011, pp. 9-10; Matthyssens & Vandenbempt, 2008;
Vandenbosch, 2002). As a consequence of these enhanced market forces, demand for
capital goods is described as being volatile (Sawhney, 2006), stagnating (Wise &
Baumgartner, 1999) or even slowing (Cohen et al., 2006). The increasing advantages of
new goods are becoming short-lived (Lele, 1986; Vandenbosch, 2002) and goods’ life
cycles shorter and shorter (Chesbrough, 2011, p. 10; Matthyssens & Vandenbempt,
2008). And finally, it was demonstrated that capital goods and their price become less
important differentiators in customer-supplier relationships (Ulaga & Eggert, 2006).
To sum up, it is difficult for traditional capital goods manufacturing companies to
sustain their superior market position, because demand for the goods they sell can
change rapidly. It is recognised that competitive advantage cannot be achieved or
maintained by way of traditional means (Grönroos, 2007, p. 434), as a differentiation
strategy based on a goods-centric mindset does not help manufacturers to outrun the
competition anymore (Gebauer & Fleisch, 2007; Lele, 1986; Sawhney, 2006;
Vandenbosch, 2002). Ultimately, industrial goods become homogenised and are equal
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in performance, price and quality (Cohen et al., 2006). They have become commodities
(Grönroos, 2007, p. 433; Matthyssens & Vandenbempt, 2008) and companies may get
caught in the - what Chesbrough (2011, pp. 9-10) calls - “commodity trap” or are
attracted by the “commodity magnet” (Rangan & Bowman, 1992). Commoditisation is
described “as a dynamic process that erodes the competitive differentiation potential
and consequently deteriorates the financial position of any organization” (Matthyssens
& Vandenbempt, 2008, p. 317). Hence capital goods are increasingly sold on the basis
of their costs (Chesbrough, 2011, p. 9; Reinartz & Ulaga, 2008). For example, in the
German mechanical engineering industry the earnings from selling new machines are
very marginal (see Figure 2.2). However, it is uncontested that a low price strategy
makes it difficult for the company to invest enough in research and development
(Grönroos, 2007, p. 434), which in turn may weaken a company’s position again.

Figure 2.2: Revenue and profitability in the mechanical engineering industry (adapted
from Oliver Wyman Managementberatung, 2007)
The economic development not only challenges the provider side but also the customer
side. Driving forces such as heightened global competition and increasing technological
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complexity that leads to a higher specialisation, requires companies to concentrate on
core competencies and to downsize to be more flexible (Neu & Brown, 2005; Oliva &
Kallenberg, 2003). This concentration increases the customer demand to outsource
activities that they cannot, or do not want to, develop internally (Miller, Hope,
Eisenstat, Foote, & Galbraith, 2002; Neu & Brown, 2005; Reinartz & Ulaga, 2008).
Thus industrial customers become more professional (Matthyssens & Vandenbempt,
1998) and are looking for suppliers that not only provide goods but so-called solutions
to their problems, which also include some of the activities they like to outsource
(Frambach, Wels-Lips, & Gündlach, 1997; Neu & Brown, 2005; Simon, 1992;
Vandermerwe & Rada, 1988). Instead of considering the technical specification of a
particular type of capital good, customers are looking at how efficiently a process runs
(Grönroos, 2007, p. 435). Often, they also wish to reduce the capital employed in their
production sites (Gebauer, 2008b). What does this mean for capital goods
manufacturers? On the one hand, customer expectations become more sophisticated and
complex (Shepherd & Ahmed, 2000), but they offer opportunities to provide goodsrelated services and solutions. On the other hand, manufacturers have to be aware of the
third-party threat; if a customer decides to outsource operations to service companies
and consultants this may weaken the supplier’s strategic position and its relation to the
customer (Grönroos, 2007, p. 436).
In conclusion, in such an environment, traditional capital goods manufacturing
companies need to exploit new growth potential (Gebauer, 2008b), because producing
standardised goods is less and less attractive (Wise & Baumgartner, 1999).
2.3

Service as a Potential Solution to Declining Profits

Services are transforming economies around the world. Particularly in developed
countries the manufacturing sector is shrinking and the service sector is growing (e.g.
Wise & Baumgartner, 1999). Nowadays, services account for over 60 per cent of total
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economic activity in most of the Organisation for Economic Co-operation and
Development (OECD) member countries (OECD, 2000). Since the industrial
revolution, the number of working Americans employed in the manufacturing sector has
decreased to ten per cent (J. Wirtz & Ehret, 2009). Figures from European Union
countries show the parallel trend in service occupations: their share in the
manufacturing sector rose from 37 per cent to 42 per cent between 1993 and 2008 (Falk
& Peng, 2012).
The market for B2B services in particular, such as maintenance, repair, IT outsourcing,
or consulting, also referred to as knowledge-intensive services (e.g. Chesbrough, 2011,
p. 2; OECD, 2000), is a major driver of the service sector (Auguste et al., 2006; Falk &
Peng, 2012; J. Wirtz & Ehret, 2009). In 2011, around 55 per cent of manufacturing
firms in the United States, and 31 per cent in Switzerland claimed to provide services
(Neely, Benedettini, & Visnjic, 2011). Almost one third of 10028 manufacturers in 25
different countries actively mention service offerings as their core competencies (Neely,
2008). In another study, 87.5 per cent of European manufacturing firms state that they
offer at least one type of service (Lay, Copani, Jäger, & Biege, 2010).
This shift from goods to service is a response from capital goods manufacturers to the
changing environmental conditions. They are looking for new sources of competitive
advantage. In order to compete effectively, to grow again and to escape the commodity
trap, Rangan and Bowman (1992) proposed a value-added strategy that includes
augmenting the value of the offered core product (or good) with services. This would
enable them to increase the prices charged for the product. Similarly, Chesbrough
(2011, p. 11) requested a change in the mindset, and stated that businesses “have to stop
thinking like product manufacturers and start thinking about business from a service
perspective”. Such moves are also supported by Grönroos (2007, p. 436) who believes
that the only option left for manufacturers is to strategically and tactically develop into a
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service business. The change in the orientation away from primarily manufactured
goods towards services, is suggested by many other business scholars as well as
leading-edge firms and consultants (Oliva & Kallenberg, 2003; Vargo & Lusch, 2008a).
There has been a steadily growing volume of research concerning the transformation of
a manufacturer into a service business since 1988 when Vandermerwe and Rada (1988)
defined the concept of “servitization” (Baines, Lightfoot, Benedettini, & Kay, 2009). In
scientific debates, researchers tend to use different terms to describe the transformation
of an industrial goods manufacturer into a service or integrated solution provider
(Fischer et al., 2012, p. 2). The extension of the total offering through services is
conceptualised (see Appendix A1 for a comprehensive list of literature), for example, as
“transition from products to services” (Gebauer & Friedli, 2005; Oliva & Kallenberg,
2003), “going downstream in the value chain” (Wise & Baumgartner, 1999), “moving
towards high-value solutions, integrated solutions and system integration” (Davies,
2004; Windahl, Andersson, Berggren, & Nehler, 2004) and “transforming a
manufacturing firm into a service business” (Grönroos, 2007, p. 433).
All these views are based on an increased manufacturer’s service orientation (Gebauer
et al., 2009; Homburg et al., 2003; Martin & Horne, 1992). Used as a point of origin for
this study a traditional definition of “service orientation” is adopted initially (Gebauer,
Edvardsson, Gustafsson, et al., 2010). The development of a service orientation in a
business strategy, involves an increase in the relevance of the service component in the
total offering (see Figure 2.3) or as Fischer et al. (2012, p. 2) put it, “can be defined as
increasing the value contribution of services in the capital goods industry”. Frequently,
a service orientation is translated into one of several service strategies (see section 3.2
for more details), which are, for example, labelled as “after-sales service provider”,
“customer support service provider”, “development partner”, or “outsourcing partner”
(Gebauer, 2008b). A service orientation of an organisation then describes the
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implementation of such a strategy in organisational structures in order to develop the
service business (Gebauer & Kowalkowski, 2012; Gebauer et al., 2009). Such a
transition affects activities, resources, partners and customers of a company (Vargo &
Lusch, 2008a).

Figure 2.3: Extension of the total offering (author’s own figure)
But what is the rationale behind the capital goods manufacturer’s decision to develop
into a service business? Literature suggests numerous potential benefits that can be
divided into economic, strategic and marketing arguments (e.g. Baines, Lightfoot,
Benedettini, et al., 2009; Gebauer & Friedli, 2005; Mathieu, 2001b; Oliva &
Kallenberg, 2003).


Economic opportunities: Firstly, there is a massive cumulative installed base of
goods that yields attractive opportunities to generate a stream of service revenue for
each unit sold. Additionally, the longest part in a product’s life cycle is the service
cycle that generates a long lasting source of revenues (Cohen et al., 2006; Potts,
1988; Wise & Baumgartner, 1999). Secondly, in comparison to revenue generated
by goods, which is often unstable and entails uncertainty, services are more stable
and often counter-cyclical or more resistant to the economic cycles that determine
investment (Baveja et al., 2004; Davies, 2004; Malleret, 2006; Oliva & Kallenberg,
2003). Finally, most empirical research tends to emphasise the positive effects of a
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service business on service revenue as a percentage of total turnover (e.g. Antioco et
al., 2008; Gebauer, Friedli, & Fleisch, 2006; Lay et al., 2010) and overall
profitability (e.g. Gebauer, Edvardsson, & Bjurko, 2010; Gebauer & Fleisch, 2007;
Homburg et al., 2003). Nonetheless, there are variations in relationships between
revenues and profit from service offerings (e.g. Baveja et al., 2004; Cohen et al.,
2006; Eggert, Hogreve, Ulaga, & Muenkhoff, 2013; Neely, 2008; Reinartz & Ulaga,
2008).


Strategic opportunities: Because of the commodity status of many goods, goods
supplementing services are seen as the element that offers big opportunities for
long-term differentiation (Anderson & Narus, 1995; Auguste et al., 2006; Frambach
et al., 1997; Simon, 1992). Primarily, it is more difficult to compare offerings of
different suppliers when goods and services are combined as a flexible, and less
price sensitive, service offering (Anderson & Narus, 1995; Malleret, 2006). Another
argument put forward is that services create strong sustainable competitive
advantages. They are less vulnerable to competition from low-wage countries and
much more difficult to imitate than goods (Gebauer, Gustafsson, & Witell, 2011;
Oliva & Kallenberg, 2003; Simon, 1992). And ideally, with goods becoming a
platform for delivering services (Sawhney, 2006, p. 366), services then enable
manufacturers to gain a deep knowledge about customer’s processes and to find new
opportunities to support those (Cohen et al., 2006; Grönroos, 2007, p. 433). The
customer’s process knowledge on top of technological and goods knowledge helps
manufacturers to reach a competency position that is often almost impossible to
duplicate (Gebauer, Krempl, & Fleisch, 2008; Grönroos, 2007, p. 442).



Marketing opportunities: These opportunities are generally associated with the
development of services for facilitating sales (Baines, Lightfoot, Benedettini, et al.,
2009; Gebauer, Krempl, et al., 2008) and are thus significant as customers are
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increasingly demanding services (e.g. Neu & Brown, 2005; Simon, 1992;
Vandermerwe & Rada, 1988). Services are means to build up sustainable long-term
relationships with customers (Davies, 2004; Frambach et al., 1997; Malleret, 2006)
and to create customer loyalty up to the point where the customer is dependent on
the supplier (Vandermerwe & Rada, 1988). Therefore, suppliers that manage to
identify customers’ needs in a close dialogue are in a good position to extend more
offerings and to generate more transactions over time (Davies, 2004; Frambach et
al., 1997; Malleret, 2006).
It seems that the extension of the service business is a key driver for survival and
success (Cohen et al., 2006) and the most important business trend for manufacturing
companies (Baveja et al., 2004).
2.4

Problems in Developing a Service Business

It looks as though the provision of services is a solution for a capital goods
manufacturer to be successful and to stay competitive, but this is not always the case.
According to a Bain & Company survey, only 21 per cent of the responding companies
have had real success with their service strategy (Baveja et al., 2004). Other numbers
show a similar picture. For each successful manufacturing company, there are at least
five that struggle to exploit the financial potential of the service business (Reinartz &
Ulaga, 2008). Research indicates that more than 35 per cent of machine and equipment
manufacturing companies earn less than ten per cent revenue through services (Gebauer,
Friedli, et al., 2006). One fundamental problem is the transition process: the adopted
service strategies are often not fully developed (Lay et al., 2010). Thus, instead of going
through a successful transition, manufacturers move into what is known as “service
paradox” (see Figure 2.4), where large investments in the development of services do
not generate the expected financial returns (Gebauer et al., 2005; Gebauer & Friedli,
2005).
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Figure 2.4: Transition from a manufacturer to a service provider and the service
paradox (adapted from Gebauer et al., 2005; Gebauer & Friedli, 2005)
Table 2.1:

Explaining the service paradox: challenges of a development into a service
business (Neely, 2008)

Category

Challenges

Shifting mindset

of marketing – from transactional to relational marketing
of sales – from selling multi-million dollar products to selling service contracts
and capabilities
of customers – from wanting to own the product to being happy with the service

Timescale

Managing and delivering multi-year partnerships
Managing and controlling long-term risk and exposure
Modelling and understanding the cost and profitability implications of long-term
partnerships

Business model
and customer
offering

Understanding what value means to customers and consumers, not producers and
suppliers
Developing the capability to design and deliver services rather than products
Developing a service culture
Embedding all of the above into a service organisation

The success of a development into a service business is dependent on how well capital
goods manufacturing companies cope with several significant challenges. According to
Neely (2008), literature and anecdotal evidence suggest ten factors that should be
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considered. They are split into the three broad categories of mindset, timescale, and
business model (see Table 2.1).
Some of these challenges are also included in the three categories identified by Baines,
Lightfoot, Benedettini, et al. (2009), namely


Service design: The design principles for services differ from those for goods. And
the provision of activities previously performed by the customer may include risk
and create new competition (Martin & Horne, 1992; Slack, 2005).



Organisational strategy: Companies have to answer the question of the direction in
which their service business should be developed (Fischer et al., 2012, p. 28). They
have to realise the distance that separates a service business expansion from their
core goods business (Baveja et al., 2004) as service offerings are in conflict with the
transaction-oriented business philosophy of the manufacturer (Brax, 2005).



Organisational transformation: Manufacturing companies have to align their
organisational structures and processes with the service strategy (Gebauer,
Edvardsson, Gustafsson, et al., 2010). This requires the adaptation of organisational
elements like corporate culture, human resources, organisational structures, IT
skills, and service development processes (Neu & Brown, 2005).

In consideration of these challenges, one might reasonably ask how capital goods
manufacturers can succeed in their transformation into a service business.
2.5

Conclusion

The aim of the literature review was to build foundations for the research and to point
out the issues that were taken into consideration when formulating the research
questions.
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The most important aspects of the literature review can be summarised as follows.
Traditional capital goods manufacturers operate in a constantly changing environment
that lowers the differentiation potential of their produced goods. Consequently the
market and financial position of the company can deteriorate. A potential solution to
declining profits is service. Several studies show the growth of the service sector in
developed countries. A major driver of this growth is B2B service. Both researchers and
practitioners recommend a service orientation, which is understood as extending the
total offering by way of services. The purpose of this move is to benefit from economic,
strategic and marketing opportunities. However, mainly because manufacturing
companies have to cope with challenges, for example in the areas of service design,
organisational strategy and organisational transformation, only approximately one out
of five companies is successful with its service strategy. In conclusion, it becomes
apparent that service offers a possibility for growth and profitability, nonetheless, the
development of a successful service business remains a daunting task.
One ends up wondering how research could support capital goods manufacturing
companies with a framework to ensure the success of a transition. Accordingly, the aim
of this research is to overcome the previously discussed challenges by presenting a
framework for a transition from goods to service that incorporates two promising
approaches to guide a service orientation: the business model concept (e.g. Osterwalder,
2004) and the service-dominant logic (Lusch & Vargo, 2006a).
Therefore, in the next chapter, further literature on the service orientation of capital
goods manufacturers is reviewed in more detail in order to establish the development of
the subsequently presented service-oriented business model.
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3

A Framework for a Service-Oriented Business Model

3.1

Overview and Structure of the Chapter

This chapter fundamentally serves as a continuation of the literature review. By
engaging with existing literature in the three key areas “service strategies for capital
goods manufacturers”, “service-dominant logic” and “business models”, the main
objective is to lay the foundation required for a theoretical framework that enables the
development of a “service-oriented business model for capital goods manufacturers”,
and a series of corresponding propositions, in order to substantiate the research
questions. Furthermore, the review will explain how theory and research contribute to
professional practice.

Figure 3.1: The three key areas of the literature review (author’s own figure)
In particular, the literature review is organised as follows. A critical review of literature
related to service strategies for capital goods manufacturers compares several strategies
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that in turn trigger a change in the offerings (section 3.2), but also modifications in
organisational design elements (section 3.3). Then, a section on service-dominant logic
(section 3.4) associates the transition from a manufacturer to a service provider with that
of a transition from a goods-dominant (G-D) to service-dominant (S-D) logic. Next, the
review of business models (section 3.5) compares several concepts and describes the
relationship of business models to strategy and change. Subsequently, the findings from
the previous sections (3.2-3.5) lead to the design of a service-oriented business model
for capital goods manufacturers (section 3.6). Therefore, each element of the proposed
business model is related to literature on service strategies, organisational design
elements and S-D logic in order to identify links and develop propositions. To end, a
conclusion section (3.7) contains a summary of the theory that builds the theoretical
framework for the proposed business model, and a brief discussion of the implications
of the propositions for practitioners.

Figure 3.2: Overview of the organisation of the chapter on the development of a
service-oriented business model (author’s own figure)
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3.2

Service Strategies for Capital Goods Manufacturers

A transition from goods to service, or a service orientation, is best illustrated as a
continuum. In early service marketing research (see Fisk et al., 1993), scholars often
used a continuum to suggest different goods-service combinations (see Appendix A2 for
a list), which are also described as bundles (Vandermerwe & Rada, 1988). For example,
Rathmell (1966) scaled its continuum to an array of economic products ranging from
pure goods to pure service. Other schemes use scales such as tangibility (Berry &
Parasuraman, 1991; Shostack, 1977) or the extent of required service contact in creation
of the service (Chase, 1978, 1981). All these continua predominantly refer to consumer
products. Generally, industrial service has not received the same level of attention as
customer service (Ulaga & Reinartz, 2011). Nonetheless, a continuum often cited in the
context of capital goods is that presented by Oliva and Kallenberg (2003). It is based on
the work by Chase (1981): the full service orientation is illustrated as a move along a
goods-service continuum, that depicts the change in a firm’s offerings from pure goods
to pure service and its move from a manufacturer to a service provider (see Figure 3.3).
For manufacturers service is an add-on to goods, and for service providers, goods are
merely an add-on to service (Oliva & Kallenberg, 2003). Simply put, each
manufacturing company has its position on the continuum and moves from its current
position towards another in order to increase the service share in its total offering and its
service orientation.
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Figure 3.3: The goods-service continuum (according to Oliva & Kallenberg, 2003)
Apparently, each position on the continuum corresponds to a specific goods-service mix
and can therefore be associated with a specific service strategy (Fischer et al., 2012, p.
70). A transition from goods to service should thus be guided by (1) a service strategy
that defines the new position on the goods-service continuum, and moreover, by (2) a
strategy that explains how to move into this position. Accordingly, research literature
with a focus on the capital goods manufacturing industry has explored various service
strategies that either outline goods-service combinations, trajectories to become more
service-oriented, or both (see Appendix A3). As an illustration, a first rough
categorisation of strategies is whether service is directed at goods (service supporting
the supplier’s product, SSP), or targeted to support particular client initiatives and
advance the mission of customer organisation (service supporting the client’s action in
relation with the supplier’s product, SSC) (Mathieu, 2001a). Three other examples
present strategies and possible paths for a transition. Firstly, based on extensive
research, Oliva and Kallenberg (2003) proposed to change the focus of customer
interaction from transaction- to relationship-based, and that of service from goodsoriented towards end-user’s process-oriented (see Figure 3.4). Then, a strategic
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orientation on “basic installed base services” moves either towards one on “maintenance
services” or “professional services”. By advancing the transformation in both
dimensions, organisations move towards “operational services”.

Figure 3.4: The installed base service space (adapted from Oliva & Kallenberg, 2003)
Secondly and similarly, Matthyssens and Vandenbempt (2010) suggested changing the
added customer value, from goods-based (transaction-based) to service-based
(relationship-based) and offering the product in standard or customised format (see
Figure 3.5). Most companies that provide “after-sales service” then either pursue a
“service partner” strategy, or “solution partner” strategy. From these positions a firm
can become a “value partner”, which is also considered as being a pure “integrated
solution provider”.
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Figure 3.5: A typology of service strategies and transition trajectories (adapted from
Matthyssens & Vandenbempt, 2010)
Thirdly, Gebauer (2008b) explored the strategy-environment configurations of Western
European manufacturing companies in B2B markets and identified four fits that can be
interpreted as service strategies (Gebauer, Edvardsson, Gustafsson, et al., 2010;
Gebauer, Hildenbrand, & Fleisch, 2006). These are presented as “after-sales service
provider”, “customer support service provider”, “outsourcing partner” and
“development partner” (see Table 3.1 for more details). Furthermore, four dominant
patterns explain how capital goods manufacturers change their service strategy over
time. First, companies move from a “customer service” strategy, which includes e.g.
information services, basic advice services and documentation, to an “after-sales service
provider” strategy. This is followed by a change to a “customer support service
provider” and then, the third strategic movement is that to an “outsourcing partner” or
“development partner” (Gebauer, Fischer, et al., 2010). Once a company has
successfully implemented the different service strategies and is able to proceed through
the various patterns of service strategy changes, it may be viewed as “solution provider”
(Fischer et al., 2012, p. 143).
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Table 3.1:

Description of service strategies (Gebauer, 2008b; Gebauer, Edvardsson,
Gustafsson, et al., 2010)

Service Strategy

Goal

Services

Performance indicators

After-Sales
Service Provider

Offering basic services
for the installed base in
the after-sales phase to
react as fast as possible
to any product
breakdowns.

Basic services for the
installed base: Productoriented training, help
desk/hotline, inspection
services, diagnosis
services, repair
services, spare parts.

Share of service
revenue: 15.6%

Offering advanced
maintenance services
to prevent any product
breakdowns within the
after-sales phase.

Maintenance services:
Preventive
maintenance, full
maintenance contracts,
annual maintenance
activities, service-level
agreements on
maintenance, process
optimization through
continuous
maintenance.

Share of service
revenue: 26.4%

Co-producing research
and development
(R&D) services within
the pre-sales phase in
order to possess a
unique and hard-toimitate competency
position.

R&D-oriented services:
Process design,
process-oriented
engineering (tests,
optimisation, and
simulation),
development services,
construction (design)
services, business
consulting in product
and process
development.

Share of service
revenue: 21.1%

Reconfiguring the
responsibilities within
the value chain by
offering operational
services in order to
take over the operating
risk and full
responsibility for the
customer’s operating
processes.

Operational services,
“pure” service
companies: Managing
the whole maintenance
function, operating the
product, managing
spare parts logistics,
operating repair teams
for customers,
managing the training
and personnel
development.

Share of service
revenue: 100%

Customer Support
Service Provider

Development Partner

Outsourcing Partner

Service profitability:
14.2%

Service profitability:
10.0%

Service profitability:
8.4%

Service profitability:
5.7%

The presented paths mainly proceed gradually along the goods-service continuum and
comprise incremental moves that correspond with a temporal expansion in the service
opportunity matrix (Sawhney, Balasubramanian, & Krishnan, 2004) or an exploitation.
Having said this, findings reveal that companies may also explore service opportunities.
The exploration approach matches with a spatial expansion and reconfiguration. A
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company that follows such an approach focuses on defining new value constellations
(Normann & Ramírez, 1993) and the organisation performs a radical jump up to a new
strategic state (Fischer, Gebauer, Gregory, Ren, & Fleisch, 2010). Exploitation and
exploration are comparable with an evolutionary and revolutionary movement on the
goods-service continuum (Fundin, Witell, & Gebauer, 2012).
In connection with service strategies, multiple scholars discuss so-called “integrated
solutions”. Although, in their critical literature review on solution offerings, Nordin and
Kowalkowski (2010) found no unanimous and rigorous definition of the term.
According to Brax and Jonsson (2009, p. 541) integrated solutions are:
[…] a bundle of physical products, services and information, seamlessly
combined to provide more value than the parts alone, that addresses customer’s
needs in relation to specific function or task in their business system; it is longterm oriented, integrates the provider as part of the customer’s business system,
and aims at optimizing the total cost for the customer.
Then they are either viewed as the most advanced service offerings to the installed base,
or as a change of strategy that requires organisational change and a new firm’s position
within the value chain (Windahl & Lakemond, 2010). Additionally, Nordin and
Kowalkowski (2010) stressed the importance of treating integrated solutions as being
distinct from goods-oriented services, because of former subset unique characteristics,
such as long-term relationships or balanced information exchange.
A comparison of several service strategy categorisations shows certain similarities and
differences (see Table 3.2, and Appendix A4 for details). It is noteworthy that most
authors use very similar categories to characterise their strategies, and it is obvious that
the description by Gebauer, Edvardsson, Gustafsson, et al. (2010) includes the whole
range of strategies proposed by other authors. Apparently, the more that authors focus
on advanced service strategies (e.g. Windahl & Lakemond, 2010), the more the
distinction between categories becomes blurred.
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Table 3.2:

Comparison of service strategies

Service strategies
(Gebauer, Edvardsson,
Gustafsson, et al.,
2010)

Service strategies
(Gebauer, 2008b)

Product service
classification
(Mathieu, 2001a)
Service strategies
(Mathieu, 2001b)

Installed base service
space
(Oliva & Kallenberg,
2003)

A typology
of service strategies
(Matthyssens &
Vandenbempt, 2010)

Service strategies
(Raddats & Burton,
2011; Raddats &
Easingwood, 2010)

After-Sales Service
Provider

After-sales service
provider

Service supporting the
supplier’s product
(SSP)

Basic installed base
service

After sales service

Service engagement
strategy / Productattached services on
own products

Integrated solutions in
the capital goods
industry
(Windahl &
Lakemond, 2010)

Product service
Service extension
strategy / Productattached services on
own and third party
products
Customer Support
Service Provider

Customer support
provider

Outsourcing Partner

Outsourcing partner

Development Partner

Development partner

Service supporting the
client’s action in
relation with the
supplier’s product
(SSC)
Service as a product
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Maintenance services

Service Partner

Service penetration
strategy, / ‘Operations
services’ on own
products

Maintenance offering

Operational services

Value Partner

Service transformation
strategy, / Vendoragnostic ‘operations
services’

Operational offering
Rental offering
Performance offering

Professional services

Solution Partner
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As guidelines for the following discussion, we use the service strategies as they are
defined by Gebauer (2008b) and applied by Gebauer, Edvardsson, Gustafsson, et al.
(2010). Multiple circumstances lead to this decision. Firstly, as shown above, the
strategies cover the entire spectrum of other proposals. Secondly, unlike most
suggestions, the strategy categorisation is based on empirical research and in addition is
within the context of capital goods manufacturing companies in Western Europe. This
context fits in well with this research. Finally, the strategies are widely used or referred
to by other authors (e.g. Kujala et al., 2010; Matthyssens & Vandenbempt, 2010;
Raddats & Burton, 2011). For illustration purposes (see Figure 3.6), the four service
strategies might be arranged, according to the relative importance of service for
company performance (Fischer et al., 2012, p. 6), on the goods-service continuum
(Oliva & Kallenberg, 2003). In line with Fischer et al. (2012, p. 143) and Windahl and
Lakemond (2010), integrated solutions are viewed as the most advanced service
offerings to the installed base, offered by a company that is able to support customers
throughout the whole product life cycle.

Figure 3.6: Service strategies among the goods-service continuum (author’s own
figure)
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Next, it should also be pointed out that a service orientation simultaneously involves an
offering transformation, as well as an organisational transformation (Fundin et al.,
2012).
3.3

Organisational Design Elements

As noted earlier, if a manufacturer is undergoing the transition to become a service
provider, the process not only entails a change in the offerings, but also a change in the
company’s organisation. Researchers point out drivers of competitive advantage
(e.g. organisation, assets, skills) in the industrial service business (Matthyssens &
Vandenbempt, 1998), organisational arrangements needed to effectively implement a
customer service-oriented strategy in manufacturing (Bowen, Siehl, & Schneider,
1989), the required organisational adjustments for the delivery of integrated solutions
(Galbraith, 2002; Shepherd & Ahmed, 2000) and the necessity of alignment amongst
strategy, conditions in the market and several organisational design elements (Neu &
Brown, 2005, 2008). Briefly, a proper fit between strategy and organisational design
elements seems to be a satisfying approach to support a successful transition and to
prevent several associated organisational challenges (see Appendix A5). Even more so
at the implementation level of a new service strategy “most challenges seem to be in the
organisational change domain” (Oliva & Kallenberg, 2003, p. 170). However, an
important question still remains: What are organisational design elements?
Research literature discussing organisational design elements in the context of capital
goods manufacturing companies and service strategies (see Appendix A6 for a list of
the reviewed literature) can be roughly divided into three groups (see Figure 3.7): The
first group uses organisational arrangement parameters (e.g. Antioco et al., 2008;
Homburg et al., 2003; Lytle, Hom, & Mokwa, 1998), to determine the extent to which
an organisation is service-oriented. Next, the second group shows the organisational
design elements (e.g. Gebauer, Fischer, et al., 2010; Neu & Brown, 2005; Windahl et
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al., 2004) that are required in order to be adapted to the service strategy. And finally, the
third group presents how business models and their elements (e.g. Barquet et al., 2013;
Björkdahl, 2009; Storbacka, 2011) have to be adjusted towards a service orientation. In
the following section these three groups will be discussed in detail.

Figure 3.7: Organisational arrangement parameters, organisational design elements
and business models (author’s own figure)
Organisational arrangement parameters (e.g. the service orientation of organisational
structure) are used to measure and evaluate a service orientation at an organisational
level (Homburg, Hoyer, & Fassnacht, 2002). An example of such a comprehensive
scale is known as SERV*OR (Lytle et al., 1998) and includes measures of, for instance,
service encounter, leadership, and systems to capture the level to which an organisation
is perceived by its employees as being service-oriented. Similarly, Homburg et al.
(2003) provides measures for the level of service orientation within the parameters of
corporate culture and human resource management in order to determine the successful
implementation of a service-oriented strategy. And Antioco et al. (2008) show in their
empirical study, the influence of parameters from the service climate literature, such as
top management’s commitment to services and customer treatment, on a service
orientation, relative product sales and service volume.
Organisational design elements interact with the service strategy and influence a
company’s performance. There is evidence that a successful service orientation requires,
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apart from a clearly defined service strategy, the following elements: (1) the
implementation of a market-oriented and clearly defined service development process;
(2) service offerings focusing on the value proposition to the customer; (3) relationship
marketing; (4) the establishment of a separate service organisation; and (5) the creation
of a service culture (Gebauer, 2007b; Gebauer et al., 2005; Gebauer, Friedli, et al.,
2006). The importance of some of these elements is stated in other studies. A positive
association between the service orientation of corporate culture and business
performance in industrial manufacturing is reported (Gebauer, Edvardsson, & Bjurko,
2010), and the appropriate organisational structure for a service-oriented manufacturing
company explored (Gebauer et al., 2009; Raddats & Burton, 2011). In a more
comprehensive manner, the two studies of Neu and Brown (2005, 2008) argue that the
link between service strategy and a company’s performance depends on structure,
processes, measurements and rewards, and people (human resource management);
elements that are part of the star model (Galbraith, 2002) and solution model (Shepherd
& Ahmed, 2000).

Figure 3.8: The star model (according to Galbraith, 2002)
This linkage between strategy and organisational design elements is further supported
by two studies that demonstrate the necessity of a “strategy-structure configuration”:
each service strategy is supported by a specific pattern of organisational design
elements. The first, a quantitative study, shows the alignment between strategy and the
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elements corporate culture, human resource management and organisational structures.
Each element consists of multiple items (see Table 3.3) and is mainly based on existing
measures for organisational arrangement parameters. It is shown that each element’s
level of service orientation differs for each of the studied service strategies (Gebauer,
Edvardsson, Gustafsson, et al., 2010). The second, a qualitative study, explores the
interrelationship among strategic change and organisational design elements. In addition
to the elements from the former study, the service development process is also taken
into account. It is clearly evident that a change of strategy requires modifications of a
limited number of organisational design elements (Gebauer, Fischer, et al., 2010).
Table 3.3:

Organisational design elements (Gebauer, Fischer, et al., 2010)

Organisational
Design Element

Items

References

Corporate culture

 Corporate values
 Employee behaviour

Homburg et al. (2003)

Human resource
management

 Personnel recruitment
 Personnel training
 Personnel assessment/compensation

Homburg et al. (2003)

Organisational
structure

 Organisational distinctiveness between
products and services
 Proximity of the service organisation to
customers

Oliva and Kallenberg (2003)
Matthyssens and
Vandenbempt (1998)

Service development
process

 Formality of the service development
process
 Customer involvement in the service
development process

Martin and Horne (1992)

Lately, several studies have started to use so-called business models, which are
constructed from various organisational design elements, to present the necessary
changes required to adopt a service orientation. One of the studies shows the impact of
integrating ICT into mechanical engineering goods (Björkdahl, 2009). Others outline
the key aspects of a transition towards a service-based business model (Gopalani, 2010;
Kindström, 2010) or develop a conceptual framework for the analysis of a company’s
business model for (1) integrated solutions (Storbacka, 2011); (2) multiple service
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strategies, such as installed base service, customer support services, operations and
maintenance outsourcing, and life-cycle solutions (Barquet et al., 2013; Kujala et al.,
2010); or (3) companies that either provide goods and related services to create an
installed base for the customers, or goods that are utilised as inputs in the customers’
processes (Storbacka, Windahl, Nenonen, & Salonen, 2013).
The limited number of authors who study the interaction between strategy and
organisational design elements, predominantly apply frameworks that combine service
strategies with the elements organisational structure, processes, culture, human resource
management and customers (see Appendix A6 for a detailed list of organisational
design elements). This overall agreement on the same elements, allows for comparison
of the results of the studies and for a generalisation of how each of these organisational
design elements has to be adjusted to a certain service strategy. Regrettably, there is no
indication for consolidating the elements in a business model framework. In contrast,
the majority of literature that covers business models highlights the elements customers,
followed by organisational structure and human resource management. There is
however a good deal of ambiguity regarding which elements should constitute a
business model. Most of the proposed models are composed of organisational design
elements that best match with the studied subjects and case companies.
To sum up, this research builds on the argument that the transition of capital goods
companies from a manufacturer to a service provider can be implemented through
different service strategies. Whereas a successful service orientation can be achieved
with any of these strategies, it is necessary to adjust the organisational design elements
or the business model of the firm accordingly.
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3.4

The Service-Dominant Logic

The more manufactured goods become distribution mechanisms for service provision,
and the more the focus shifts towards intangible resources, co-creation and
relationships, the more a company moves from a goods-dominant (G-D) logic to a
service-dominant (S-D) logic (Lusch & Vargo, 2006b; Vargo & Lusch, 2004a, 2008a,
2008b). G-D logic, which has traditionally prevailed in most industrial companies, is
built on goods that are embedded with value during manufacturing and exchanged, as
units of output, in a transactional manner with customers (value-in-exchange). With this
logic “services”, characterised e.g. by their intangibility, heterogeneity, inseparability
and perishability (Lovelock & Gummesson, 2004; Zeithaml, Parasuraman, & Berry,
1985), are a particular type of product or add-on that enhance the value of goods.
Contrary to the debate about the differences between goods and services, “S-D logic
considers the relationship between service and a good – that is, a good is an appliance
used in service provision. In S-D logic service is the common denominator of exchange
and thus is hypernymic to goods” (Lusch & Vargo, 2006b, p. 282). The value of
“service” - a process of using competence for the benefit of another entity (Vargo &
Lusch, 2008c), is determined by the customer who becomes an active player, a
participant in relational exchanges, and co-creator (value-in-use). To capture the essence
of their model, Vargo and Lusch (2008b) identified ten foundational premises (FP), as
they are summarised in the following table:
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Table 3.4:

Axioms and foundational premises of S-D logic (Lusch & Vargo, 2014, p.
54; Vargo & Lusch, 2008b, p. 7)

Axiom

Foundational Premise

Explanation/Justification

Axiom
1

FP 1

Service is the fundamental basis of
exchange

The application of operant resources
(knowledge and skills), “service” is
the basis for all exchange. Service is
exchanged for service

FP 2

Indirect exchange masks the
fundamental basis of exchange

Because service is provided through
complex combinations of goods,
money, and institutions, the service
basis of exchange is not always
apparent

FP3

Goods are a distribution mechanism
for service provision

Goods (both durable and nondurable) derive their value through
use - the service they provide

FP4

Operant resources are the
fundamental source of competitive
advantage

The comparative ability to cause
desired change drives competition

FP5

All economies are service economies

Service is only now becoming more
apparent with increased
specialization and outsourcing

FP6

The customer is always a co-creator
of value

Implies value creation is interactional

FP7

The enterprise can only make value
propositions

Enterprises can offer their applied
resources for value creation and
collaboratively (interactively) create
value following acceptance of value
propositions, but cannot create and/or
deliver value independently

FP8

A service-centered view is customer
oriented and relational

Because service is defined in terms
of customer-determined benefit and
co-created it is inherently customer
oriented and relational

Axiom
3

FP9

All economies and social actors are
resource integrators

Implies the context of value creation
is networks of networks (resource
integrators)

Axiom
4

FP10

Value is always uniquely and
phenomenological determined by the
beneficiary

Value is idiosyncratic, experiential,
contextual, and meaning laden

Axiom
2

Obviously, there are manifold parallels between S-D logic and the research traditions in
the B2B marketing field. Business marketing academics have been at the forefront of
exploring topics, such as the concept of value, collaboration and partnerships, long-term
value of customer, and the network perspective (Vargo & Lusch, 2008a), that resonate
with the foundational propositions of S-D logic (Day, 2006; Jacob & Ulaga, 2008).
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Moreover, some of the basic propositions are actually reflected by management thinking
(Jacob & Ulaga, 2008).
Given the theory that emphasises a service perspective for all companies, as service
rather than goods forms the basis of exchange, it remains an open question as to how
capital goods manufacturers operating in G-D logic should adopt S-D logic in practice.
Often, such a change in logic is put on the same level as a transition from goods to
service. That said, Vargo and Lusch (2008a) highlighted that the shift to provide service
implies much more than producing services instead of goods. The transition implies a
reframing of the whole purpose of the company, of its role in value creation, and a
change in one’s view (Table 3.5).
Table 3.5:

S-D logic directions for marketing practitioners (Vargo & Lusch, 2008a)

Goods logic

Service logic

From thinking about the purpose of firm activity
as making something (goods or services)

to a process of assisting customers in their own
value-creation processes

From thinking about value as something produced
and sold

to thinking about value as something co-created
with the customer and other value-creation
partners

From thinking of customers as isolated entities

to understanding them in the context of their own
networks

From thinking of firm resources primarily as
operand - tangible resources such as natural
resources

to operant - usually intangible resources such as
knowledge and skills.

From thinking of customers as targets

to thinking of customers as resources

From making efficiency primary

to increasing efficiency through effectiveness

There is evidence that a transition from goods to service is an antecedent to a transition
from G-D logic to S-D logic. Kowalkowski (2010) as well as Gebauer, Edvardsson,
Gustafsson, et al. (2010) argue that there is a difference between the two transitions. On
the one hand, a transition from goods to service reflects a strategic repositioning
through the addition of new services to the goods offering, an exploitation of new
service business opportunities (Sawhney et al., 2004), and value-in-exchange. On the
other hand, a transition from G-D to S-D logic emphasises value co-creation, value-in48
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use, and requires the formation and implementation of a new strategy-structure
configuration to develop the service business (Gebauer, Edvardsson, Gustafsson, et al.,
2010). A company can either make a transition from goods to service, a shift in the
dominant logic, or both (see Figure 3.9). Although many industrial manufacturing
companies offer service, they still have a G-D logic perspective and focus on services as
units of output (Cell 2). There are only a few companies that managed to entirely focus
on customer-centric value co-creation and move to S-D logic (Cell 4) (Kowalkowski,
2010). Most probably in line with S-D logic are service strategies such as “development
partner”, “outsourcing partner” (Gebauer, Edvardsson, Gustafsson, et al., 2010) and
integrated solutions (Kowalkowski, 2010).

Figure 3.9: Two distinct service transitions (adapted from Kowalkowski, 2010)
In contrast, interpreting integrated solutions as a shift to S-D logic has also been seen as
problematic. In this respect researchers campaign for balancing elements from both
logics, as they will coexist in most markets (Day, 2006). This is particularly the case for
many industrial manufacturers that offer integrated solutions alongside traditional goods
and services for the installed base (Salonen, 2011; Windahl & Lakemond, 2010). This
explains why, according to Windahl and Lakemond (2010) integrated solutions have
their own logic, defined as integrated solution-centred logic. Under this logic, goods and
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services, as the units of exchange, are both used to increase the customer’s performance
and/or cost savings. The suppliers’ focus on the customer is stronger than in G-D logic,
but simultaneously the focus on goods and technology is stronger than in the S-D logic
(Windahl & Lakemond, 2010).
Given the little research that has been dedicated to viewing the service orientation of a
capital goods manufacturer from an S-D logic perspective, the proposal is to use this
logic to guide the characterisation of business model elements.
3.5

Business Models

It may be argued that a transition from goods to service requires making changes in a
firm's business model that embodies many of the discussed organisational design
elements. However, what is a business model? The first article (see Bellman, Clark,
Malcolm, Craft, & Ricciardi, 1957) to use the term “business models” was published in
1957 (Osterwalder, Pigneur, & Tucci, 2005), but it is since 1995 that popularity and use
of the term have emerged in a multitude of arenas (Ghaziani & Ventresca, 2005).
Although the concept of business models is extensively discussed and has found wide
acceptance by journalists, consultants, practitioners and investors (Baden-Fuller &
Morgan, 2010; Chesbrough & Rosenbloom, 2002; Osterwalder et al., 2005), only more
recently has the topic received considerable attention in academic literature as well (Alt
& Zimmermann, 2001; Lecocq, Demil, & Ventura, 2010; Richardson, 2008). Practice
clearly precedes academic research (Baden-Fuller & Morgan, 2010; George & Bock,
2011; Zott & Amit, 2010). One reason for this situation could be that the business
model “draws from and integrates various academic and functional disciplines, gaining
prominence at none” (Chesbrough & Rosenbloom, 2002, p. 533).
Unfortunately, research and literature on business models is highly dispersed. Although
researchers stress the need for an unambiguous business model definition, which is
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required in order to advance in knowledge and research (Pateli & Giaglis, 2004;
Seppänen & Mäkinen, 2005), there is still no commonly agreed definition of the term
(e.g. Morris, Schindehutte, & Allen, 2005; Zott et al., 2011). According to Baden-Fuller
and Morgan (2010, p. 157) the role of business models “is to provide a set of generic
level descriptors of how a firm organises itself to create and distribute value in a
profitable manner”. It can be observed that this and other definitions describe two
different characteristics: (1) the business model and its role as a model, and (2) the
business model that describes the functions of a business or those of a company.
The business model’s most critical task is to develop and provide a holistic
understanding of an organisation and its value propositions. Apart from capturing,
visualising, understanding, and communicating the business logic, the business model
should help to reduce complexity (Alt & Zimmermann, 2001; Osterwalder et al., 2005;
B. W. Wirtz, 2011, p. 70). It can be used to analyse a company and describe a possible
future for it. In the end, it helps companies to become more flexible and efficient in
order to remain competitive (Dubosson-Torbay, Osterwalder, & Pigneur, 2002;
Osterwalder et al., 2005).
A comprehensive analysis of frequently used definitions that explain the functions of a
business or company (see Appendix A7) reveals several central themes. Firstly, all of
the investigated definitions use the concept of value (e.g. Anderson & Narus, 1998;
Möller & Törrönen, 2003) and include the creation of value as core function.
Interestingly, value creation (e.g. Normann & Ramírez, 1993; Vargo & Lusch, 2004a)
has developed into one of the most relevant contexts in which the term business model
has been used (Ghaziani & Ventresca, 2005) and it is noteworthy that customers and
third parties from the value network may also be involved in the value-creation process
(e.g. Christensen & Rosenbloom, 1995; Vargo & Lusch, 2004a). Secondly, most
definitions mention the delivery of value to the customer as an important task.
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Profitable delivery of value requires proper resources and processes (M. W. Johnson,
Christensen, & Kagermann, 2008). Finally, many definitions include the point that
business models have to appropriate a share of the created value, which is pivotal to a
company’s long-term survival (Osterwalder, 2004). The relevance of these themes is
supported by Nenonen and Storbacka (2010), who identified customer value creation,
earning logic, value network, resources and capabilities, as well as strategic decisions as
core business model functions.
A possible third part of the definition is a description of the various elements used to
build the architecture of the business model. Several authors (e.g. Amit & Zott, 2001;
Chesbrough & Rosenbloom, 2002; M. W. Johnson et al., 2008; Osterwalder et al.,
2005) provide a business model framework that is characterised by elements and a
graphical representation. The main elements correspond to the most important functions
of a business model: The value proposition is created by using resources and is
delivered to the customer to generate value. A comparison of the elements (see Figure
3.10 and Appendix A8 for more details) demonstrates that the business model ontology
(Osterwalder, 2004) is one of the most detailed models. It encompasses all the elements,
with the exception of strategy, of the others authors’ models.
On closer examination, the business model ontology, “a conceptualisation and
formalisation of the essential components of a business model into elements,
relationships, vocabulary and semantics” (Zott et al., 2011, p. 1026), consists of four
pillars (see Table 3.6) that are then broken down into nine interrelated business model
building blocks or elements (Osterwalder, 2004; Osterwalder et al., 2005). Along with
the textual description, the ontology is also presented graphically (see Figure 3.11). The
model builds a strong basis for the development of the “business model canvas”
(Osterwalder & Pigneur, 2010) that was co-created by a large group of experts from
academy and industry and since then has been applied by many well-known companies.
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Figure 3.10: Elements in business model descriptions (author’s own figure)
Consensus is growing, in research (Pateli & Giaglis, 2005; Zott et al., 2011) as it is in
practice (Casadesus-Masanell & Ricart, 2011; George & Bock, 2011), that business
models and strategy are different concepts. On the one hand, the business strategy
incorporates competition, is about making strategic choices, and is a set of initiatives,
activities and processes, which may initiate change within an organisation. On the other
hand, the business model shows how the pieces of a business fit together, reflects the
strategic choices and their operating implications, and is a static configuration of
organisational elements and activity characteristics (George & Bock, 2011; Magretta,
2002; Shafer, Smith, & Linder, 2004). In short it is an integrative framework to
complete the description of a strategy, link a strategy to activities and execute the
strategy (Richardson, 2008), and therefore to some extent it is an abstract representation
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of a firm’s strategy (Ammar, 2006; Casadesus-Masanell & Ricart, 2010; Seddon, Lewis,
Freeman, & Shanks, 2004). Moreover, it may be viewed as a dependent architectural
layer that helps to transfer the highly aggregated information of a strategy to a tactical
level and then further to an operational level, composed of business structure, business
processes and infrastructure (see Figure 3.12). Filling the gap between strategy and
processes, it becomes a tool to provide crucial alignment among those business layers
(Al-Debei & Avison, 2010; Osterwalder, 2004, pp. 14-15).
Table 3.6:

The nine business building blocks (Osterwalder et al., 2005, p. 10)

Pillar

Business Model
Building Block

Description

Product

Value proposition

Gives an overall view of a company’s bundle of
products and services

Customer
interface

Target customer

Describes the segments of customers a company
wants to offer value to

Distribution channel

Describes the various means of the company to get in
touch with its customer

Relationship

Explains the kind of links a company establishes
between itself and its different customer segments

Value configuration

Describes the arrangement of activities and resources

Core competency

Outlines the competencies necessary to execute the
company’s business model

Partner network

Portrays the network of cooperative agreements with
other companies necessary to efficiently offer and
commercialize value

Cost structure

Sums up the monetary consequences of the means
employed in the business model

Revenue model

Describes the way a company makes money through
a variety of revenue flows

Infrastructure
management

Financial aspects
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Figure 3.11: The business model ontology (adapted from Osterwalder, 2004, p. 44;
Osterwalder & Pigneur, 2010; Osterwalder et al., 2005)

Figure 3.12: Business layers (adapted from Al-Debei & Avison, 2010; Osterwalder,
2004, p. 14)
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Usually, a business model is a description of the way a company does business at a
specific moment in time. But the concept can also be used to evolve from a current to an
adjusted or new business model (Chesbrough, 2007; Linder & Cantrell, 2000;
Osterwalder, 2004). Firstly, there is “business model change” that is typically primarily
driven by reengineering of processes, structural changes, modifications of the value
proposition, moves to adjacent markets and cost improvements (Demil & Lecocq, 2010;
Linder & Cantrell, 2001). According to Björkdahl (2009), any change in some of the
business model’s elements or in their relations is understood as business model change.
Secondly, closely linked, there is “business model innovation” that “occurs when a firm
adopts a novel approach to commercializing its underlying assets” (Gambardella &
McGahan, 2010, p. 263). Business model innovation, comprises innovation in the
business model elements. The business model then represents another source and
dimension of innovation (Teece, 2010; Zott et al., 2011). There are clearly defined
processes for the development of business models (e.g. M. W. Johnson et al., 2008;
Osterwalder & Pigneur, 2010, p. 248), however current literature mostly focuses on new
business models in start-ups without obvious consideration of incumbent firms with
existing models seeking change (Santos, Spector, & Van der Heyden, 2009). Some of
the few exceptions include Linder and Cantrell (2000) who proposed so-called change
models that represent the core logic for how a company will change over time based on
the level of change needed, and Pateli and Giaglis (2005) who developed a
methodology for the evolution of a company’s business model under the impact of
technology innovation (see Table 3.7). Moreover, not as detailed as the previous
methodology, but in order to support the adoption of a service strategy, Barquet et al.
(2013) proposed the following three steps: (1) the decision whether to adapt the current
business model or create a new one; (2) the choice of a corresponding service strategy;
and (3) the clarification of the characteristics required in the business model.
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Table 3.7:

Business model change under the impact of technology innovation (Pateli
& Giaglis, 2005)

Phase

Step

Description

Phase 1:
Understand

Step 1

Analysis and documentation of existing and current business model

Phase 2:
Identify
Technology’s
Influence

Step 2

Identification and assessment of the impact of technology innovation on
the current business model
Identification of the benefits and impact of the technology on the key
elements of the business model

Step 3

Identification of the missing roles to accomplish the new business
functions and a description of their activities

Step 4

Definition of a set of scenarios in the new business environment
Experiments with alternative business models’ propositions and
exploration of their implications

Step 5

Revision of the current business model based on the identified scenarios
Description of the new business models

Step 6

Evaluation of the impact of the new business model on the structure and
dynamics of the markets concerned
Linking of the methodology to subsequent change implementation
programs

Phase 3:
Change

There are only a few researchers that have conducted empirical research on business
models in the context of a transition from a manufacturer to a service provider. A
review of these studies (see Appendix A9 for a list of the reviewed literature) reveals
the following observations: Firstly, literature views the business model elements from a
static or dynamic perspective (Demil & Lecocq, 2010; Gebauer, Fischer, et al., 2010).
The majority of researchers focus on the rather static content view and depict the
configuration of the business model elements for a specific service strategy (e.g. Kujala
et al., 2010; Storbacka, 2011). The others describe the necessary modifications in the
elements to move from one business model to another (e.g. Björkdahl, 2009;
Kindström, 2010). Secondly, as already mentioned (see section 3.3), most often authors
constitute their own business model, thereby using elements that fit with the examined
case firm. Only in some cases is a business model, as it is proposed by Chesbrough and
Rosenbloom (2002) or Osterwalder and Pigneur (2010) applied. Due to this fact, a
comparison and generalisation of the findings is more difficult to carry out. Finally,
only a single study (Nenonen & Storbacka, 2010) could be found that has been devoted
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to business models in conjunction with S-D logic. One might conclude that there is little
interest in this relationship.
As highlighted above, research largely neglects to present the interrelation between
generic service strategies and popular business model frameworks. To gain a better
understanding of the service orientation, this research will use the business model
ontology (Osterwalder et al., 2005) as a structuring and analytical framework to analyse
and depict a service-oriented business model. Furthermore, there is strong indication
(e.g. Kindström, 2010; Kujala et al., 2010) that business models, viewed as interface
layer between strategy and structure (e.g. Al-Debei & Avison, 2010; Osterwalder, 2004,
p. 14), could partly help to increase the success of a capital goods manufacturer
company’s transition to service. The necessity of such an alignment suggests a
“strategy-business model configuration” with characteristics similar to those of the
strategy-structure configuration. Following the methodologies for business model
change proposed by Pateli and Giaglis (2005) and Barquet et al. (2013) it is assumed
that each or a limited number of business model elements must be adjusted to different
degrees of service orientation in order to fit with the chosen service strategy.
3.6

A Service-Oriented Business Model for Capital Goods Manufacturers

With regard to the reviewed literature the fundamental question of how a business
model and its elements have to be configured in order for a firm to achieve the
appropriate level of service orientation required by the adopted service strategy remains
unanswered. Therefore, in an effort to develop a framework that supports a capital
goods manufacturer’s transition from goods to service, the research attempts to answer
the following two general research questions:
RQ1: “Which configuration of the elements increases the service orientation of a
capital goods manufacturer’s business model?”
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RQ2: “How is the business model elements’ configuration driven by the company’s
service strategy?”
As a first step towards answering these questions, the three presented key areas (1)
service strategies for capital goods manufacturers including organisational design
element, (2) S-D logic, and (3) business models, are linked with each other in order to
design a service-oriented business model for capital goods manufacturers.

Figure 3.13: Three key areas for the design of a service-oriented business model for
capital goods manufacturers (author’s own figure)
The following steps are performed when designing the business model. Firstly, while
taking into account the business model ontology (Osterwalder, 2004) as structuring
framework each business model element’s characteristic is described in terms of the
element’s function. Secondly, with reference to a transition from G-D logic to S-D
logic, a matching key theme of S-D logic (Vargo & Lusch, 2004a, 2008b) is assigned to
every element. Then, the theoretical basis for these topics is additionally underpinned
by research literature that concerns one or more of the following themes: a service
orientation in general, a service orientation of organisational design elements, or S-D
logic in relation to a transition from goods to service (see Appendix A10 for further
details). Finally, for each business model element a driver of service orientation is
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proposed that is assumed to positively influence the entire business model’s level of
service orientation. Furthermore, an indication is given as to how the business model
elements have to be configured when a capital goods manufacturer moves along the
goods-service continuum, from the “after-sales service provider” to the “customer
support service provider”, to the “development partner” or the “outsourcing partner”
strategy.
3.6.1

Value Proposition

The “value proposition” is a company’s bundle of goods and service that represents
value for one or several customers (Osterwalder, 2004). It helps customers to solve
important problems or satisfy a job-to-be-done (M. W. Johnson et al., 2008), and is
based on a firm’s resources and activities (Osterwalder, 2004).
With regard to the goods-service continuum (Oliva & Kallenberg, 2003) there is the
goods-centred view and G-D logic on the one hand and the service-centred view and
S-D logic on the other hand. As mentioned (section 3.4), in S-D logic value is perceived
and determined by consumers who are co-creators and active participants in relational
exchanges. Consequently, an enterprise can only offer value propositions (Vargo &
Lusch, 2004a, 2008b) that represent “how an actor [producer] proposes to positively
participate in value creation with a beneficial actor [consumer]” (Lusch & Vargo, 2014,
p. 57). Transferred to services strategies and value propositions, there is service
supporting the supplier’s product (SSP) that corresponds with G-D logic and service
supporting the client’s action in relation with the supplier’s product (SSC) which
matches with S-D logic. Based on dimensions used by Lovelock (1983) SSC contrasts
with SSP in the emphasis on people rather than goods as direct recipients of the service,
more intense relationships between the firm and customers, and a higher level of
customisation of the service (Mathieu, 2001a).
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A relevant approach to value creation is the customisation of offerings (Cova & Salle,
2008). The service-centred view proposes to “cultivate relationships that involve
customers in developing customized, competitively compelling value propositions to
meet specific needs” (Vargo & Lusch, 2004a, p. 5). Not surprisingly, companies that
succeed with their service orientation are those which base their service development
process (Gebauer, 2007b; Gebauer et al., 2005; Gebauer, Friedli, et al., 2006) and the
development of tailored value propositions (Baines, Lightfoot, Peppard, et al., 2009;
Neu & Brown, 2005) on a comprehensive understanding of customers’ unique needs
and wants. Moreover, customisation, which “involves designing, modifying, or
selecting products to fit into a customer’s environment” (Tuli, Kohli, & Bharadwaj,
2007, p. 7), is considered an integral part of SSCs (Antioco et al., 2008), and integrated
solutions (e.g. Sawhney, 2006, p. 370; Shepherd & Ahmed, 2000; Storbacka et al.,
2013), since uniqueness is at the core of solutions thinking (Salonen, 2011).
In summary, a service-oriented business model requires companies to design a value
proposition around the customer’s business and processes (Kindström, 2010). Thereby,
customisation is one of the key success factors for superior customer value, which is in
turn a necessary requirement for competitive advantage in industrial service
(Matthyssens & Vandenbempt, 1998). In addition, it affects solution effectiveness, the
extent to which a solution meets a customer’s need (Tuli et al., 2007). Thus,
P1 (a): The service orientation of a capital goods manufacturer’s business model is
increased through value proposition customisation.
P2 (a): A capital goods manufacturer that moves from the “after-sales service
provider” to the “customer support service provider”, to the “development partner” or
the “outsourcing partner” service strategy, has to steadily increase its value
proposition customisation.
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3.6.2

Customer Relationship

The “customer relationship” describes the type of relationship a company establishes
and maintains with its customer to promote a value proposition. Relationships can be
classified according to their customer equity goals, namely acquisition, retention, and
add-on selling. They might be a part of a channel or value proposition (Osterwalder,
2004).
A transition from G-D logic to S-D logic changes the purpose of a company from
making something to assisting customers in their value-creation process (Vargo &
Lusch, 2008a). According to S-D logic the service-centred view is inherently customeroriented and relational (Vargo & Lusch, 2004a, 2008b). Consequently marketing
activities shift from attracting customers, to having customers and taking care of them
(Ravald & Grönroos, 1996) and exchange moves from a static transactional activity to a
dynamic relational relationship. It is argued that the relationship that precedes and
follows a transaction is more important than the transaction itself. Even single
transactions “are promises and assurances that the exchange relationship will yield
valuable service provision, often for extended periods” (Vargo & Lusch, 2004a, p. 12).
Therefore, marketing should enhance a mutually profitable and long-term relationship
between the company and its customer (Ravald & Grönroos, 1996).
In accordance with a transition from G-D logic to S-D logic, research literature on the
transition from goods to service acknowledges the move from a transaction-based to a
more relationship-based business model (Oliva & Kallenberg, 2003; Penttinen &
Palmer, 2007). Traditional manufacturers are generally accustomed to single
transactions, limited interaction with the customer, low intensity of relationship, and
reactive services (e.g. repairs and maintenance), while service providers have to develop
and maintain stable, iterative, high intensity, long-term relationships and more proactive
service contracts (e.g. optimisation of customer’s processes) (Baines, Lightfoot,
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Peppard, et al., 2009; Kindström, 2010; Mathieu, 2001a; Storbacka et al., 2013).
Ongoing relationships and collaboration with customers are primarily initiated by
relationship marketing and marketing activities (see Channel, section 3.6.3) that
concentrate on a customer-centred orientation (e.g. Gebauer et al., 2005; Grönroos,
1998; Neu & Brown, 2005). In particular integrated solutions are relationship intensive
(Kindström, 2010), because solutions are developed to support the customer’s long-term
value creation (Storbacka, 2011). Hence, the provider becomes part of the customer’s
ongoing operations (Windahl et al., 2004) and the interaction between the supplier and
the customer changes to increased dependency (Windahl & Lakemond, 2010). Finally, a
thorough understanding of a customer’s operations from both a technical and a business
perspective (Kowalkowski, 2010) additionally enables companies to develop long-term
customer relationships.
It follows that a service orientation requires more interaction between the supplier and
its customer, with the intent to create long-term relationships. A good relationship
between manufacturer and customer enables them to exchange specific knowledge,
develop even closer relationships, co-create value, but also to gather specific
information on current and future needs (Antioco et al., 2008). Thus,
P1 (b): The service orientation of a capital goods manufacturer’s business model is
increased through commitment to long-term relationship development.
P2 (b): A capital goods manufacturer that moves from the “after-sales service
provider” to the “customer support service provider”, to the “development partner” or
the “outsourcing partner” service strategy, has to steadily increase its commitment to
long-term relationship development.
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3.6.3

Channel

Companies use the “channel” to get in touch with customers and deliver value
propositions to them. A channel represents the interface between a supplier and its
customers and serves for the following marketing activities: customer awareness,
evaluation of customer needs, purchase and after-sales. Modern channels have the
potential to create value and therefore may be a part of the value proposition
(Osterwalder, 2004).
G-D logic puts goods as units of output, the company as creator, and the customer as
destroyer of value, in the centre (Vargo & Lusch, 2006, 2008b). Moreover, with this
logic a consumer orientation “represents an attempt, appropriately, at shifting the focus
from the good to the needs and desire of the consumer” (Vargo & Lusch, 2006, p. 47).
In contrast, S-D logic premises on service as inherently customer-oriented, since value
is co-created with the customer and always determined by the beneficiary (Vargo &
Lusch, 2004a, 2008b). Briefly, knowledge and skills (operant resources) applied to meet
the needs of the customer, and an understanding of how customers integrate and
experience service-related resources, are viewed as the sources of sustainable
competitive advantage (Lusch, Vargo, & O’Brien, 2007).
Likewise literature on service orientation also emphasises customer knowledge that is
primarily viewed as knowledge from customers (e.g. knowledge resident in customers)
rather than knowledge about customers (Gibbert, Leibold, & Probst, 2002). Various
scholars (e.g. Gebauer, 2007b; Gebauer et al., 2005; Neu & Brown, 2005) highlight the
following three key factors that enable a manufacturer to exchange specific knowledge
and gather information on customer needs (Antioco et al., 2008; Kindström, 2010).
Firstly, relationship marketing (Grönroos, 1998) establishes an ongoing relationship
with the customer. Among other aspects, companies have to train and empower sales
people and service technicians so that they can serve as a trusted adviser while
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developing a learning relationship (Pine, Peppers, & Rogers, 1995) with customers.
Secondly, a market orientation (Kohli & Jaworski, 1990) directs an organisation’s
activities towards understanding the complex needs of the market. And finally, a
customer-centred orientation (Pine et al., 1995) directs actions towards close
collaboration with individual customers to understand each one’s business needs.
As a manufacturing company moves along the goods-service continuum (Oliva &
Kallenberg, 2003), the customer’s operations and core activities become more
important, and goods only a part of the value proposition. Then, the manufacturer needs
closer customer interaction and profound knowledge of the customer’s processes and
business, in order to offer the appropriate service (Gebauer, Friedli, et al., 2006;
Kindström, 2010) and anticipate the customer’s present and future needs (Helander &
Möller, 2007). Thus,
P1 (c): The service orientation of a capital goods manufacturer’s business model is
increased through customer knowledge.
P2 (c): A capital goods manufacturer that moves from the “after-sales service
provider” to the “customer support service provider”, to the “development partner” or
the “outsourcing partner” service strategy, has to steadily increase its customer
knowledge.
3.6.4

Customer

The “customer” is the type of customer a company wants to address in order to provide
a value proposition to. Customers can be segmented by using different criteria.
Companies can create additional value by integrating customers as actors in the valuecreation process (Osterwalder, 2004).
With S-D logic the focus of marketing moves away from a to market logic, where
customers are targets and recipients of goods, to a market with logic, where both
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groups, customers and suppliers are collaborators in co-creation and co-production
activities (Lusch & Vargo, 2006b; Vargo & Lusch, 2004a, 2008a). Thus, the customer
is primarily a provider of knowledge and skills (Vargo & Lusch, 2004a), “always a cocreator of value” (Vargo & Lusch, 2008b, p. 7), an entity in the context of its own
network (Vargo & Lusch, 2008a) and finally the one who determines the value of a
service (Vargo & Lusch, 2008b). This view of the customer as value creator is shared
by other researchers (e.g. Grönroos, 2008; Normann & Ramírez, 1993) as well. In
conclusion, it is believed that “providing service co-production opportunities and
resources consistent with the customer’s desired level of involvement leads to improved
competitive advantage through enhanced customer experience” (Lusch et al., 2007, p.
13).
The move from a service supporting the supplier’s product (SSP) to a service supporting
the client’s action in relation with the supplier’s product (SSC) orientation enables a
customer’s ability not only to develop close relationships and exchange specific
knowledge but also to co-create value (Antioco et al., 2008). Insight has been gained
that shows that the more a company’s operations are service focused, the more customer
involvement increases (Gebauer, Fischer, et al., 2010; Wikström, Artto, Kujala, &
Söderlund, 2010). Not surprisingly, customer involvement and co-creation is widely
recognised as a prerequisite for the successful delivery of integrated solutions (e.g.
Kindström, 2010; Martin & Horne, 1992; Matthyssens & Vandenbempt, 1998). It is
service development that is dependent on collaboration between manufacturers and
existing customers. In this case, inter-firm collaboration helps to develop a shared
understanding of market conditions and customer needs (Neu & Brown, 2005),
furthermore to jointly define problems (Shepherd & Ahmed, 2000) and to achieve a
match between the needs and the offering (Salonen, 2011; Windahl & Lakemond,
2006). Often companies also tend to test, refine and improve their new services in the
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field with customers (Baines, Lightfoot, Peppard, et al., 2009). In this case, customers
can also passively co-create value, for example by providing data or patterns of
behaviour (Kowalkowski, 2010).
To summarise, many companies are increasingly viewing their customers as an essential
part of their supplier’s value network and thus co-create integrated solutions for and
with the customer (Cova & Salle, 2008; Kindström, 2010). Such co-creation may result
in significant mutual incentives for success (Penttinen & Palmer, 2007) and generate
opportunities for future innovation (Kowalkowski, 2010). Thus,
P1 (d): The service orientation of a capital goods manufacturer’s business model is
increased through customer’s value realisation engagement.
P2 (d): A capital goods manufacturer that moves from the “after-sales service
provider” to the “customer support service provider”, to the “development partner” or
the “outsourcing partner” service strategy, has to steadily increase the value
realisation engagement of its customers.
3.6.5

Partner Network

The “partner network” describes the network of suppliers and partners. Based on
agreements, a co-operation is formed between two or more independent companies to
carry out a specific task jointly. Companies coordinate the necessary activities and
resources in order to provide a value proposition (Osterwalder, 2004; Osterwalder &
Pigneur, 2010, pp. 38-39).
In contrast to G-D logic, whereas firms produce and sell value, often with inputs from
other firms in a supply chain, S-D logic requests companies to offer their applied
resources to co-create value together with partners and customers (Vargo & Lusch,
2008a; Vargo, Maglio, & Akaka, 2008). This implies that a company’s primary function
is that of resource integration (Vargo & Lusch, 2006). More generally, this leads to the
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situation in which “[a]ll social and economic actors are resource integrators” (Vargo &
Lusch, 2008b, p. 7). Examples of economic and social actors are customers and network
partners, both are parties that are involved in exchange relationships (Vargo & Lusch,
2008b, p. 7). Their common purpose is “value cocreation through resource integration
and service-for-service exchange” (Lusch & Vargo, 2014, p. 10). Thus, companies have
to engage both, customers and value network partners, in the value-creation process in
order to gain competitive advantage (Lusch et al., 2007, p. 13).
Several authors, who study the service orientation of manufacturers, put emphasis on
the importance of partner networks. External actors, e.g. partners, suppliers, research
institutes and governmental agencies, form a value network that is connected to a
manufacturer’s own internal resources (Kindström, 2010; Storbacka et al., 2013;
Windahl & Lakemond, 2006). Companies often rely on network resources, or more
precisely the actors’ resources and capabilities (Helander & Möller, 2007), if they
encounter limitations in their own competences (Matthyssens & Vandenbempt, 2008;
Windahl & Lakemond, 2006). In this respect, partners play an important role in the
development of new service offerings (e.g. Kindström, 2010), for the provision of
service activities (e.g. Helander & Möller, 2007), or as a sourcing partner (e.g. Barquet
et al., 2013; Björkdahl, 2009; Windahl & Lakemond, 2006). In particular providers of
integrated solutions, who rarely produce everything themselves in terms of what they
provide, rely on partner networks. Solution delivery then becomes a collaborative effort
among several actors in a value network (Matthyssens & Vandenbempt, 2008;
Storbacka et al., 2013; Windahl & Lakemond, 2006).
Finally, the success of integrated solutions is dependent on the strength of the mesh
between the different actors (Matthyssens & Vandenbempt, 2008; Windahl &
Lakemond, 2006). Therefore, the cultivation of value networks and the creation of longterm and trusting relationships with partners are becoming key activities of companies
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moving towards service (Kindström, 2010; Storbacka, 2011; Storbacka et al., 2013).
But first of all, manufacturing companies need to develop partnering competences
(Windahl et al., 2004) as well as network competences (Matthyssens & Vandenbempt,
2010). Thus,
P1 (e): The service orientation of a capital goods manufacturer’s business model is
increased through partner co-operation.
P2 (e): A capital goods manufacturer that moves from the “after-sales service
provider” to the “customer support service provider”, to the “development partner” or
the “outsourcing partner” service strategy, has to steadily increase partner cooperation.
3.6.6

Value Configuration and Activities

The “value configuration” of a company describes the arrangement of one or several
“activities”, such as software development or problem solving. Activities rely on
internal or external resources and are performed to create and market value for a
customer (Osterwalder, 2004; Osterwalder & Pigneur, 2010, pp. 36-37). Three basic
value configuration types, which describe the arrangement of activities, are the value
chain, the value shop and the value network (Stabell & Fjeldstad, 1998).
In S-D logic the purpose of an organisation is to serve society and themselves through
the integration and application of resources (Lusch et al., 2007). Therefore, individual
competencies are transformed into service that customers need (Vargo & Lusch, 2006).
Rather than to use resources to produce things in a factory, they are used to jointly solve
problems, satisfy needs and desires, and propose solutions or in summary for value cocreation. Then, collaboration is not restricted to external actors, like customers and
network partners, but also has to take place within and across the various business
function or departments (Vargo & Lusch, 2008c). To put it simply: “All social and
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economic actors are resource integrators” (Vargo & Lusch, 2008b, p. 9). Moreover,
collaboration and coordination promise an essential approach to innovation and
competition (Lusch et al., 2007).
Researchers recognised that moving towards service requires companies to change their
organisation’s value configuration. Two main types of structures are proposed: a
combined and a separated (e.g. Auguste et al., 2006). The integration of the service
business into that of the goods business, as recommended by Neu and Brown (2005), is
associated with strong intra-business collaboration and shared resources. In contrast, the
establishment of a separate service organisation with proﬁt-and-loss responsibility
(Oliva & Kallenberg, 2003), improves the ﬁnancial performance of the service business
(Gebauer et al., 2005; Gebauer, Friedli, et al., 2006) and increases the service
orientation in corporate culture (Gebauer, 2007b; Gebauer, Edvardsson, & Bjurko,
2010). Regrettably, the question, in which case organisational distinctiveness, defined
as “the degree to which the service business unit is established as a distinct business
unit” (Gebauer, Fischer, et al., 2010, p. 109), contributes to a service orientation of
organisational structures, remains only vaguely answered.
It is argued that the appropriate organisational configuration is mainly determined by
the service strategy (Gebauer, Edvardsson, Gustafsson, et al., 2010; Gebauer, Fischer, et
al., 2010; Raddats & Burton, 2011). Three out of four service strategies (after-sales
service provider, customer support service provider, and outsourcing partner) require
increased distinction between the product and service business. A partly combined
organisation (e.g. a specific R&D team in the R&D organisation) is only considered for
a “development partner” strategy (Gebauer, Edvardsson, Gustafsson, et al., 2010;
Gebauer, Fischer, et al., 2010). Similarly, according to Raddats and Burton (2011), the
more growth from service is sought, the more a separate and customer-focused service
business is appropriate. Thus,
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P1 (f): The service orientation of a capital goods manufacturer’s business model is
increased through service department distinctiveness and profit/loss responsibility.
P2 (f): A capital goods manufacturer that moves from the “after-sales service provider”
to the “customer support service provider”, to the “development partner” or the
“outsourcing partner” service strategy, has to steadily increase service department
distinctiveness and profit/loss responsibility in the first (customer support service
provider) and third case (outsourcing partner) or decrease it in the second case
(development partner).
3.6.7

Resources and Capabilities

“Resources”, such as equipment, patents and people, are the assets that a firm requires
to perform activities in order to create, produce and offer a value proposition. They can
be classified as tangible (physical), intangible (intellectual) and human resources and
are provided in-house by the company itself or together with outside actors, for example
partners. Resources are the source of a company’s “capabilities” (Osterwalder, 2004;
Osterwalder & Pigneur, 2010, pp. 34-35).
Today, it is generally accepted that knowledge and skills are the most important types of
resources (Vargo & Lusch, 2004a). To motivate a transition from a goods to a service
focus, Vargo and Lusch (2008a, p. 256) proposed a shift “from thinking of firm
resources primarily as operand – tangible resources such as natural resources – to
operant – usually intangible resources such as knowledge and skills”. Operant resources
are capable of acting on other resources (operand or operant) to create an effect and thus
are the drivers for all value creation (Vargo & Lusch, 2004a, 2008a). In S-D logic,
operant resources are acknowledged as the fundamental source of competitive
advantage (Vargo & Lusch, 2004a, 2008b). Additionally, companies will gain
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competitive advantage, in the form of innovative knowledge and skills, if they treat
employees as operant resources, rather than operand resources (Lusch et al., 2007).
The importance of human resources also becomes obvious by observing several changes
that go along with a transition from goods to service. For example, for service
supporting the supplier’s product (SSP), value delivery mainly contains tangible
components, whereas for service supporting the client’s action in relation with the
supplier’s product (SSC), value is generated by the supplier’s and client’s personnel
(Mathieu, 2001a). The focus changes from production operations towards service
operations (Baines, Lightfoot, Peppard, et al., 2009). As a consequence the provision of
service creates a demand for solution providers with a balanced competence profile
(Shepherd & Ahmed, 2000; Windahl et al., 2004) and subsequently for trained people
with technical and relational skills (e.g. Kindström, 2010; Kowalkowski, 2010; Salonen,
2011). It is the task of human resource management to ensure that people have the
required skills and develop a service-related measurement and reward system
(Storbacka, 2011).
It is apparent, that people and their skills are drivers of competitive advantage
(Matthyssens & Vandenbempt, 1998), nevertheless “managers must be convinced that
people are the main asset” (Mathieu, 2001a, p. 51). It is shown, that strengthening the
service orientation of personnel recruitment, personnel training and personnel
assessment and compensation (Homburg et al., 2003) is important for a “customer
support service provider” strategy, an “outsourcing partner” strategy and even more so
for a “development partner” strategy (Gebauer, Edvardsson, Gustafsson, et al., 2010;
Gebauer, Fischer, et al., 2010). Thus,
P1 (g): The service orientation of a capital goods manufacturer’s business model is
increased through dependence on operant resources.
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P2 (g): A capital goods manufacturer that moves from the “after-sales service
provider” to the “customer support service provider”, to the “development partner” or
the “outsourcing partner” service strategy, has to steadily increase its dependence on
operant resources.
3.6.8

Financial Aspects

The financial aspects are composed of a company’s “costs” and “revenues” and these
together determine whether a company generates profit or loss. On the one hand,
creating and delivering value to the customer incurs costs. On the other hand, a
company’s revenue represents the cash a company generates through the revenue
streams that it captures, e.g. through usage fees, for its value creating activities
(Osterwalder, 2004; Osterwalder & Pigneur, 2010, pp. 30-33). The following discussion
refers particularly to a manufacturer company’s revenue, performance and profitability.
In G-D logic, wealth is obtained from produced goods and value determined by the
price (Vargo & Lusch, 2004a). Furthermore, it is the company’s goal to maximise
profits (Lusch & Vargo, 2006b). The situation is different in S-D logic. Wealth is
obtained through service, which is provided directly or indirectly, in the latter case
either through goods or a currency, and it is the feedback from the marketplace, in terms
of the firm’s financial performance, that helps to compare the company’s own value
propositions to those of competitors. This comparison then facilitates improving the
offerings as well as the performance (Lusch & Vargo, 2006b; 2014, pp. 56-57; Vargo &
Lusch, 2004a).
The way transaction-based or relationship-based service is priced, also shows the
change in how companies earn money. In the first case, customers pay for labour and
parts every time a service is provided. In the latter, they pay a fixed price for a
maintenance contract (Oliva & Kallenberg, 2003) or revenues are based on increases in
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the productivity of customers’ processes, profit sharing (Kindström, 2010), or cost
savings (Björkdahl, 2009).
Several empirical studies focus on the effect of a service orientation on a firm’s
performance, and therefore identify moderating variables (see Appendix A11 for a
summary). With the exception of Fang, Palmatier, and Steenkamp (2008), researchers
emphasise the positive effect of a service orientation on the manufacturer’s performance
and profitability (e.g. Antioco et al., 2008; Eggert et al., 2013; Gebauer, 2007a). In these
studies, performance and profitability are determined by several financial and non
financial indicators (see Appendix A12 for the items).
Lay et al. (2010) indicated a service share of total turnover by about 16 per cent on
average, though the distribution may vary strongly (see Figure 3.14). Only a few
machinery and equipment manufacturers achieve more than 40 per cent of their total
revenue through services, the majority fail to generate high service revenues (Gebauer,
Friedli, et al., 2006).

Figure 3.14: Percentage of service revenue against overall revenue (according to
Gebauer, Friedli, et al., 2006)
Finally, overall profitability, and service-related performance outcomes are greatly
dependent on the adapted service strategy. The reported numbers (see Table 3.8) can be
used as benchmarks to indicate whether or not the opportunities provided by a strategy
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are fully exploited (Gebauer, 2008b; Gebauer, Bravo-Sanchez, et al., 2008; Gebauer,
Hildenbrand, et al., 2006).
Table 3.8:

Overall profitability and service-related performance outcomes of different
service strategies (Gebauer, 2008b)

Service Strategy

Overall
profitability *

Direct service
profitability *

Share of service
revenue *

After-Sales Service

5.1% (1.1%)

14.2% (4.5%)

15.6% (3.7%)

Customer Support Service Provider

6.5% (2.7%)

10.0% (2.6%)

26.4% (4.3%)

Development Partner

7.5% (1.2%)

8.4% (1.3%)

21.1% (2.3%)

Outsourcing Partner

5.7% (1.3%)

5.7% (1.3%)

100%

* Mean, and (Standard deviation)

Performance and profitability are also used to evaluate the success of a transition from a
manufacturer to a service provider. Companies that achieve less than ten per cent of
overall revenue with services are regarded as unsuccessful and those where service
revenue accounts for more than 30 per cent as successful (Gebauer, Fischer, et al., 2010;
Gebauer & Fleisch, 2007; Gebauer et al., 2005). However, with respect to the numbers
provided for the strategies, those are rather high limits. Furthermore, it is evident that
overall profitability and direct service profitability even decrease when a company
extends its service offerings. Thus,
P3 (a): An increased service orientation of a capital goods manufacturer’s business
model leads to a higher share of revenue attributable to services and a higher overall
profitability.
P3 (b): The direct service profitability steadily declines when moving from the “aftersales service provider” to the “customer support service provider”, to the
“development partner” or the “outsourcing partner” service strategy, but always stays
above overall profitability.
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3.7

Conclusion

A critical review of research related to service strategies for capital goods
manufacturers, S-D logic, and business models has led to the design of a serviceoriented business model for capital goods manufacturers. In particular, the aim of the
supplementary literature review was to (1) identify service strategies that guide a
transition from goods to service; (2) categorise the organisational design elements that
have to be adapted to the strategy; (3) explore the similarities between a transition from
goods to service and those of G-D logic to S-D logic; (4) compare various business
models; and (5) design a service-oriented business model for capital goods
manufacturers and corresponding propositions. Managers can use the proposed model to
sustainably leverage the success of a capital goods manufacturer company’s transition
to service in practice by obtaining a holistic picture of all the necessary adjustments.
The acquired knowledge that has led to the model and the propositions is discussed in
the following summary. As a solution for further growth, literature suggests to
manufacturers a transition from goods to services. Such a service orientation includes an
extension of the total offering through service and can be illustrated as a move along the
goods-service continuum (Oliva & Kallenberg, 2003). It is obvious that this process
should be guided by a service strategy that defines a company’s position on the
continuum and the corresponding value proposition. The four service strategies “aftersales service provider”, “customer support service provider”, “development partner”
and “outsourcing partner” (Gebauer, 2008b) build a comprehensive categorisation of
possible strategies. A limited number of authors (e.g. Gebauer, Fischer, et al., 2010;
Neu & Brown, 2005) highlight that the implementation of a service strategy requires an
appropriate adjustment of organisational design elements, such as organisational
structure, processes, culture, human resource management and customers, and research
further emphasises that each strategy is supported by a specific pattern of elements. This
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strategy-structure configuration is a prerequisite for attaining success with a chosen
strategy and the service orientation.
A transition from goods to service is regularly put on the same level as a transition from
G-D logic to S-D logic. Indeed, S-D logic includes many thoughts of business
marketing academics. Though the transition to S-D logic implies more than the addition
of new service to a value proposition, it requires a change in the perspective, which is
achieved through the implementation of a more customer-centric strategy-structure
configuration.
Literature indicates that a capital goods manufacturer company’s transition to service
entails modifications in a firm’s business model. A business model is predominantly
defined as a description of how an organisation creates, delivers and captures value, and
often includes an architecture of different business model elements that are similar to
the organisational design elements. The business model ontology (Osterwalder, 2004),
one of the most detailed models, incorporates elements such as the value proposition,
customer and resources. It should be highlighted that a business model is not a strategy.
In fact, it represents an interface layer between a strategy and a firms’ structure and
processes, and helps to translate strategic information to an operational level (Al-Debei
& Avison, 2010; Osterwalder, 2004, pp. 14-15). Consequently, the necessity of a
strategy-structure fit therefore suggests an alignment between strategy and business
model, or to put it another way, a strategy-business model configuration.
The three key areas of service strategies inclusive of organisational design element, S-D
logic, and business models, were related to each other, in order to design a serviceoriented business model for capital goods manufacturers and to develop a common
topic for each business model element (see Figure 3.15).
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Figure 3.15: Development of a service-oriented business model (author’s own figure)
Accordingly, these topics are proposed as drivers of a service orientation (see Table
3.9). They help to answer the first research question which asks: Which configuration of
the elements increases the service orientation of a capital goods manufacturer’s
business model?
Table 3.9:

Business model elements and their configuration for a service orientation

Business
model element

Proposition
The service orientation of a capital goods manufacturer’s business model is
increased through …

Value Proposition

P1 (a): value proposition customisation

Customer Relationship

P1 (b): commitment to long-term relationship development

Channel

P1 (c): customer knowledge

Customer

P1 (d): customer’s value realisation engagement

Partner Network

P1 (e): partner co-operation

Value Configuration
and Activities

P1 (f): service department distinctiveness and profit/loss responsibility

Resources
and Capability

P1 (g): dependence on operant resources

Financial Aspects

P3 (a): An increased service orientation of a capital goods manufacturer’s
business model leads to a higher share of revenue attributable to services and
a higher overall profitability

It is assumed, that a given service strategy drives the configuration of each business
model element. Therefore, the second research question poses the query: How is the
business model elements’ configuration driven by the company’s service strategy?
Correspondingly, based on the theoretical background provided by the literature review,
relationships between elements and strategies were identified (see Table 3.10).
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Table 3.10: Business model elements configuration driven by service strategies
Business model
element

Proposition
A capital goods manufacturer that moves from the “after-sales service
provider” to the “customer support service provider”, to the “development
partner” or the “outsourcing partner” service strategy, has to …

Value Proposition

P2 (a): steadily increase its value proposition customisation

Customer Relationship

P2 (b): steadily increase its commitment to long-term relationship
development

Channel

P2 (c): steadily increase its customer knowledge

Customer

P2 (d): steadily increase the value realisation engagement of its customers

Partner Network

P2 (e): steadily increase partner co-operation

Value Configuration
and Activities

P2 (f): steadily increase service department distinctiveness and profit/loss
responsibility in the first (customer support service provider) and third case
(outsourcing partner) or decrease it in the second case (development partner)

Resources
and Capability

P2 (g): steadily increase its dependence on operant resources

Financial Aspects

P3 (b): The direct service profitability steadily declines when moving from
the “after-sales service provider” to the “customer support service provider”,
to the “development partner” or the “outsourcing partner” service strategy,
but always stays above overall profitability

Figure 3.16 presents a visual description of a service-oriented business model derived
from the literature and based on the defined propositions above.
For managers the discussed themes and the corresponding propositions indicate subjects
which are important for a service orientation. Besides, it is assumed that these topics
also contribute to the success of a transition from goods to service. The use of a
business model helps to highlight the multiple facets of a transition and guide the
process in practice.
The service-oriented business model and the research propositions will be tested
through empirical research. The further goal is to understand how the business model
and its elements have to be configured in order to achieve the appropriate level of
service orientation as required by the adopted service strategy. Next, chapter 4 will
introduce the research methodology.
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Figure 3.16: Service-oriented business model and propositions (author’s own figure)
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4
4.1

Research Methodology
Overview and Structure of the Chapter

In order to address the research questions and validate the developed service-oriented
business model, as well as the corresponding propositions, this chapter identifies and
justifies the research methodology and design for studying capital goods manufacturing
companies undergoing the transition to become a service provider.
The sections of the chapter include the following discussions. Firstly, the purpose of this
study, and methodological approaches applied in prior research, are discussed as
elements that influence the choice of the research paradigm (section 4.2). Then, the
intention is to provide a brief presentation of established paradigms and their variations
on the level of ontologies and methodologies (section 4.3). After that follows the
justification of a postpositivist paradigm (section 4.4) and an explanation of how a
critical realism position supports the research approach (section 4.5). Fifthly, the
justification for the research methodology (section 4.6) demonstrates the
appropriateness of using case study research and abduction as a strategy. Next, the
chosen multiple-case research design (section 4.7), suitable methods for data collection
and analysis (section 4.8) and scientific criteria to ensure high quality research
(section 4.9) are discussed. The final section consists of a conclusion (section 4.10).
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Figure 4.1: Overview of the organisation of the research methodology chapter
(author’s own figure)
4.2

Purpose of the Study and Prior Research

The choice of the research paradigm and the methodology is influenced by the purpose
of this study, as well as the approaches applied in prior research. Hence both are
discussed subsequently.
The general purpose of this study is to generate theory that explains how a serviceoriented business model may support a capital goods manufacturer’s aim to become a
successful service provider. Thus in line with the two research questions, research is
directed at (1) developing a business model and describing its elements’ configuration
that is needed to increase a service orientation; and (2) proving the assumed dependency
of a business model’s configuration on the adopted service strategy. The
conceptualisation of the business model, including the proposed drivers of service
orientation took place in the pre-empirical stage of the research with the help of prior
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research literature (see Figure 4.2). In the empirical stage, the objective is to gather
evidence of practices that demonstrate:


how companies operationalise a service orientation in practice,



how comprehensively the proposed business model elements capture the dimensions
of a firm undergoing a transformation, and



how the adopted service strategy drives the adjustment of business model elements.

The findings are used to answer the research questions, and further to validate and if
necessary, modify the proposed business model and the associated propositions.

Figure 4.2: Model of research (adapted from Punch, 2000, p. 28)
An analysis of the diverse research approaches applied in empirical research that has
been reviewed for the development of the service-oriented business model for capital
goods manufacturers (see chapter 3), demonstrates, across all key areas, the
predominant use of an inductive research process combined with qualitative methods
(see Table 4.1 and Appendix A13 for more details). Besides, more than half of the
studies are based on case study research. These characteristics indicate a postpositivist
and in some cases even a constructivist paradigm.
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Table 4.1:

Research methodologies in relevant research literature which was studied
for the literature review
Key areas of the research literature which was studied for the literature review
(see Appendix A13 for more details on the literature and their research methodologies)
Service
Strategy

ServiceDominant
Logic

Business
Models

ServiceOriented
Business
Model only /
Additional
Literature

Total

Number of
Papers

32 (60%)

2 (4%)

14 (26%)

5 (9%)

53 (100%)

Inductive
Deductive
Mixed

23 (72%)
7 (23%)
2 (6%)

2
0
0

(100%)
(0%)
(0%)

11 (79%)
2 (14%)
1 (7%)

4
1
0

(80%)
(20%)
(0%)

40 (75%)
10 (19%)
3 (6%)

Qualitative
Quantitative
Mixed

22 (69%)
5 (16%)
5 (16%)

2
0
0

(100%)
(0%)
(0%)

12 (86%)
0 (0%)
2 (14%)

4
1
0

(80%)
(20%)
(0%)

40 (75%)
6 (11 %)
7 (13%)

Case
Studies

19 (59%)

1

(50%)

11 (79%)

3

(60%)

34 (64%)

Focus

Inductive &
Qualitative

Inductive &
Qualitative

Inductive &
Qualitative

Inductive &
Qualitative

Inductive &
Qualitative

Most
applied
qualitative
techniques






 Interviews
 Focus
Groups
 Abductive/
Systematic
combining
 Within-case
Analysis

 Interviews
 Documents
 Within-case
Analysis
 Cross-case
Analysis

 Interviews
 Documents
 Cross-case
Analysis

 Interviews
 Documents
 Cross-case
Analysis
 Data Coding

Most
applied
quantitative
techniques

 Questionnaire
 Descriptive
Statistics
 Structural
Equation
Modelling
 Cluster
Analysis

 Questionnaire
 Descriptive
Statistics

 Descriptive
Statistics

 Questionnaire
 Descriptive
Statistics
 Structural
Equation
Modelling
 Confirmatory Factor
Analysis
 Cluster
Analysis

4.3

Interviews
Documents
Data Coding
Cross-case
Analysis

Research Philosophy and Methodology

Typically, although only a few researchers are interested in or concerned with the
philosophical bases for their knowledge claims (Easton, 2000, p. 205), nevertheless,
they have to be aware of their assumptions and how these beliefs significantly shape
their view of the world (Denzin & Lincoln, 2011, p. 13). Thus, with the objective of
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determining the appropriate paradigm that best suits this research in a further step, the
first priority is to obtain an overview of the most common research paradigms.
Within social sciences, the most widespread definition of a paradigm concept is that of
epistemological stances (Morgan, 2007) that incorporates ideas from the philosophy of
sciences such as ontology, epistemology and methodology (Lincoln, Lynham, & Guba,
2011, pp. 102-104). Three of the major paradigms, or worldviews that guide the
investigator (Guba & Lincoln, 1994, p. 105), are positivism, postpositivism and
constructivism (see Table 4.2). The differences between the paradigms are most
apparent on the level of ontologies and methodologies.


An ontology explains scientists’ assumptions about the nature of reality (Lincoln et
al., 2011, pp. 100-104) and is primarily the starting point of debates among
philosophers of natural and social sciences (Easterby-Smith et al., 2012, pp. 18-21).
A positivist claims that reality, which consists of observable atomistic objects,
events and regularities amongst others (Sayer, 2000, p. 11), can readily be accessed.
In comparison a realist assumes that there is a reality independent of the observer
waiting to be discovered, and a constructivist even argues that reality is entirely
socially constructed (Easton, 2000, p. 207; 2010).



A methodology is a strategy of inquiry to move from the selected paradigm to the
empirical world and thus chosen to connect “the researcher to specific methods of
collecting and analyzing empirical materials” (Denzin & Lincoln, 2011, p. 14). On
one side of the research continuum (B. Johnson & Christensen, 2008, p. 32) is
positivism that is associated with quantitative and deductive research. This approach
starts with an initial explanation or existing theories, formulates hypotheses and
subsequently tests them against collected quantitative data. On the other side is
constructivism. This paradigm is linked to qualitative and inductive research that
starts with qualitative real-world data, searches for categories, concepts, patterns,
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and eventually makes a generalisation; theories emerge from the input (Gummesson,
2000, p. 63; B. Johnson & Christensen, 2008, pp. 17-18; Perry, 1998a). Placed
between is postpositivism. This paradigm relies on multiple methods and stresses
the use of qualitative procedures that are based on structured or even statistical
analysis (Denzin & Lincoln, 2011, pp. 8-9).
Table 4.2:

Paradigm, ontology, methodology (Lincoln et al., 2011, p. 100),
quantitative versus qualitative research (Denzin & Lincoln, 2011, pp. 8-9)
and research designs (Easterby-Smith et al., 2012, pp. 36-60)

Paradigm

Positivism

Postpositivism

Constructivism

Ontology

Naïve realism

Critical realism

Relativism

Methodology

Experimental /
manipulative; verification
of hypotheses; chiefly
quantitative methods

Modified experimental /
manipulative; critical
multiplism; falsification of
hypotheses; may include
qualitative methods

Hermeneutical/dialectical

Research
objective

Quantitative studies
emphasise the
measurement and analysis
of causal relationships
between variables, not
processes.

Quantitative & qualitative
studies

Qualitative researchers
imply an emphasis on the
qualities of entities and
processes and meanings
that are not experimentally examined or measured.
They stress the socially
constructed nature of
reality, and the intimate
relationship between the
researcher and what is
studied.

Research
design

Experimental
Quasi-experimental
Survey research

Case method
Grounded theory

Action research
Co-operative inquiry
Archival research
Ethnography
Narrative methods

4.4

Justification for the Research Paradigm

The justification for the research paradigm is based on four main points. Firstly, only a
few academic research articles have been published on the relationship between the
three research areas of service strategies for capital goods manufacturers, business
models and S-D logic. Additionally, there is very little knowledge about the essential
structure of a service-oriented business model. This makes it difficult to begin with a
broad theory and thus does not allow hypothesis testing (Helander & Möller, 2007).
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Secondly, the position of the preceding studies between nascent theory that “proposes
tentative answers to novel questions of how and why” (Edmondson & McManus, 2007,
p. 1158) and intermediate theory that presents provisional explanations, calls for
qualitative field work (Edmondson & McManus, 2007; Parkhe, 1993). Since it is the
objective of gaining a comprehensive understanding of a company’s past and current
situation and its daily experience with the transition from a manufacturer to a service
provider, the use of qualitative research is also preferred because insights into complex
social processes are better revealed by qualitative than quantitative data (Eisenhardt &
Graebner, 2007). Thirdly, as it is the aim to develop new theory, rather than to test
theory, the ongoing building process is a continuous interplay between theoretical and
empirical data, as well as induction and deduction. For instance, prior theory influenced
the design of the proposed business model and the research approach. Finally, as
researcher I moved from natural sciences to social sciences. Educated in the profession
of electrical engineer and computer scientist my thinking has been mainly based on
numbers, facts and calculated outcomes. Although influenced by periods in foreign
countries I became interested in languages and in learning more about people; studies in
business administration followed. I believe that there is one reality, although several
perceptions of it, and that complete objectivity is never possible in social science but
something to strive after. Hence based on the above, a qualitative research approach was
deemed most appropriate for this research. Accordingly, rather than a positivist
approach that enables prediction, a postpositivist paradigm and critical realist position is
preferred because the goal is to seek valid explanatory knowledge (Easton, 2000, p.
207) and to build theory (Ackroyd & Fleetwood, 2000, p. 15). Furthermore, realism, in
comparison to constructivism, enables some researchers’ objectivity and
commensurability of the knowledge claims (Perry, 1998a).
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4.5

Critical Realism

Critical realism, as defined by Sayer (2000, 2010), is viewed as the most detailed and
comprehensive version of realism (Easton, 2002, 2010) and is widely cited and wellargued by its proponents (Hunt, 2010, p. 247). As a result, the ontology was taken up by
business related disciplines like management (e.g. Ackroyd & Fleetwood, 2000),
organisational science (e.g. Tsang & Kwan, 1999; Tsoukas, 1989), and marketing (e.g.
Easton, 2002; Hunt, 1990; Perry, Riege, & Brown, 1999). It offers for both natural and
social sciences an alternative (Ackroyd & Fleetwood, 2000, p. 5; Sayer, 2010, p. 2) or
compromise position (Easterby-Smith et al., 2012, p. 29) between positivism and
constructionism. As an extended version of scientific realism (e.g. Hunt, 1990), it builds
on the fundamental unifying belief that “the world exists independently of its being
received” (Hunt, 2010, p. 233).
One of the central points of realism is the consideration of three domains, namely the
real, actual and empirical (Bhaskar, 1978, pp. 12-14). In the view of critical realism, the
real is whatever exists, be it natural or social, and comprises objects, their structures and
powers, which are independent form the observer. As a result of activated powers
(mechanisms), which depend on conditions, patterns of events appear in the actual
domain. These events take place whether they are observed or not. Ultimately, the
empirical domain is where events are experienced and perceived from direct
observation (Sayer, 2000, pp. 11-12). Applied to the context of this research, it is
assumed that social reality exists autonomously of the researchers’ activities in the form
of a company that can be alternatively described by its business model. Conditions, like
service strategies or S-D logic influence the service orientation and the success of a
transition from a manufacturer to a service provider. As a consequence, the domains of
realism can be interpreted as follows (see also Figure 4.3):
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The objects of inquiry in the real domain may consist of the underlying structure of
the business model and its mechanisms that explain how the transition towards
service takes place. By the interaction of these mechanisms, patterns of events are
created that appear in the actual and empirical domain.



Observed or unobserved events in the actual domain could refer to the people’s
individual reflection on the effect that different configurations of business model
elements have on the service orientation of the company.



Events in the empirical domain are perceived from direct observation. An example
could consist of evidence showing the success of the transition, such as the reported
share of total sales attributable service.

Figure 4.3: Critical realism in the research project (author’s own figure)
In critical realism research, explanation depends on “identifying causal mechanisms and
how they work, and discovering if they have been activated and under what conditions”
(Sayer, 2000, p. 14). Given the complexity of the world, it must be acknowledged that
observational evidence is problematic (Hunt, 2010, p. 250). The view that observation is
theory-laden and truth is “neither absolute nor purely conventional and relative, but a
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matter of practical adequacy” (Sayer, 2010, pp. 83-84) suits the research in as much as it
requires reliance on experiences, perceptions and interpretations of a company’s
transition towards service.
4.6

Justification for the Research Methodology

A number of reasons make a qualitative case study (e.g. Eisenhardt, 1989; Stake, 1995;
Yin, 2009) the most suitable strategy of inquiry for this study. Firstly, there is a close
relationship between the philosophical stance of critical realism and the case study
methodology (see Table 4.3 for details). Secondly, case study research, unlike purely
inductive and qualitative methods such as ethnography and grounded theory, allows for
specifying theoretical propositions or, in other words deduction based on prior theory
(Yin, 2012, p. 10). Thirdly, the methodology has the potential to identify significant
new practice insights and is perfectly suited to understand a complex, contemporary and
ongoing phenomenon within its real-time context (Yin, 2009, p. 4), such as the to-beresearched transition from goods to service that involves organisations, structures and
people.
Table 4.3:

Reasons for the good consistency between critical realism and case study
research

Case study research …
1.

is an intensive research method (Sayer, 2000, p. 19) and therefore entirely consistent with the
realist ontology (Easton, 2010)

2.

is concerned with the identification of deep structures, processes and the necessary conditions that
cause particular events to happen (Easton, 2000, p. 211; Tsoukas, 1989)

3.

produces explanatory knowledge and builds theory (Tsoukas, 1989)

4.

allows for the use of a variety of data sources (Ryan, Tähtinen, Vanharanta, & Mainela, 2012)

5.

may involve the collection of perceptions of unobservable phenomena (Perry, 1998a)

Fourthly, the research issue is bound to its context that is represented by a
manufacturing company. Nevertheless, boundaries between the phenomenon and
context might not be clearly evident (Benbasat, Goldstein, & Mead, 1987; Miles &
Huberman, 1994, p. 25; Stake, 2008, p. 127; Yin, 2009, p. 18). Fifthly, by stating “how”
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and “why” research questions, the research asks about events when the relevant
behaviours cannot be manipulated (Yin, 2009, p. 13). As a final point, the choice to
employ case study research is supported by the common use of this methodology in
prior research that contributed to the design of the service-oriented business model.
Summarised, a case study is defined as an “empirical inquiry that investigates a
contemporary phenomenon within its real-life context” (Yin, 2009, p. 13). The case
builds the unit of analysis and serves as a basis for a study (Stake, 2008, p. 121; Voss,
Tsikriktsis, & Frohlich, 2002). As a significant research method, case study research is
commonly used in different professional fields (Yin, 2009, p. 5), such as management
research (e.g. Gummesson, 2000; E. Patton & Appelbaum, 2003), marketing (e.g.
Johnston, Leach, & Liu, 1999; Perry, 1998a), operations management (e.g. Meredith,
1998; Voss et al., 2002) and business networks (e.g. Halinen & Törnroos, 2005). Many
social scientists traditionally believe that case studies are only appropriate for
exploratory phases of an investigation (Gummesson, 2000, p. 85; Yin, 2009, p. 6) and
the method was criticised for both being based on positivistic assumptions and goals
(Piekkari, Plakoyiannaki, & Welch, 2010) and for not significantly differing from
qualitative research (Tight, 2010). However, it is argued that whether a case study fits
with a paradigm is dependent on the designs of the study (Easterby-Smith et al., 2012,
pp. 54-57). Yin (2009, pp. 6-8) distinguished between the exploratory, descriptive and
explanatory case study. Likewise, Eisenhardt (1989) highlights the use of cases for
theory generation and theory testing, and Voss et al. (2002) additionally listed theory
extension/refinement as another possibility. Not surprisingly, theory generation is the
most discussed type of case study research in management and marketing literature
(Halinen & Törnroos, 2005).
Case studies, especially as they predominately use qualitative methods, have been a
target of criticism (E. Patton & Appelbaum, 2003; Yin, 2009, p. 14). With regard to the
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weaknesses of case study research, in particular the poor reliability of some case studies
and the little basis for generalisation are emphasised (Flyvbjerg, 2006; Parkhe, 1993;
Siggelkow, 2007; Verschuren, 2003; Yin, 2009, pp. 43-45). These criticisms stem in
part from people who equate qualitative, and therefore mathematically not quantifiable
measures, with quantitative measures (Meredith, 1998), and as a result “[m]any research
investigators have viewed case studies as a less desirable form of inquiry than, say,
surveys” (Lindgreen, 2001, p. 76). The application of a quantitative method as an
alternative approach would have simplified the investigation and adopted a larger
sample size, though it is the researcher’s aim to link its study to theoretical propositions,
rather than enumerate frequencies (Lindgreen, 2001, p. 76; Yin, 2009, p. 15). Therefore
to reduce the weaknesses of case study research, the case companies have been carefully
selected to allow replication (e.g. Yin, 2009, p. 45). Furthermore, findings from theory
derived from the literature review were used to build the framework as well as to
compare them to the findings from this study (Eisenhardt, 1989). The quality of
research (see below) is further improved by other actions.
Several authors acknowledge the close relationship between inductive and deductive
research in case studies (Dyer & Wilkins, 1991; Eisenhardt, 1991; Miles & Huberman,
1994, p. 17; Perry, 1998a) and recommend theory development or conceptual
framework building prior to data collection (Johnston et al., 1999; Miles & Huberman,
1994, pp. 18-22; Yin, 2009, pp. 36-37). In short, case studies may employ both
inductive and deductive cycles (Easton, 2010) and typically, research becomes a
constant iteration between the two (Eisenhardt, 1989; Gummesson, 2000, p. 64). This
process is also known as abduction (Dew, 2007), abductive research (Gummesson,
2000, p. 64) or retroduction (Sayer, 2010, p. 107). Abductive research, which follows a
critical realism and moderate constructionism paradigm (Easton, 2010; Järvensivu &
Törnroos, 2010), was identified as “systematic combining” and suggested as appropriate
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for case study research (Dubois & Gadde, 2002). The non-linear approach is described
to be useful for theory development and advocates continuous movement between the
empirical world and model world and thus for a dynamic interaction between theory and
data (see Figure 4.4): the case and the analytical framework are successively modified
against evolving findings from the empirical world (Dubois & Araujo, 2007; Dubois &
Gadde, 2002; Dubois & Gibbert, 2010; Kovács & Spens, 2005). An abductive research
design accepts existing theory which might improve the theoretical strength of case
analyses (Järvensivu & Törnroos, 2010) and enables a higher level of sensitivity
required by the dynamic relationship between ideas or theories, the researcher and the
phenomenon (Ryan et al., 2012). As a consequence of employing critical realism as
ontology, case study research as methodology and prior research for developing a
service-oriented business model, this research project makes use of an abductive
research design.

Figure 4.4: The abductive research process (adapted from Kovács & Spens, 2005, p.
139)
4.7

Research Design

Largely determined by the research questions and the propositions (Yin, 2009, p. 29),
the unit of analysis in case study research is “a case” that may be described “as a
phenomenon of some sort occurring in a bounded context” (Miles & Huberman, 1994,
p. 25). The indeterminate boundary defines the context that belongs to the case and what
will not be studied. Thus, in this research the unit of analysis consists of a Swiss capital
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goods manufacturer with a service strategy. The company’s business model is the focus
of the study, and external forces (e.g. technological change, competitive forces) that
directly or indirectly influence the company are outside of the context and the boundary
of the case (see Figure 4.5).

Figure 4.5: The case as the unit of analysis (adapted Miles & Huberman, 1994, p. 25)
Case studies can be either based on a single-case or multiple-case design. A single-case
study is analogous to a single experiment and is mainly chosen when a unique or
revelatory case presents opportunities for unusual research access (Eisenhardt &
Graebner, 2007; Yin, 2009, pp. 47-49). Such cases can be very powerful examples
(Flyvbjerg, 2006; Siggelkow, 2007) and even confirm, challenge or extend theory (Yin,
2009, pp. 47-49). However, for theory building a multiple-case design was claimed to
be “better grounded, more accurate, and more generalizable” (Eisenhardt & Graebner,
2007, p. 27) because a larger collection of cases may help researchers to explore
differences and similarities within and between cases and to predict more substantial
and robust findings (Stake, 2008, p. 123; Yin, 2009, p. 54). Two critical points in a
multiple-case study research design are the selection of cases and the number of case
studies to be undertaken by the researcher. On the first topic, Eisenhardt (1989) noted
the inappropriateness of random sampling and additionally added that the researcher
must select the case according to theoretical sampling (Glaser & Strauss, 1967, pp. 45-
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77), which is similar to purposeful sampling (M. Q. Patton, 2002, pp. 230-243) and
replication logic (Yin, 2009, p. 54). Cases are thus considered as multiple experiments
and strategically selected to either provide suitable contributions to the emerging theory
(literal replication) or examples of polar types (theoretical replication). The latter are
cases with contrasting characteristics that enable researchers to observe differences
more easily (Eisenhardt & Graebner, 2007; Voss et al., 2002; Yin, 2009, pp. 53-58).
With regards to the appropriate number of cases, recommendations vary. M. Q. Patton
(2002, p. 244) claimed that “there are no rules”, while Eisenhardt (1989) recommended
that cases be added until theoretical saturation is reached (Glaser & Strauss, 1967). For
practical reasons a number between four and ten cases (Eisenhardt, 1989) is proposed,
however, during a debate, Eisenhardt (1991, p. 622) later remarked that the number
depends upon “how much is known and how much new information is likely to be
learned”. Consequently, while relying on prior knowledge of the outcomes, the simplest
multiple-design is one with two or more cases (Yin, 2009, p. 59).
In light of the aforementioned discussion, this study’s research design is structured
according to the following criteria. Firstly, because two objectives of the study are
theory generation and a comparison of how different service strategies influence a
business model’s configuration, a single-case study is not suitable and therefore the
research is based on a comparative, explanatory case study with a multiple-case design.
Secondly, the case companies meet three requirements:


With regards to the goals of the study, the case companies have to be capital goods
manufacturers pursuing a service orientation. Furthermore, the companies’
respondents are familiar with the company’s strategy, have held a management
position and have a minimum of five years’ industry experience.



At a high level, the companies are homogeneous in order to predict similar findings
and thus allow literal prediction. This homogeneity is achieved with the selection of
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companies with similar characteristics with regard to industry (capital goods
manufacturers), company size (large-sized enterprises), country (Switzerland) and
strategy (service orientation).


At a lower level, these companies also present polar cases, in order to amplify
varying details in the business model due to the different service strategies adopted.

Finally, four cases that represent companies with different goods-service value
propositions and thus different service strategies were selected for the study. This
number allows for comparison and contrasting, but at the same time also enables a
deeper exploration into one case, and thus for an analysis of a number of interdependent
variables in complex structures (Dubois & Gadde, 2002).
4.8

Data Collection and Data Analysis

Various methods are available for collecting data that helps to understand the object of
study (Hamel, Dufour, & Fortin, 1993, p. 45). A critical realist acknowledges that data
collected at the empirical domain may be fallible and theory-laden (Sayer, 2010, p. 5)
and with the rejection of the positivist’s view of causation, its data collection is not
limited to data concerning the regular occurrence of events (Ryan et al., 2012).
Accordingly, a wide variety of data, such as documentary evidence and insights from
interviews, may be collected (Ryan et al., 2012; Yin, 2009, pp. 101-114). It should be
highlighted that case study research is not restricted to qualitative evidence, it can also
involve quantitative data only, or both (Eisenhardt, 1989; Yin, 2009, p. 19). Though in
any case, the choice of the data collection method is always governed by the goal to
establish a plausible causal mechanism (Easton, 2010).
In this study, information about (1) service, (2) service strategies, (3) a transition
towards service, (4) a change in the business model, and (5) drivers of a service
orientation are collected. Therefore, for data collection a combination of interviews and
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documentary evidence is chosen. Both approaches set out to collect data through
language (Easterby-Smith et al., 2012, p. 126), albeit their different strengths and
weaknesses have to be considered (see Table 4.4). The use of more than one source of
evidence to study the same problems allows for triangulation that refers to the
development of convergence of evidence on one meaning (Miles & Huberman, 1994,
pp. 266-267; M. Q. Patton, 2002, pp. 559-560; Yin, 2009, pp. 116-117).
Table 4.4:

Strengths and weaknesses of interviews and documentary evidence
(Johnston et al., 1999, p. 208; Yin, 2009, p. 102)

Method

Strengths

Weaknesses

Interviews

 Targeted - focuses directly on the case
study topic
 Insightful - provides perceived causal
inferences and explanations

 Interview questions must be
systematically developed
 Inaccuracies from poor recall
 Reflexivity - potential for interviewee
to provide interviewers with the answer
they want to hear, or to provide socially
acceptable answers

Documentary
evidence

 Stable – can be reviewed repeatedly
 Unobtrusive – not created as a result of
the case study
 Produced outside of the research
(objectivity)
 Broad coverage - may allow for a
review across several years
 Precise and consistent
 Electronic communication has created
numerous new forms of documentation

 Retrievability – can be difficult to find
 Biased selectivity, if collection is
incomplete
 Must be carefully scrutinized for
objectivity (what was the purpose of
the document’s author)
 May be difficult to access, or access
may be deliberately blocked

As there are different ways to collect natural language data, there are several ways to
examine this data. The choice of the appropriate analytic technique depends largely on
the researchers’ philosophical and methodological assumptions and on what he wants to
find out (Easterby-Smith et al., 2012, p. 162). Nevertheless, analogous to Yin (2009, p.
127), Eisenhardt (1989, p. 539) acknowledged that analysing data “is both the most
difficult and the least codified part of the [research] process”. Obvious differences in
research approaches (see Table 4.5) are illustrated by the more deductive content
analysis and the more inductive grounded analysis. The realist’s aim to “seek for the
underlying reality through the thick veil which hides it” (Easton, 2000, p. 212), is
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supported by both, deduction and induction. By recognising abduction (retroduction, see
section 4.6) as the key epistemological process (Easton, 2010), possible sources of
causal mechanism can thus be identified within existing theories and inductively from
the data. The critical realist research spiral (Ryan et al., 2012) proposed to guide critical
realism research in industrial marketing (see Appendix A14) demonstrates the interplay.
Table 4.5:

Qualitative data analysis: content analysis and grounded analysis
(Easterby-Smith et al., 2012, p. 163)

Content Analysis

Grounded Analysis

 “the researcher interrogates the data for
constructs and ideas that have been decided in
advance”
 Searching for content (prior hypotheses)
 Causally linked variables
 Objective subjective
 More deductive
 Aims for clarity and unity








“researchers tend to let the data speak for itself”
Understanding of context and time
Holistic associations
Faithful to views of respondents
More inductive
Preserves ambiguity and contradiction

The proposed service-oriented business model, and the propositions as conclusions
drawn from research literature, form the starting point of the data collection and analysis
process. Relying on theoretical propositions helps to focus on certain data and to ignore
other data (Yin, 2009, p. 130), consequently, throughout the analysis, the main objective
is to attempt to understand and explain how the elements of the business model have to
be configured to enable a successful service orientation. Deductive analysis is applied to
test the alignment between empirical data and the propositions, while inductive analysis
will lead to emerging knowledge which is used to revise the propositions and the
theoretical framework. The data analysis was carried out in two stages. A withinanalysis was employed to become familiar with each case, then a cross-case analysis
followed to compare cases for differences and similarities (Eisenhardt, 1989; Miles &
Huberman, 1994; Yin, 2009).
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4.9

Quality of the Research

How well do the results of the study reflect reality? Clearly, case study processes leave
more freedom to researchers than quantitative methods (Verschuren, 2003). But the
realist researcher realised that a complete value-free inquiry is impossible; nevertheless
he is value-aware and worries about his values and preconceptions that may affect the
inquiry (Healy & Perry, 2000; M. Q. Patton, 2002, p. 93). Moreover, the criticism of
case study research is to some extent overcome by means of quality of the research
measures. The conventional criteria for evaluating the rigor of inquiry derive from
positivist science and include objectivity (construct validity), internal validity, external
validity, and reliability. Analogous to this, criteria for qualitative inquiries include
confirmability, credibility, transferability, and dependability (e.g. Denzin & Lincoln,
2011, p. 13; Hirschman, 1986; Yin, 2009, p. 40). Plenty of literature proposes possible
strategies for assessing the quality of qualitative research (e.g. B. Johnson &
Christensen, 2008, pp. 272-273; Miles & Huberman, 1994, pp. 277-280; M. Q. Patton,
2002, p. 522), but only in rare cases within the realism paradigm (Healy & Perry, 2000)
or in case study research (Riege, 2003).
To enhance the quality of the research, this study uses the following criteria and
measures (see Appendix A15 for full details and references):


Construct validity or confirmability: As realism builds on multiple perceptions of a
single reality (Healy & Perry, 2000), multiple sources of evidence and data
triangulation are key procedures to secure the quality of this research. Additionally,
feedback from informants to rule out misinterpretation, and a clear chain of
evidence to allow evaluation by external auditors, are employed (e.g. Miles &
Huberman, 1994, pp. 266-284; Yin, 2009, pp. 114-124).



Internal validity or credibility: In a realist context the criterion is “validity about
generative mechanisms and the contexts that make them contingent” (Healy &
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Perry, 2000, p. 123). Tactics used to strengthen internal validity are patternmatching, explanation building and controlled opportunism (e.g. Eisenhardt, 1989;
Yin, 2009, pp. 114-144).


External validity, transferability or generalisation: In contrast to the positivist, the
realist researcher puts emphasis on analytical generalisation that generalises findings
into a broader theory, rather than a population (Tsoukas, 1989; Yin, 2009, p. 43).
This is achieved by showing similar or different findings among similar or different
respondents and cases, and by demonstrating that conclusions can be transferred to
other contexts. To raise external validity, cases are chosen for theoretical reason in
order to facilitate replication. Furthermore, evidence is compared with extant
literature (e.g. Eisenhardt, 1989; Miles & Huberman, 1994, p. 279; Riege, 2003).



Reliability or dependability: To increase reliability, a case study protocol is written
and a case study database is put together (Yin, 2009, pp. 114-122).

4.10 Conclusion
In this chapter, a critical realist perspective and the use of case study research has been
justified to address the research on the development of a service-oriented business
model for capital goods manufacturers and the establishment of evidence for the
expected influence of a service strategy on the business model’s configuration.
The justification can be summarised in the following way. Firstly, critical realism that is
somewhere between positivism and constructivism enables theory building and a
qualitative research approach. The latter is regarded as appropriate for seeking valid
explanatory knowledge in this research. In summary, critical realism supports the aim of
the research to postulate some of the underlying mechanisms and relationships that
explain how a service orientation takes place in a manufacturing company. Secondly,
case study research was chosen as the research methodology for the discovery of new
practice insights in order to understand the phenomenon of a transition from goods to
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service that involves organisations and people in their real-life context. The
methodology aligns well with the research questions, propositions and the research
paradigm. Furthermore, critical realism as well as case study research allow for
inductive and deductive research cycles, a research process known as abduction, and
thus the stating of propositions. Thirdly, the research design defines a Swiss capital
goods manufacturer as units of analysis. A multiple-case design was used in conjunction
with literal and theoretical replication logic to later highlight similarities and differences
within and between the four purposely selected case companies. Fourthly, interviews
and documents were used as sources of evidence. The data analysis employed withincase and cross-case analyses in order to understand how different business model
configurations enable a successful service orientation. Finally, the research
methodology fulfils the scientific criteria, namely the confirmability, credibility,
transferability, and dependability of the research. Several strategies are implemented for
increasing the quality of research, for example the use of multiple sources, data
triangulation and extensive documentation of the research process.
The next chapter (chapter 5) will discuss the data collection and data analysis
procedures in more detail and by means of the conducted study.
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5
5.1

The Process of Data Collection and Data Analysis
Overview and Structure of the Chapter

Often, data collection and data analysis are only inadequately described in qualitative
case studies (Beverland & Lindgreen, 2010; Piekkari et al., 2010). It is for that reason
that this chapter additionally discusses details on data collection in terms of the applied
process, prepared and deployed instruments and the two data collection methods,
namely interviews and documents. Moreover, the process of data analysis is also
illustrated.
The chapter is divided up into six sections. Following this overview of the chapter the
four different stages of the data collection process are presented (section 5.2). Then
follows a discussion regarding the two main instruments used during the process, which
are the case study protocol and the interview guide (section 5.3). Thirdly, details on the
interviews, which were conducted in the case companies, and collected documents are
given (section 5.4). Fourthly, in section 5.5, the analytic process that was applied to get
from the recorded interviews to the answers of the sub-research questions is explained.
Finally, a conclusion is drawn (section 5.6).

Figure 5.1: Overview of the data collection chapter (author’s own figure)
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5.2

The Process of Data Collection

In this study, the complete process of data collection was composed of four different
stages: (1) the preparation of instruments for data collection; (2) the identification and
selection of companies to be part of the case study; (3) a first meeting with the key
contact person in each company; and (4) the actual data collection that included
interviews as the main source of evidence.
Table 5.1:

The process of data collection

Stage

1. Preparation

2. Identification
& Selection

3. First Meeting

4. Interviews

Content

Preparation of
documents for case
companies.

Identification and
selection of case
companies
according to the
research design.

Presentation of the
study and from the
case company.
Planning of the
interviews.

Carrying out of the
interviews and
collection of
documents.

Tools

 Flyer
 Information sheet
 Consent form
interviewee
 Consent form
company
 Case study
protocol
 Interview guide

 Flyer
 Information sheet
 Consent form
interviewee
 Consent form
company

 Case study
protocol
 Interview guide

As pointed out above, the first step in the data collection process included the
preparation of several documents and tools. In order to present the study and its aim in
the targeted companies, and to inform their employees about the planned research and
its approach, a flyer, an information sheet for interviewees and a consent form for both
the company and participants were created. The information sheet and the consent
forms and additionally the interview guide, were part of the research proposal that was
submitted to and approved by the faculty of business of the Charles Sturt University and
the university’s Human Research Ethics Committee. All these documents are available
in an English and German version, because all of the interviewees spoke German as
their mother tongue. Two important instruments for data collection that were developed
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during this first phase, the case study protocol and the interview guide, are subsequently
discussed in more detail (see section 5.3).
In the next stage, companies had to be found that corresponded with the defined
research design (see section 4.7). Several Swiss manufacturing companies that offer
service in addition to their produced capital goods were asked to take part in the study.
These companies were either known by the investigator, the supervisors, or listed by
professional associations. The initial contact with a contact person in the targeted
companies was either established via telephone or email. In both cases, companies were
informed in written form about the research project, the aim of the investigation and the
company’s role in the research. At the end, four companies (referred to as Company A,
Company B, Company C and Company D) were selected that offered the possibility to
conduct interviews with some of their employees in management positions. Then, an
initial meeting was scheduled with three of these companies.
The first meetings took place at the companies’ headquarters and were held with the key
contact people. For the researcher, the key contact person was the company's
representative, who ensured the approval for the researcher to conduct his research in
the company. Each meeting included a presentation of the research study, given by the
researcher, and one of the company and its product by the contact person. Where
possible a tour through the company’s factory was made. After discussing the procedure
of the interviews, the use of the collected data and researcher’s confidentiality, the key
contact person was given the task to decide which people to inform about the research
taking place in the company and to agree on the company's employees participating in
the research project. To schedule the interviews, the researcher was provided with the
participants’ contact details after the meeting.
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Table 5.2:

Meetings with the case companies

Meeting
First meeting with key
contact people
Tour through the
company’s factory
Interviews

Company A *
October 2013

Company B
October 2013

Company C
February 2014

Company D
-

October 2013

October 2013
January 2014
January 2014

-

-

November &
May 2014
December 2013
December 2013
* the companies have been referred to as Company A to D to preserve their anonymity

The final stage included conducting the interviews with the selected employees. More
information about interviews in general and the interview process is provided and
expanded upon, as follows (see section 5.4)
5.3

Instruments for Data Collection

Two of the most important instruments for data collection were the case study protocol
and the interview guide. The first instrument, the case study protocol is used as “a major
way of increasing the reliability of case study research” (Yin, 2009, p. 79) and guides
the researcher in his data collection from a single case as one of several in this multiplecase study. Overall, it includes the following sections: (1) an overview of the case study,
(2) data collection procedures, (3) case study questions, and (4) a guide for the case
study report. Since necessary information about the purpose of the case study, the
conducted interviews in the case companies, and the presentation of the data, were
given in the introduction, methodology, data collection and data analysis chapters
within this thesis, comments on the case study protocol here are limited to those
relevant for the case study questions.
Case study questions are questions posed to the researcher and should be clearly
distinguished from the questions asked during the interviews. In essence, they are
“reminders regarding the information that needs to be collected” (Yin, 2009, p. 86). In
this study, they are based on knowledge gaps found in the reviewed research literature
(see Appendix A16) and composed of 22 sub-questions to the two research questions
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(see Appendix A17). Each question (see Table 5.3, first column, for an example) is
accompanied by a list of possible sources of evidence or information required to answer
the question (second column). It should be noted that some of the questions can only be
addressed after data from other preceding questions has been analysed. In the next stage
the case study questions facilitated the formulation of the interview questions for the
interview guide (third column), which provides the researcher with a road map to ensure
that the same lines of inquiry were pursued with each person interviewed (M. Q. Patton,
2002, p. 343).
Table 5.3:

Example of a case study question, its sources of evidence, and the
corresponding interview questions

Case Study Question
(Sub-Research Question)

Sources of Evidence
(Information required to answer
the sub-research question)

Interview Question

“How do the different elements
of a service-oriented business
model influence the success of a
manufacturer company’s
transition to service?”

What is the importance of the
proposed BM elements during a
transition? Order of importance?

Which of the following
elements (of the proposed
business model framework)
were/are affected by a transition
from goods to service?
To what extent are these
elements (of the business model
framework - BMF) affected by
the transition (0 – not affected,
100 – significantly affected)?
What is the importance of these
elements (order of importance)?

What is the importance of the
proposed indicators of each
element's level of service
orientation in practice?

Which of the following drivers
of service orientation are
important in practice?

Are there other proposals for an
element's indicator of service
orientation?

Are there other drivers for a
service orientation? Is there any
relationship between these
(new) drivers and the previously
discussed (BMF) elements?

The interview guide (Miles & Huberman, 1994, p. 37; M. Q. Patton, 2002, pp. 343-344;
Yin, 2009, pp. 86-89), the second main research instrument, lists the questions or issues
that are to be explored in the course of the interviews with the participants from the case
companies. It helps to guide the conversation in a systematic and comprehensive
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manner and best uses the limited time available in the interview situation (M. Q. Patton,
2002, p. 343). Furthermore, the usage of the same questions, across all interviews and
cases, simplifies the comparison of the findings in the course of the data analysis (Miles
& Huberman, 1994, p. 35). The interview questions for this study emerged from the
case research questions (sub-research questions and information required to answer
them) as previously depicted. Altogether 36 questions were included in the interview
guide (see Appendix A18) and addressed with the aim of investigating the following
five main question areas and their associated questions as listed below:


Services: Which services are provided to the client today?



Service strategy: What is the service strategy of the company?



Transition towards service: Which changes have taken place during the transition?
Which organisational elements were affected?



Change in the business model: Which elements of a business model were affected
by the transition from a manufacturer to a service provider?



Drivers for a service orientation: What are the drivers of a service orientation? How
important are they in practice?

The interview guide was developed to enable a structured and sequential interview
approach. Nonetheless, the complexity of the topics analysed, demanded an adjustment
of formulation and further questions in addition to the questions in certain cases. It is
obvious that these further questions were not discussed with each interviewee. Lastly, in
addition, some of the questions were supplemented with figures or tables in order to
present theoretical frameworks (e.g. the business model), specify questions’
formulations, or simplify answering the items.
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5.4

Interviews and Documents

As indicated earlier, this case study research relies on interviews and documents as
methods for data collection. On the one hand, interviews are one of the most important
sources for case study information and an appropriate method to discover interviewees’
views, perceptions and opinions (M. Q. Patton, 2002, pp. 341-348; Yin, 2009, pp. 106109). A key approach is to use multiple informants who have diverse viewpoints on the
focal phenomena (Eisenhardt & Graebner, 2007). Moreover, interviews can range along
a continuum, from unstructured to highly structured interviews and conversations
(Easterby-Smith et al., 2012, pp. 126-128). On the other hand, secondary data sources
such as personal documents, minutes of meetings, or formal studies are used to
corroborate information from other data sources (Easterby-Smith et al., 2012, p. 140;
Yin, 2009, pp. 101-105).
To gain insight into an individual’s reflection on the service orientation of their
company, twelve face-to-face in-depth interviews (Easterby-Smith et al., 2012, pp. 131133; Yin, 2009, p. 107) were conducted in conjunction with the above presented
interview guide. The interviews were semi-structured with open-end questions, to allow
information to emerge from the field. While the data collection sources were individual
people, the unit of analysis was the organisation to which the individual belongs (Yin,
2009, pp. 88-89). All meetings were one-to-one sessions and depending on the
organisation of the investigated company (see Table 5.4) each case involved up to five
interviews at different hierarchical levels (Eisenhardt & Graebner, 2007). Furthermore,
all respondents gave permission to audio record the interviews. Audio recording ensures
more accurate and rich data (M. Q. Patton, 2002, pp. 380-328; Yin, 2009, p. 109). The
interviews lasted from 80 to 120 minutes. For each interview, the following process was
applied. Firstly, after scheduling the interviews with the participant, he or she received
the information sheet and the consent form, and was asked to contact the researcher if
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more information about the study was needed, to ensure that the respondent was fully
informed about the context of the research, confidentiality and anonymity and the
subsequent use of the data (e.g. Bell & Bryman, 2007; Miles & Huberman, 1994, p.
291; M. Q. Patton, 2002, p. 407). Secondly, the interview took place in an office within
the investigated company. After a presentation of the researcher and an introduction to
the study, the participant agreed to be interviewed by signing the consent form. Then
the interview was conducted, based on the interview guide. All interviews were held in
German and the answers documented as they were given. Normally, in between the
interviews, impressions of the researcher were discussed to confirm a clear
understanding of the answers. At the end of the interview, the participant was asked
about any additional questions regarding the research and thanked for his or her time.
Supplementary questions that emerged during the study, were sent to the interviewees,
who provided additional information (Eisenhardt, 1989, p. 539).
Table 5.4:

Case companies and interviewees’ role within the organisation

Company A
Head of Service Center
male; 16; ½; service business *
General Manager Sales
male; 20; 7; sales, project management
Head of Projects
male; 10; 3; project management, engineering
General Manager Products
male; 14; 14; marketing, product management
General Manager Services
male; 17; 8; service business, project management
Company B
Product Manager Automation
male; 18, 2; product management
Product Manager Services
male; 8, 8; service business
Managing Director Sales
male; 24; 20; sales; service business
Head of Product Management
female; 7, 7; product management
Head of Software & Control
male; 14, 14; software development
Company C
Head of Business Development & Marketing
male; 15; 15; business development, service business
Company D
Managing Director Fleet Business
male; 20; 20, service business
* Personal characteristics: job title, gender; years industry experience; years with company; expertise

The interviews could be carried out without any limitations. No participating company
restricted any interview questions or prevented the interviewees from providing certain
information, however two non-disclosure agreements were signed that prohibit the use
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of the given information for any other purpose than the research project. It is
noteworthy that in two companies only one person was available for an interview. This
small sample size does not allow for data triangulation, but because of the advanced
service orientation of both companies and the interviewees’ extensive experiences with
it, the insights of these cases were also considered to be important. All scheduled
interviews were conducted according to the above presented process in a pleasant and
quiet atmosphere without disturbing events. The interviewees held an appropriate
function in the organisation and were sufficiently adept in openly answering every
question asked as well as sharing their insights. Limitations of the data collection
include, mainly because of the semi-structured interview approach and time constraints,
that not every interviewee answered all the prepared questions. However, care was
taken to ensure that the main questions got answered. Furthermore, interviewees had
difficulties in determining the business model element’s quantitative level of service
orientation. Thus the corresponding question was only asked in one company. This
observed problem is further elaborated upon in the data analysis chapter. Overall, there
are no significant differences in the collected data that would impact their further usage
in a meaningful data analysis.
During a transition to service a vast amount of documents may be written with the
intention of providing a basis for decisions and to inform people about the process. Thus
the intent was to collect evidence from secondary data sources to verify and contrast the
information given in the personal interviews, but also to pinpoint questions and
important issues. Furthermore, financial data was collected to determine the success of
the transition. The collected data included publicly accessible documents such as
customer magazines, information and product brochures, or information from the
companies’ web pages, but also internal and confidential presentations and working
papers (see Table 5.5 for details). Most of the documents were provided by the key
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contact person or the interviewees. Although the material may be considered to be
objective, because it has been generated outside the influence of the research study,
attention must be given as it may have been edited to reflect a desired image (Johnston
et al., 1999; Yin, 2009, p. 105).
Table 5.5:

Secondary data sources from the case companies

Company A
 web site
 marketing brochures
 service fact sheets
 company
presentation
 product portfolio *
 service
presentation *

Company B
 web site
 marketing brochures
 company
presentation
 customer magazines
 annual report 2014

Company C
 web site
 marketing brochures
 service management
handbook *

Company D
 web site
 marketing brochures
 company
presentation
 service conference
presentation
 annual report
2013/14
 annual results
presentation
 management report

* confidential

Finally, to increase confirmability, the draft case descriptions and quotes were provided
to the respondents with a request for verification and comments (M. Q. Patton, 2002,
pp. 560-561; Yin, 2009, pp. 182-184).
5.5

The Process of Data Analysis

There are several ways to examine qualitative data, though it should be noted that the
process is difficult and not very codified (Eisenhardt, 1989, p. 539; Yin, 2009, p. 127).
The proposed theoretical business model framework and its elements, as well as the
propositions as conclusions drawn from research literature, form the starting point in the
study and help to focus on certain data and to ignore other data (Yin, 2009, p. 130).
Throughout the analysis the main objective is to attempt to understand and explain how
the elements of the business model framework have to be configured to enable a service
orientation.

112

The Process of Data Collection and Data Analysis

Data analysis is defined in terms of three linked activities: data reduction, data display
and conclusion drawing/verification (Miles & Huberman, 1994, pp. 10-12). Data
reduction is done in order to reduce the volume of collected data whilst using strategies
such as data coding, theme identification, clustering and preparation of data summaries.
A data display is defined as “an organized, compressed assembly of information that
permits conclusion drawing and action” (Miles & Huberman, 1994, p. 11). Then the
third activity involves conclusion drawing from the data with strategies such as
comparison and contrast, pattern and theme identification, clustering, and checking
results with respondents.
This data analysis includes two approaches. Firstly, a within-case analysis offers a
detailed and thorough description of the firm’s service orientation (Eisenhardt, 1989).
By employing a pattern-matching and explanation building approach (Trochim, 1989;
Yin, 2009, p. 136), emergent themes were shaped from the data and compared to the
established theoretical positions. Secondly, a cross-case analysis (Eisenhardt, 1989) was
performed to analyse the similarities but also the expected differences in the business
models due to the different characteristics of the service strategies. Partially ordered
displays (Miles & Huberman, 1994, pp. 102-110), in particular checklist displays, were
applied in both analyses to support explanation and furthermore to determine how the
business model elements have to be configured for a move along the goods-service
continuum.
Qualitative data analysis is a complex process that may be supported by qualitative data
analysis software. It is highlighted that data analysis software “cannot replace the
researcher’s own thinking and analysis process” (Given, 2015, p. 153), it is rather a data
management tool in order to store, code and analyse the collected data (Bergin, 2011).
Besides providing an audit of the data analysis process, qualitative data analysis tools
support the creation of an accurate picture of the data and thus are widely used in social
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science and management research (Dean & Sharp, 2006; Welsh, 2002). In this study,
the NVivo software package was used in the analysis process in order to manage, code
and review the interviews and secondary data from the case companies.
Throughout the data analysis process, the issue of quality of research (see section 4.9)
was treated with care. In short, multiple sources of evidence, data triangulation, and
feedback from the informants helped to reduce the risk of misinterpretation and to
increase the confidence in the findings. Additionally, the documented data analysis
procedures and a clear chain of evidence (in this section) as well as the comparison of
evidence with extant literature (in section 7.2) further contribute to the validity and
reliability of this research.
The data analysis process includes seven different stages (see also Table 5.6) in order to
answer the sub-research questions and to validate the propositions. The stages include:
(1) the transcription of the recorded interviews; (2) the coding of the answers to the
interview questions; (3) the coding of key phrases; (4) the translation of the key phrases;
(5) the summarising of the key phrases; (6) the summarising of the answers to the subresearch questions (case study questions); and (7) the analysis of the answers to
characterise the case companies and validate the research propositions. The first six
stages are part of the within-case analysis, whereas the last stage is the cross-case
analysis.
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Table 5.6:

The process of data analysis

Stage

1. Transcript

2. Coding and Query

3. Coding
Key Phrases

4. Translation

Content

 Transcription of
the audio recorded
interviews

 Coding of the
transcripts by
interview
questions
 Query of the
nodes

 Coding of the
nodes by key
phrases

 Translation of key
phrases from
German to English
 Categorisation of
key phrases to
business model
element

Input

12 audio recordings

12 transcripts

100 nodes:
interview questions

82 nodes:
key phrases

Stage

5. Summary of
Key Phrases

6. Answers
Sub-research
Questions

7. Validation
Research
Propositions

Content

 Summarising of
the key phrases to
answer each
interview question
for each company

 Summarising of
the sources of
evidence to
answer the case
study questions

 Description of the
case companies
 Validation of the
research
propositions

Input

100 documents:
answers to interview
questions

4 documents:
answers to interview
questions
(1 per company)

4 documents:
answers to case
study questions
(1 per company)

The following details are provided, in order to adequately describe the data analysis
process and provide sufficient details about the applied methods (see Appendix A19 for
a comprehensive presentation of the analysed data and the data storage). The first step
in the data analysis process included the transcription of a total of twelve interviews. As
well as the audio recording, the resulting transcripts are in German. Secondly, the
transcripts were coded by using the interview questions as nodes (see Appendix A17,
Column IQ). At this stage, large text chunks were coded for each node. Afterwards, for
each interview question and company a query was applied in order to collate all
corresponding coded nodes in one document (see Figure 5.2).
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Figure 5.2: Coding of the transcripts by interview questions and query of the nodes
(author’s own figure)
Then, in the third stage, the volume of interview data in the documents resulting from
the second stage was reduced. Therefore, the researcher highlighted important passages
in the text chunks as key phrases. These key phrases contain sources of evidence
required to answer the case study questions. For each document with interview data a
corresponding new document with key phrases was generated (see Figure 5.3).

Figure 5.3: Coding of the nodes by key phrases (author’s own figure)
Fourthly, the documents from the third stage were translated from German into English.
Additionally, where appropriate, the key phrases were complemented with a code that
indicates the business model element in which the described activity takes or has taken
place. For example, the key phrase “appointment of a global service manager”
influences the resources and capabilities element, thus the code [RC] was added at the
end of the phrase. Fifthly, all documents resulting from the fourth stage that belong to
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the same case company were collated into one document. The key phrases including the
codes of the business model element were sorted according to the interview questions
and subsequently within these according to the business model elements (see Appendix
A20 for an example). In the next stage, the sorted key phrases were collected as a source
of evidence to answer the case study questions. All available secondary data sources
such as documents describing the company, products and the service strategy were used
to complement the answers. The resulting documents (see Appendix A21-A24 for a
shortened version) contain the case study questions, the corresponding answers and
were considered as useful, further information or key phrases that led to the drawn
conclusions. Finally, the answers to the case study questions are then used to give a
description of the case companies and their service strategies, as well as to compare the
different actions taken in the business model elements in order to advance the
company’s service orientation. Afterwards the comparison supports the validation of the
previously established theoretical research propositions.
The analysis includes some limitations. The available interview data for the analysis of
Company C and Company D is sparse due to the fact that in these companies only one
person was available for an interview. As a consequence, in these cases not all subresearch questions could be answered and the number of sources of evidence for the
validation of the research propositions is rather small. Nonetheless the insights gained
from these analyses are valuable as the cases represent companies with an advanced
service orientation. Additionally, the interviewees’ difficulties in determining the
business model element’s quantitative level of service orientation led to the use of
another approach to validate the research propositions. The intent was to base the
validation on an analysis of the quantitative levels. Instead the analysis now considers
the different types of activities the case companies have performed or will perform to
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reach a higher level of service orientation. Such an approach has resulted in transparent
and significant conclusions.
References to the data from the answers to the sub-research questions are provided via
coding in subscript. The subscript includes in brackets the reference to the company (or
the corresponding document) and the number of the sub-research question. An example
for such a code is (A, SQ1-1). These codes allow back tracking to the original interview
transcripts (see Appendix A25 for an example).
5.6

Conclusion

This chapter presented the data collection process, which included interviews with
employees of capital goods manufacturing companies and the gathering of information
from secondary data sources. The instruments applied to support this process were
discussed. Additionally, a description of the analysis process that led to the answers of
the sub-research questions was given.
To sum up, the four distinct stages of the data collection process can be characterised as
follows. In the first stage, various documents for presenting the study and informing
targeted case companies were prepared. The preparation also included the development
of the two main instruments for data collection, namely the case study protocol and
interview guide. A case study protocol includes procedures and requirements to be
followed during data collection. An important section in the protocol is that which
contains the case study questions that remind the researcher of the information to be
collected. These questions are not to be mistaken with the questions that are posed to
the interviewees. In this study they were more a preliminary step for the development of
the interview guide which lists the questions that were posed to the interviewees in a
sequential manner. In the second stage possible case companies, which corresponded
with the research design, were identified and contacted. Four Swiss capital goods
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manufacturing companies were selected that offered a cooperation for the study. Then,
in the third stage, initial meetings with the key contact people at the companies were
held where possible, to present the study in detail and to become more familiar with the
different companies and their product. The last and fourth stage consisted of carrying
out the twelve face-to-face in-depth interviews with the selected participants in the
companies according to the semi-structured questions in the interview guide. To
simplify data analysis, all interviews were audio recorded. Furthermore, publicly
accessible as well as internal documents have been collected to allow for triangulation
of evidence.
For the data analysis seven different analysis steps were performed in order to first
answer the sub-research questions and then validate the propositions. Not all
information could be collected or sub-research questions answered. This restriction,
which was documented in this chapter, is based mainly on the unavailability of
information and thus should not influence the level of confidence in the findings.
The results of the data analysis will be presented in more detail in the next chapter
(chapter 6).
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6
6.1

Data Analysis
Overview and Structure of the Chapter

This chapter includes the analysis of four service-oriented capital goods manufacturing
companies in order to answer the sub-research questions and to test the research
propositions. Furthermore, it is validated how comprehensively the theoretically derived
business model captures the dimension of a company undergoing a transformation to a
service provider in practice.
Throughout the chapter the claims are supported by references to the answers to the
sub-research questions that themselves refer to quotes from the interviews (see also
section 5.5 for more details). These claims are indicated as subscripts such as for
example (A, SQ1-1).
The chapter is structured as follows. Firstly, in section 6.2, the four case organisations
are described with regards to their company’s profile, product portfolio and service
strategy. Based on this information the companies are then positioned on the goodsservice continuum. Then, section 6.3 discusses the research propositions in order to
validate if empirical evidence can support the proposed drivers of a service-oriented
business model and the drivers’ dependence on the adopted service strategy. As a final
point, section 6.4 provides a conclusion.

Data Analysis

121

Figure 6.1: Overview of the organisation of the data analysis chapter (author’s own
figure)
6.2

Profiles of the Case Organisations

One of the research questions asks for clarification on how the business model and its
elements are driven by the company’s service strategy. To be able to answer this
question the case companies and their service strategies have to be known. Hence, for
each company, the company’s profile and product portfolio is presented (note that the
companies have been referred to as Company A to D to preserve their anonymity). An
analysis of the company’s service strategy then follows. The different strategy
development processes and reasons for a service orientation are of special interest, but
also the contents of the strategies and companies’ positions on the goods-service
continuum.
6.2.1

Company A

Profile of the Case Organisation and Product Portfolio
Company A’s headquarter is located in Switzerland, with fields of action on all
continents. Based at over 30 different locations worldwide, the group has a workforce of
approximately 1100 employees. The company’s product range encompasses
components, modules, robotics and sophisticated automation solutions. Appropriate
components and modules are used to create complete systems with intelligent control
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capability for use in the automotive, tire, metal, railways, intralogistics, pharmaceuticals, wood, renewable energies, aerospace and aeronautics industries (A, SQ2-1)3.
Services are grouped in support, protect and improve (see Table 6.1 for details) and
range from basic services such as helpline, repair and spare parts, to maintenance
services and furthermore to production support and retrofit. Some of the services are
only available with a customised service agreement. This service portfolio is mainly
coordinated from the global customer care and services business unit (A, SQ2-1).
Table 6.1:

Service portfolio of company A

Service Group

Services

Support

- Helpline basic
- Helpline plus
- Remote support

Protect

- Inspection
- Maintenance
- Warranty extension

Improve

- Training
- Production support
- Retrofit

- Component repair
- On site repair
- Spare parts

Service is also provided from other business units, mainly in the presales phase. Firstly,
components and modules are provided with advisory services that include engineering
consultancy services, assessments and customisation or the design of components.
During the design phase, Company A prefers joint co-operation with the customer.
However, services for components and modules are restricted as they are often sold to
integrators or to the own country subsidiaries. Secondly, for systems, support is
provided at every stage of the project development and includes analyses, simulations as
well as assistance during installation and commissioning. Here as well, the development

3

Reference to the answers to the sub-research questions and subsequent to the quotes of the interviews
(see also section 6.1).
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takes place in close co-operation with the customer. All systems are manufactured inhouse. Finally, in some cases the advisory service creates specifications for tenders. In
general, the company is known for having a solution to every problem, even in cases
where other companies say that they cannot do it. Nowadays, the business area spare
parts is the most important service in terms of revenue, followed by repair and
maintenance. The company earns three million CHF in revenue from services, whereas
the spare parts count for seventy per cent. Services count for three per cent of total
turnover (A, SQ3-1). It should be added, that the costs for presales advisory services,
engineering or design are often not or only partly charged to the customer (A, SQ2-1).
An Analysis of the Company’s Service Strategy
The active development of the company’s service business started in 2012, nonetheless
the company had already offered spare parts, repair and also engineering services for a
long time. It was a decision from the board of directors to develop a service orientation.
The orientation was based, on the one hand, on the management’s increased awareness
of service as a necessary step for growth and, on the other hand, on the market need, as
customers more frequently request service as a prerequisite for sales discussions.
Further factors that influenced the decision to implement a service strategy were the
growing installed base and its huge potential to generate service, the commoditisation of
some produced goods, differentiation opportunities, differences in the country
subsidiaries’ service portfolios, as well as competitors that generate a lot of service
revenue. In summary, in order to avoid losing orders, the company had to act. As an
initial consequence, the service business unit was established and a manager was
appointed with the task to set up a team and develop the service offerings (A, SQ2-6).
The current service strategy is not written down in a document and is only known to a
few people. However, it is those parts of the strategy that are available as a presentation,

124

Data Analysis

which was discussed in a workshop for the representatives responsible for the service
organisation in the country subsidiaries. The targeted strategic goals cover the five areas
products, sales activities, service organisation, skills and equipment and pricing, and
include: (1) the acknowledgement of the market potential of the installed base; (2) the
definition of the offered services and the service levels; (3) the support of the customers
in the presales phase; (4) a move from a reactive to a proactive service sale approach;
(5) the future global service organisation and its responsibilities; (6) the development of
resources and skills; (7) the pricing of the services; and (8) the increase of the share of
service revenue from three to ten per cent, by 2020 (A, SQ2-1).

Figure 6.2: The service orientation of Company A (author’s own figure)
The company primarily offers after-sales service (see Figure 6.2). Accordingly, the
strategy is to move from a reactive to a proactive service sale and therefore a large
offensive was launched in order to offer preventive maintenance and customised service
agreements, which include service modules such as inspection, training and hotline.
From such a perspective the company is placed between an “after-sales service
provider” and a “customer support service provider”. Moreover, there is large consensus
among the interviewees that their company is pursuing a “customer support service
provider” strategy. Apparently, the development, design and consulting activities
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provided by some product units in order to support the customer in the presales phase
are not yet actively marketed and perceived as service. These activities along with the
planned service modules production support and retrofit are part of a “development
partner” strategy that Company A already unconsciously put into action. An
“outsourcing partner” strategy is not an option. Therefore, in conclusion, the company
simultaneously moves to an active “customer support service provider” strategy and
extends its “development partner” strategy (A, SQ2-1).
6.2.2

Company B

Profile of the Case Organisation and the Product Portfolio
The headquarter of Company B is in Switzerland and two additional development and
manufacturing locations are in Germany and China. The company is represented in
approximately 30 countries with its own sales and service companies. Around 1600
people are employed worldwide. The company develops and sells systems for cutting
and bending processes. Three product groups, which are labelled as cutting, bending
and automation, each consist of a portfolio of different systems. A fourth product group
includes software, such as packages that enable the customers to manage whole
production processes and machine controls. All the products are sold in different
markets. Targeted industries include mechanical and plant engineering, automotive
industry, office furniture, telecommunication and aviation (B, SQ2-1).
The local service companies offer first level support such as sales, customer service,
software hotline, parts, training and preventative maintenance (see Table 6.2 for
details). Service also includes innovative products such as an online service that offers
the generation of optimised cutting plans and a web-based and camera-supported remote
monitoring system. In these cases, the customer is offered a service to do something, for
example a tool for data collection and analysis in order to measure the overall efficiency
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and effectiveness and to initiate optimisations. Generally speaking, software increases
the value of the machines and generates added value for the customer. Furthermore,
second level support is provided by the product specialist in the headquarter and third
level support from the development business unit (B, SQ2-1).
Table 6.2:

Service portfolio of company B

Service Group

Services

Sales

- Area sales managers
- Consultants

Customer Service

- Helpline / Contact person
- Support (repair)

- Remote support

Software Hotline

- Hotline
- Updates

- Expansions

Service

- Preventative maintenance
programs (agreements)

Parts

- Spare & worn parts (incl. logistics)
- Web shop

Training &
Application

- Operator training
- Maintenance training
- Programming courses
for the software

Services & Support

- Online Service
- Web-based & camera-supported
remote monitoring

Financing

- Financing option (with partners)

- Software interfaces

Services that are typically free for the customer include tests to determine the best
machine with respect to speed and costs per part, and tests to confirm the required
specifications. There are a few experts who can advise customers in special cases, for
example process optimisation, but these activities are not offered as a service or to
generate profit. Also design and development services such as feasibility studies and
customised solutions for automation are very rarely provided. Overall, Company B’s
service and support constitute 24 percent of total sales, whereas two thirds are from
spare and worn parts sales and one third from service technician hours (B, SQ2-1).
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An Analysis of the Company’s Service Strategy
Company B has offered customer service since it started selling its machines. Back
then, the service portfolio included machine related activities such as installation and
giving instructions for the use of the machine. It was soon extended to reactive repair
and maintenance. For a long time, service was not a relevant topic for the company,
mainly because strong growth was achieved with the machines. This was the case until
the financial crisis in 2008 when the sale of machines decreased and service
demonstrated its anticyclical strength. Additionally, there were other environmental
triggers such as competition, market size, differentiation, service as a possible source
for growth and the customers expecting more and new service offerings which forced
the company to put more emphasis on service. At that point service was acknowledged
as a business and became a management focus. An initial service strategy was put in
place to promote local service management and maintenance agreements. Then, a
second service orientation became part of the strategy in 2013. A service product
manager was appointed to manage the globally offered service products. It should be
noted that five years ago customer service was just there and no one paid attention to it,
but now it is a management focus (B, SQ2-6).
Company B’s business operations are built on eight claims that are directed to service
and the values represented by the company and its employees. More than half of the
claims concern soft factors. Unlike the claims, a documented service strategy is not
known to the interviewees. One interviewee was explicitly looking for a document, but
did not find anything, except a statement from the former CEO that states that service is
a key pillar of the strategy. The new strategy, which is named “change your mindset”,
was initiated by the holding company and is described as follows. Strategic goals are (1)
a change from sales based on technical data to total solutions including services; (2) the
delivery of lifetime product support from A to Z, even in 10 years; (3) the development
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of new products as services; (4) to offer more service products; (5) relationships based
on trust; (6) growth in the service business; and (7) more revenue with services (B, SQ2-1).

Figure 6.3: The service orientation of Company B (author’s own figure)
Most of the offered services are characteristics of an “after-sales service provider”
strategy. Although, the company also offers preventative maintenance agreements that
are typical for a “customer support service provider” strategy. Moreover, the current
transformation step includes the expansion of consulting competences. The first goal is
to establish the service technicians as flying or driving doctors. After checking the entire
machine, they communicate the results to the user and propose further work to do in
order to prevent breakdowns. In this case the service engineer acts as a consultant, even
more so as he has much higher credibility than a sales person. Secondly, the focus is on
the customer’s processes. It is not the intent to provide personal consulting support,
rather it is the aim to offer tools such as the software-based service products. In the end
such tools enable the customer to optimise his physical products and processes. In
agreement with the majority of the interviewees the company is viewed as a “customer
support service provider”, even though it was noted that it is difficult to sell
maintenance contracts. The new service products such as the online service are matched
to an “outsourcing partner” strategy, because the providing company is managing the
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function of the product. To a certain extent they might also be considered as products of
a “development partner” strategy as they indirectly provide consulting services. For the
future, an “outsourcing partner” strategy is not ruled out (B, SQ2-1).
6.2.3

Company C

Profile of the Case Organisation and the Product Portfolio
Company C consists of a group of eight corporate brands and is a leading supplier of
grinding machines for surfaces, profiles, cylindrical grinding and tools. Each corporate
brand offers a wide range of machine types as well as software. The group’s
technologies are used in diverse areas such as automotive, tool, power plant turbine
manufacture, die makers and the medical technology industry. More than 2000 staff in
branches around the world ensure that the group is an expert partner for its customers.
The experience with the transition towards service stems largely from corporate brand
S, a producer of cylindrical and form grinding machines which has its headquarters in
Switzerland (C, SQ2-1).
The groups’ services are clustered as customer care in start-up, qualification,
prevention, service, material, rebuild and retrofit (see Table 6.3 for details). Most
corporate brands offer all of the services. Across the brands there are some differences
in the content of the service offerings, but it should be highlighted that the service
portfolio is standardised worldwide in terms of wording, marketing and unique selling
propositions (USPs). First and second level support is provided by a decentral
organisation, there are around 50 native speaking helplines available (C, SQ2-1).
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Table 6.3:

Service portfolio of company C

Service Group

Services

Start-up

- Commissioning
- Warranty extension

Qualification

- Training
- Production support

Prevention

- Maintenance
- Inspection

Service

- Customer service
- Customer consultation

- Help line
- Remote service

Material

- Spare parts
- Refurbished parts

- Accessories

Rebuild

- Machine overhaul
- Assembly overhaul

Retrofit

- Modifications
- Retrofits

The corporate brands have up to 60 per cent of their machines covered with a
maintenance contract. It is believed that a coverage of 70-80 per cent is possible. The
service provision includes one or two customer visits, which are strategically important
for spare parts sales and training. Because of the proximity to the customer and the
processes, consulting activities are offered. The company provides technology
consulting in the pre-sales phase. For complex systems such a service may result in
extensive efforts and high costs, the latter are normally compensated for with the sale of
new machines. In the sales and after-sales phases, consulting includes production
support with the focus on processes, cycle time optimisation and special operational
procedures, such as the changeover to new workpieces. Rebuild and retrofit is normally
offered at end of the machine life cycle. Retrofit service offers high profit margins and
is interesting for the customer because the operators do not have to be newly trained. It
should be noted that competitors offer retrofit with the same high level of quality.
Depending on the corporate brand, service revenue is approximately 20 to 25 percent of
the new machine revenue. It is interesting to note that repair does not have the same
profit margins as the spare parts business does (C, SQ2-1).
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An Analysis of the Company’s Service Strategy
It is since the late 90s that services such as marketing and customer support have been
an important topic for corporate brand S. Back then, a head of customer service was
appointed to initiate the development of a customer support, a service portfolio and the
required organisation. Until the year 2000, growth could easily be achieved by selling
spare parts only. The service orientation was strongly driven by the company itself and
in 2004 it was decided to outsource all corporate brands’ service organisations to one of
the company’s own subsidiaries in order to increase the focus on service and to increase
profits. This service subsidiary operated from 2005 until 2010 for the businesses in
Europe. Then, the activities were reorganised and decentralised back into the company
brands because overall the negative outweighed the positive aspects of such an
independent service organisation. The service strategy of company C, named “Strategy
2015”, was developed according to the process in Lombriser and Abplanalp (2010) and
published in a master thesis. Interestingly, the goods-service continuum was used to
support the development. It was highlighted by the interviewee that this was the first
service strategy in the machine industry that he has seen fully written down. The
strategy includes analyses regarding political, economic, social and technological
factors (PEST), the market potential, and the potential of service based on the installed
base as well as a presentation of the intended process organisation and product
portfolio. Toolboxes that define the processes, tasks and checklists for different service
levels were prepared. Moreover, ten theses for a successful implementation of the
strategy were emphasised. They comprise (1) maintenance as a basis for growth; (2) the
limits of the market penetration of spare parts; (3) local support; (4) services as a
product; (5) services with a defined content and price; (6) service innovation; (7) the
empowerment of people through training; and (8) retrofit of machines as a service. In
addition the finances were an important topic in order to not be giving the services away

132

Data Analysis

for free. Finally, it was deemed critical to define what the company does and what it
does not do (C, SQ2-8).

Figure 6.4: The service orientation of Company C (author’s own figure)
Company C is an “after-sales service provider” and a “customer support service
provider”. Both strategies were implemented successfully. Today, growth in the spare
parts business is limited. Likewise, it is challenging to increase the already high number
of maintenance contracts. Thus a “development partner” strategy is pursued by some
corporate brands. Consulting, interpreted as concept design and knowhow transfer to the
customer, is viewed as a business area with a lot of potential. But contrary to the
opinion of the interviewee who views the company as a “development partner”, the firm
is rather positioned as a highly advanced “customer support service provider” which
moves its service orientation forward with business consulting services. Operational
services and thus an “outsourcing partner” strategy was evaluated for the service
strategy, but is not an option. In contrast, possibilities exist to offer performance based
services in the form of care kits for spare and worn parts. These kits would be composed
based on the operating performance of the machines (C, SQ2-1).
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6.2.4

Company D

Profile of the Case Organisation and the Product Portfolio
As a global leader in the world of power generation Company D provides turnkey
power plant solutions for a wide variety of thermal energy sources such as coal, gas, oil,
but also a comprehensive range of renewable energies. The company operates in 70
countries and nearly 25 percent of the world’s power production capacity depends on
the company’s technology. The following discussion and analysis refer to the business
unit responsible for the services for thermal power plants. This unit’s organisation
employs a staff of approximately 15’000 people, including 4000 field service experts.
The service solutions range from spare parts supply to full plant operation. They cover
all stages of a plant’s life cycle and are grouped as new & improved parts,
reconditioning & repair, field service, technical expertise & operational support,
performance improvements, service contracts and services for other OEMs (see Table
6.4 for details) (D, SQ2-1).
Table 6.4:

Service portfolio of company D

Service Group

Services

New
& improved parts

- Solutions for new parts
- Spare parts

Reconditioning
& repair

- Reconditioning solutions to optimise and enhance their return on assets
without compromising on reliability

Field service

- Installation, construction &
commissioning
- Inspection and performance tests
- Repair and overhaul services
- Recommissioning

-

Technical expertise
& operational
support

- Initial studies or plant assessments
- Plant support centre (remote monitoring, diagnostic service, 24/7)

- Plant personnel training

Performance
improvements

- Improvements for enhanced efficiency, availability, reliability, lifetime,
environmental performance or operational flexibility

Service contracts

- Long-term agreements
- Operation & maintenance contracts

Services for other
OEMs

- Components & parts
reconditioning services
- Field services
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- Part lifecycle management

Outage planning
Troubleshooting
On-site testing
Monitoring and diagnostics
Operations maintenance

- Monitoring
- Long-term agreements
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Company D tailors its service contracts to meet all customers’ operational, maintenance
and support requirements. They are flexible within the scope of services, equipment
covered, duration and risk sharing. Two types of contract exist, long-term agreements
and operation and maintenance contracts. First there is a framework contract that
defines price and conditions in advance. There are at least two inspections included and
depending on the service level, the agreement covers planned and unplanned
maintenance, new parts and reconditioning services. Delivery time, supervision field
services and planned outage duration are guaranteed. Second there is a contract to
outsource risks and responsibilities on a fee-based agreement. The highest service level
includes services such as full operation, optimisation of the plant performance and full
management and execution of general, planned and unplanned maintenance. The
thermal power plant business generates around 8.8 billion Euro revenues whereas
service accounts for around 47 percent of the total (4.2 billion Euro). Service helps to
keep the company’s profit margin at a high level (D, SQ2-1).
An Analysis of the Company’s Service Strategy
In the mid-90s, the company had around 20 field service engineers who provided basic
services in support of the physical products such as installation, commissioning,
assessments and spare parts. At that time service was not a topic of discussion in the
industry and the engineers only reacted if there was a problem. However over the years
the service portfolio was extended according to customers’ requirements. Nowadays,
Company D’s customers need a commitment regarding security, sustainability, and
availability of plant. Consequently, the company transformed from a responsive spare
parts dealer to a full operation and maintenance supplier that offers turnkey solutions.
The business is highly proactive, thus for each plant maintenance and parts are tracked.
Service has become the most profitable unit and a vital necessity because of the highly
cyclical new machine business. If companies do not invest in new plants, they require at
Data Analysis
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least maintenance to protect the value of their existing plant. It should be noted however
that since the global financial crisis (2008), this rule of thumb is not entirely correct
anymore. Today, service is acknowledged as a pre-sales business – if customers have a
good service experience with a manufacturer they recommend the company to others.
Consequently, in order to understand the customer, each plant is assigned a dedicated
service team. As a side effect, the company also gets valuable information from the
market that helps to improve new product developments (D, SQ2-1; D, SQ2-6).
The company’s general strategy is based on attack and defence. On the one hand, the
company aims to enter into the business of other competing companies, on the other
hand, the overall goal is to protect the market share and to secure high profitability. The
service strategy is adapted in detail to the product life cycle that is divided into the
phases of new product, risk, cash season, downturn and phase out. In the first phase, all
new plants or technologies are protected with a long-term maintenance contract. There
is no chance for competitors to attack the customer as long as he is satisfied with his
supplier. Customer satisfaction is achieved through customer intimacy, competence and
response. The situation is different in the downturn and phase out stage. The customer
knows his machines and the market is open for competitors. In this case, in addition to
contracts, strategies based on defence are applied. Examples for defensive strategies
include technology upgrades, higher performance levels or retrofits to put the machine
back into the life cycle (D, SQ2-1; D, SQ2-8).
Company D covers all service strategies on the goods-service continuum. It started as
an “after-sales service provider” and grew up into an “outsourcing partner”. The two
other strategies were subsequently added. Interestingly, the spare parts business still
contributes to a large part of the total service business. The interviewee stressed that
companies have to maintain their spare parts business in any case. They cannot only
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offer maintenance or operational services as competition comes from below where the
entry barriers are at the lowest level (D, SQ2-1).

Figure 6.5: The service orientation of Company D (author’s own figure)
6.2.5

The Company’s Service Strategies in Comparison

The case companies are representatives of the service strategies. For the following
discussion the companies are associated with one service strategy and the corresponding
business model (see Figure 6.6). In a simplified scheme, a company also pursues all the
service strategies that are situated on the left side of the defined strategy on the goodsservice continuum. For example, a company with a “customer support service provider”
strategy also offers the services of an “after-sales service provider”.

Figure 6.6: The case companies and their positions on the goods-service continuum
(author’s own figure)
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Company A offers after-sales service and maintenance agreements. Additionally, it
provides design, development and consulting services. Thus, the company is viewed as
a “development partner”. It should be noted that the company’s “customer support
service provider” strategy is not fully exploited yet. Company B, is heading for a
“customer support service provider” strategy. Some of the company’s latest service
products fit with an “outsourcing partner” strategy. Then, with its high number of
existing service agreements, Company C is a true “customer support service provider”.
With its consulting service this company is moving towards a “development partner”
strategy. Finally, Company D is an exceptional example of an “outsourcing partner”.
6.3

Business Model Elements and Propositions

The goal of this research is to answer the following two research questions:
RQ1: “Which configuration of the elements increases the service orientation of a
capital goods manufacturer’s business model?”
RQ2: “How is the business model elements’ configuration driven by the company’s
service strategy?”
Therefore, a driver of service orientation was proposed for each element of a business
model and then an indication was given regards how these elements have to be
configured for a given service strategy (see section 3.6). Now, in order to examine the
propositions (see Table 6.5) several of the case companies’ activities of relevance for a
service orientation, which have been either executed, planned or suggested to be
accomplished, are analysed.
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Table 6.5:

Examination of the propositions as objective of the data analysis

Business model element

Proposition

Support

Proposition

Support

Value Proposition

P1 (a)



P2 (a)



Customer Relationship

P1 (b)



P2 (b)



Channel

P1 (c)



P2 (c)



Customer

P1 (d)



P2 (d)



Partner Network

P1 (e)



P2 (e)



Value Configuration and Activities

P1 (f)



P2 (f)



Resources and Capabilities

P1 (g)



P2 (g)



Financial Aspects

P3 (a)



P3 (b)



The analysis is primarily based on the answers to the sub-research questions (see
Appendix A21-A24) and is done for each element of the proposed business model. It
starts with a reflection of the propositions for the corresponding business model
element. Then, as research findings, a short description of the main subjects of the
company’s service orientation that fit with the element is given for each case company.
Finally, the companies’ activities are compared and contrasted in order to support the
propositions if evidence is given.
6.3.1

Value Proposition

Research Propositions
The following two propositions, which were developed for the framework for a serviceoriented business model (see chapter 3, section 3.6.1), have been explored:
P1 (a): The service orientation of a capital goods manufacturer’s business model is
increased through value proposition customisation.
P2 (a): A capital goods manufacturer that moves from the “after-sales service
provider” to the “customer support service provider”, to the “development partner” or
the “outsourcing partner” service strategy, has to steadily increase its value
proposition customisation.
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Research Findings for P1 (a) and P2 (a)
Customised physical products are one of the main success factors of Company A.
Whenever possible they are based on the company’s standard modules. Likewise, the
service agreements are composed of a set of defined service modules (A, SQ1-9; A, SQ2-1)4.
One of the subjects of the company’s service orientation is the presentation of the
company as a reliable partner for engineering and consulting. Another goal is to offer a
service portfolio that fits the broad range of manufactured goods and the limited
resources (A, SQ1-1; A, SQ1-5).
To keep costs low, Company B sells its machines as standard models. However,
differentiation is achieved by offering solutions, which are packages consisting of
machines, after-sales service and IT-based service products. Thus, customisation is
mainly achieved with different service offerings (B, SQ1-1; B, SQ1-5, SQ1-9, SQ1-10).
Consequently, the service orientation of the company is based on the ability to sell
solutions. Then, the company has to develop new machines and services that are
adapted to future market needs (B, SQ1-5, SQ1-9).
Company C has both, standardised machines as well as standardised service modules.
As these modules are used to compose the service offerings, some customisation is
possible. It is noted that customised services are neither manageable nor profitable.
Furthermore, the machine remains central for the company. Although it serves as a
platform for service and is thus customisable. Overall, customisation is acknowledged
as an element of a service orientation, but it is not a subject the company focuses on.

4

References to the answers to the sub-research questions and subsequent to the quotes of the interviews
(see also section 6.1).
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Instead, the interviewee stressed the availability of a clearly defined service portfolio
(C, SQ1-1, SQ1-10).

According to the interviewee from Company D, the customisation of products is
important, but also a risk, because of a dispersion of effort. A certain amount of variants
of goods can be managed without quality losses, but there are limits. Moreover, a high
degree of customisation is achieved by customising products based on standardised and
arrangeable modules. The goal is a 100 per cent customisation to serve all, but by not
giving up 100 per cent standardisation. In a nutshell, a service orientation is successful
by maintaining a balance between standardisation and customisation. Thus an efficient
management of the service products is important (D, SQ1-1, SQ1-9).
Table 6.6:

Subjects of service orientation in the element value proposition

Company A

Company B

Company C

Company D

The main subjects of the company’s service orientation are …
(1) the presentation as
service provider and
reliable partner for
engineering and
consulting;
(2) a service portfolio
that fits the broad range
of manufactured goods
and the limited
resources;

(1) solution offerings;
(2) the development of
new service products;
(3) the adaptation of
the machines to market
needs; and
(4) the promotion of
the brand to transfer
company’s values.

(3) the awareness for
the service products;
and
(4) more service level
agreements.

(1) the usage of the
machine as the centre
of actions (platform for
service);
(2) thinking about e.g.
additional value, value
propositions, and USPs
for service products;
(3) the provision of
services that help the
customer to develop
knowhow and apply its
knowhow;

(1) the efficient
management of the
service products
(definition, product
positioning);
(2) customised
products based on
standardised modules;
and
(3) the balance between
customisation and
standardised products.

(4) a defined service
portfolio (products &
content, wording,
pricing);
(5) the entrance into
maintenance contracts;
and
(6) the provision of
customised service that
is based on
standardised modules.

Based on (A, SQ1-9; B, SQ1-9; C, SQ1-9; D, SQ1-9)
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Conclusion Regarding Support for P1 (a) and P2 (a)
All companies achieve some level of value proposition customisation by offering
maintenance or operation agreements on the basis of standardised service modules.
Although only especially expressed in Companies B and C (B, SQ1-1; C, SQ1-1), there is a
trend to sell customised solutions that includes standardised goods and customised
maintenance agreements. But only Company A offers goods that are designed and
manufactured according to customer’s needs. Customised to some extent are also
standardised goods that were improved by implementing customers’ feedback or needs
(A, SQ1-9).

Software is primarily viewed as a service (B, SQ2-1). It allows for customising of

goods, which then serves as a platform for service. A further form of customised service
is the provision of consulting activities since the provided work is done according to
customer’s needs.
All interviewees agreed that customisation is a driver of service orientation (A, SQ1-11;
B, SQ1-11, C, SQ1-11; D, SQ1-11).

Although it is not always the primary goal of the service

strategy, customisation appears in each company as a subject for a service orientation
(see Table 6.6). A subject that is also regarded as important is the definition and
management of the service products.
Dependent on the service strategy the case companies offer different additional
customised value propositions (see Table 6.7). Firstly, an “after-sales service provider”
provides standardised goods and services, there is no customisation. Then, a “customer
support service provider” increases customisation through the addition of individual
maintenance contracts. Thirdly, the “development partner” also designs and
manufactures goods according to customers’ specifications. Finally, in the case of an
“outsourcing partner” the amount of customisable options increases (A, SQ1-5; A, SQ1-9;
A, SQ2-1; B, SQ1-5; B, SQ1-9; B, SQ2-1; C, SQ1-1; C, SQ1-9; C, SQ2-1; D, SQ1-1; D, SQ1-9; D, SQ2-1).
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Table 6.7:

Additional value proposition customisation driven by the case companies’
service strategies

After-sales
service provider

Customer support
service provider

Development Partner

Outsourcing Partner

Company B, C

Company A

Company D

 Customised
maintenance
contracts based on
service modules
 Customised solutions

 Process-oriented
engineering
 Design &
development services
 Business consulting

 Customised
operation contracts
 Performance
improvements

Given the above details it is concluded that the two research propositions P1 (a) and
P2 (a) are supported by evidence.
6.3.2

Customer Relationship

Research Propositions
The following two propositions, which were developed for the framework for a serviceoriented business model (see chapter 3, section 3.6.2), have been explored:
P1 (b): The service orientation of a capital goods manufacturer’s business model is
increased through commitment to long-term relationship development.
P2 (b): A capital goods manufacturer that moves from the “after-sales service
provider” to the “customer support service provider”, to the “development partner” or
the “outsourcing partner” service strategy has to steadily increase its commitment to
long-term relationship development.
Research Findings for P1 (b) and P2 (b)
Long-term customer relationship is an important topic for Company A. However, for
the service orientation, the company has to first establish and develop customer
relationships in order to understand customers’ needs. An interviewee remarked that in
the project business customer relationships are difficult to maintain because the
customers do not order on a regular basis. Normally, it is easier to establish and retain
Data Analysis
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relationships with customers who use after-sales service such as spare parts and service
agreements (A, SQ1-1; A, SQ1-5; A, SQ1-9).
Company B organises different events to maintain contact with its customers. But, there
are also relationships between service technicians and the users of the machines. The
establishment of long-term customer relationships, which follow a product’s life-cycle,
is of high importance for the company in order to become informed about customers’
problems and intentions and to offer new products. The relationships have to be
developed by different functions (e.g. sales force, service technicians, management) on
different organisational levels. For the company, a further step in a long-term customer
relationship would be a move from a relationship to a partnership (B, SQ1-1; B, SQ1-5; B, SQ1-9).
The interviewee from Company C referred to the importance of the people who are the
basis of a relationship and proposed to link customer relationship to customer
satisfaction and customer loyalty. Both indicators can be measured for analyses by way
of corresponding management tools. Higher customer satisfaction and loyalty means
that a customer will strengthen the relationship and stick to its supplier. Therefore, the
overall goal of the company is to increase customer satisfaction and loyalty to facilitate
long-term relationships (C, SQ1-1; C, SQ1-5, C, SQ1-9).
Company D’s interviewee highlighted that strong relationships are required as the
service business is a people business and concluded that there is no service possible
without a relationship. The relationship was described as a relationship between two
organisms. There must be a relationship at top management level, but also one between
the field service and the plant operators. The relationships between the service unit and
the customers are usually stronger than those between the sales unit and the customers.
The final object is a dependence-relation. Nevertheless, the company has to listen to and
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trust the customers, and to be aware of warnings, otherwise the customer may switch to
a competitor (D, SQ1-1; D, SQ1-5, D, SQ1-9).
Table 6.8:

Subjects of service orientation in the element customer relationship

Company A

Company B

Company C

Company D

The main subjects of the company’s service orientation are …
(1) the development of
customer relationships
based on a proactive
and consulting
approach;
(2) the establishment of
relationships to
customers and
middlemen in order to
understand customers’
needs; and
(3) the establishment of
long-term customer
relationships.

(1) the development of
relationships based on
customers’ trust and
emotions;

(1) the increase of
customer satisfaction
that is measured and
analysed.

(2) the maintenance of
contact with customers
and the development of
long-term
relationships;
(3) relationships at all
levels of a customer’s
organisation; and

(1) the strengthened
credibility of the
service engineers by
the customers;
(2) the creation of
relationships at all
operational levels; and
(3) the generation of
strong relationships or
even dependencerelations.

(4) the move from
relationships to
partnerships.

Based on (A, SQ1-9; B, SQ1-9; C, SQ1-9; D, SQ1-9)

Conclusion Regarding Support for P1 (b) and P2 (b)
Good customer relationships are of importance for the case companies in order to
understand customers’ needs and problems (A, SQ1-5), but also to be able to present and
offer new products (B, SQ1-5). Although as in the case of Company A, relationships to
customers have to be established first and therefore the companies have to know their
customers. As the service business is a people business, relationships are driven by
customers’ trust in the supplier company (B, SQ1-1). Normally, if there is a good service
there is a good relationship with the customer (A, SQ1-5). Furthermore, relationships are
built on different organisational levels and are of different strengths (A, SQ1-9; D, SQ1-1). A
long-term relationship may be defined as one that lasts for at least a product’s life-cycle
or beyond (B, SQ1-5). It is above all after-sales service and maintenance agreements that
ensure customer contact over a longer period (A, SQ1-9).
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All the companies are committed towards the development of long-term relationships,
because it is important for them to keep in contact with their customers (A, SQ1-11; B, SQ1-11,
C, SQ1-11; D, SQ1-11).

The companies’ service provisions support the maintenance of long-

term relationships, though the relationships have to be created at all operational levels of
the customer’s organisation (see Table 6.8).
The case companies increase the development of the long-term relationship when
moving along the goods-service continuum (see Table 6.9). An “after-sales service
provider” may at best establish some customer contacts during the service provision. It
is a “customer support service provider” strategy that enables regular customer visits
and the development of long-term relationships, moreover this means that the customer
is bound to the service provider for a certain time. A design, development or consulting
project requires a good relationship with the customer for the duration of the task. With
the end of the project the importance of the relationship to the customer as well as to the
provider side decreases. In this case a long-term relationship is more difficult to
maintain. It is thus questionable whether the commitment to long-term relationship
development has to increase for a “development partner” strategy. With regard to an
“outsourcing partner” the company becomes an important part of the customer’s
business, at least for the duration of the contract, and the commitment to long-term
relationship development has to be even higher than in the previous service strategies
(A, SQ1-5; A, SQ1-9; A, SQ2-1; B, SQ1-5; B, SQ1-9; B, SQ2-1; C, SQ1-1; C, SQ2-1; D, SQ1-1; D, SQ1-10; D, SQ2-1).

In summary, it is concluded that research proposition P1 (b) is supported by evidence.
However, a move from a “customer support service provider” to a “development
partner” does not necessarily require an increased commitment to long-term relationship
development. Consequently, proposition P2 (b) is only partially supported.
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Table 6.9:

Additional long-term relationship development driven by the case
companies’ service strategies

After-sales
service provider

6.3.3

Customer support
service provider

Development Partner

Outsourcing Partner

Company B, C

Company A

Company D

 Regular customer
contact during
scheduled service
provision
 Customer is bound to
the service provider
for the duration of
the maintenance
agreement

 Deep interaction
with the customer
during design,
development or
consulting projects

 Service provider is
part of customer’s
company
 Customer is bound to
the service provider
for the duration of
the service
agreement

Channel

Research Propositions
The following two propositions, which were developed for the framework for a serviceoriented business model (see chapter 3, section 3.6.3), have been explored:
P1 (c): The service orientation of a capital goods manufacturer’s business model is
increased through customer knowledge.
P2 (c): A capital goods manufacturer that moves from the “after-sales service
provider” to the “customer support service provider”, to the “development partner” or
the “outsourcing partner” service strategy has to steadily increase its customer
knowledge.
Research Findings for P1 (c) and P2 (c)
Company A’s sales force is the main distribution channel to sell products. It is
recognised that for a service orientation the way products are offered to the customer
has to change. Service has to be sold based on knowhow and professionalism, therefore
customer knowledge has to be gained. By proactively visiting the customer, it needs to
be clarified regards what the customer is doing and his needs have to be recognized.
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Furthermore the customer has to be advised about the advantages of service. Service is
offered and sold by a consultant rather than a sales person (A, SQ1-1; A, SQ1-5; A, SQ1-9).
Company B does not expect a lot of changes due to the service orientation in its sales
and logistic channels. It is expected that marketing will become more important for the
new service products. Thus most change in the channel concerns the way how products
are presented and offered by the sales force. The selling approach is to change from a
passive to an active one and from just selling something to recognising customers’
needs in order to be able to offer customised solutions (B, SQ1-1; B, SQ1-5; B, SQ1-9).
The saying that the first machine is sold by the sales force, and every one thereafter by
the service people is confirmed by the interviewee of Company C. The service people
have a lot of contact with the customer over a machine’s life cycle. Nevertheless, it is
essential to establish customer contact at all operational levels of an organisation. The
first time Company C was talking about channels for services (e.g. service technician,
direct marketing, agents, service consultants), was during the definition of the service
strategy. There is potential in service marketing. Service has to be actively presented
and sold. In addition, market analyses are an important tool to attain customer
knowledge and knowledge about the purchasing potential of customers (C, SQ1-1; C, SQ1-5,
C, SQ1-9).

There was no change in the channels of Company D in the past. The interviewee
explained that the biggest mistake is to not care about the customers and furthermore
that customers often do not understand the value proposition. Consequently, they are
not able to formulate their future needs. Therefore, customer knowledge is important,
but the company also has to understand the customer’s business and the customer’s
customer in order to propose possible offerings. In summary, the company has to know
what the customer should know (D, SQ1-1; D, SQ1-5, D, SQ1-9).
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Table 6.10: Subjects of service orientation in the element channel
Company A

Company B

Company C

Company D

The main subjects of the company’s service orientation are …
(1) the selling of
service based on a
consulting approach;
(2) the development of
knowledge about
customer’s actions and
needs; and
(3) the development of
direct channels from
engineering to the
customers.

(1) the change of the
selling approach (from
a transaction to a
relationship based
selling approach); and

(1) the active selling of
services;

(2) the collection of
more information about
customer’s needs and
processes.

(3) the establishment of
contacts to the
customer at all
operational levels; and

(2) the definition of the
channel(s) for services;

(1) the care of
customers’ problems;
and
(2) the understanding
of a customer’s
business in order to
propose new possible
offerings.

(4) the attainment of
customer knowledge
from analyses and
statistics.

Based on (A, SQ1-9; B, SQ1-9; C, SQ1-9; D, SQ1-9)

Conclusion Regarding Support for P1 (c) and P2 (c)
With a service orientation companies change their way of offering products, because
they require customer knowledge in order to be able to offer an appropriate and
customised solution that satisfies customer’s needs (A, SQ1-1; A, SQ1-5; D, SQ1-1). The sales
approach changes from passive to active and from a more transactional one to a
relationship based one (A, SQ1-1; B, SQ1-1; B, SQ1-10; C, SQ1-1). Furthermore, the people involved
in offering products become more of a consultant. They advise customers on the best
solutions for their requirements (A, SQ1-1; B, SQ1-1; B, SQ1-5). It is therefore not surprising that
service people often initiate the sale of further products. These people are trusted by the
customer and have a good customer knowledge (B, SQ1-5; C, SQ1-1). Market analysis may
serve as another way to evaluate customers’ needs (C, SQ1-1). In some cases, it is even
helpful to have the knowledge about the customer’s customers (D, SQ1-1).
The interviewees acknowledged the importance of customer knowledge for making a
move towards service (A, SQ1-11; B, SQ1-11, C, SQ1-11; D, SQ1-11). Most of the companies’ subjects
for a service orientation in the channel (see Table 6.10) are regarding methods to
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acquire customer knowledge and to generate an understanding for a customer’s
business. Overall there are no new channels created with a service orientation, the
changes take place in the existing channels.
The case companies increase customer knowledge in accordance with the service
orientation as follows (see Table 6.11). Firstly, for an “after-sales service provider”
strategy, service is provided upon request and the customer knowledge is minimal.
Then, when moving to a “customer support service provider”, the company increases
customer knowledge in order to offer customised maintenance agreements.
Furthermore, a “development partner” is required to understand customers’ intentions
and needs in order to design and develop an optimal solution. For a consulting service,
customer knowledge is the basis for providing advice. Finally, the “outsourcing partner”
has to acquire most of the customer’s knowledge that is required to perform the
customers’ outsourced jobs (A, SQ1-1; A, SQ1-9; A, SQ2-1; B, SQ1-1; B, SQ1-5; B, SQ1-10; B, SQ2-1; C, SQ1-1;
C, SQ2-1; D, SQ1-1; D, SQ2-1).

Table 6.11: Additional customer knowledge driven by the case companies’ service
strategies
After-sales
service provider

Customer support
service provider

Development Partner

Outsourcing Partner

Company B, C

Company A

Company D

 Customer knowledge
is required to sell
customised
maintenance
agreements
 Customer knowledge
helps service
technicians to advise
customers

 Customer knowledge
is required to design
and develop
customised goods
 Customer knowledge
is the basis for a
consulting service

 Customer knowledge
is required to sell
customised service
agreements
 The service provider
has to acquire
customer’s
knowledge in order
to operate the
machine or plant

In conclusion, research propositions P1 (c) and P2 (c) are supported by evidence.

150

Data Analysis

6.3.4

Customer

Research Propositions
The following two propositions, which were developed for the framework for a serviceoriented business model (see chapter 3, section 3.6.4), have been explored:
P1 (d): The service orientation of a capital goods manufacturer’s business model is
increased through customer’s value realisation engagement.
P2 (d): A capital goods manufacturer that moves from the “after-sales service
provider” to the “customer support service provider”, to the “development partner” or
the “outsourcing partner” service strategy has to steadily increase the value realisation
engagement of its customers.
Research Findings for P1 (d) and P2 (d)
Some of Company A’s customers do not notice the service offerings and are described
as not knowing their needs. Consequently, these customers are only minimally engaged
in value realisation and the company has to convince them of the advantages of service.
Other customers contribute to value co-creation by either providing information about
their needs or detailed specifications. Overall, close co-operation with the customer to
find and then develop the optimal solution is a strength of the company (A, SQ1-1; A, SQ1-5;
A, SQ1-9).

In the case of Company B, the customers are also described as not being familiar with
the offered service and not aware of their future needs regarding new goods or services.
Therefore, the company has to generate awareness for its services first. Secondly, the
company itself has to know future trends in order to develop new products. These are
jointly tested and refined with selected customers. Thirdly, simplified serviceability of
the products allows customers to do more themselves and to create value. Finally, it is
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accepted that the company should enable more customer co-creation (B, SQ1-1; B, SQ1-5;
B, SQ1-9).

The interviewee of Company C stated that customers’ involvement in value realisation
does not create better innovations or solutions. According to him, the company has to
know its markets, the needs of its customers and to innovate the products itself. In order
to get the necessary information, the company talks with customers and carries out
market analyses not only for the machines, but also for the service offerings. Besides
Company C also faces the problem that customers are not conscious of service.
Nevertheless, customers are involved to some extent in the shaping of the customised
solution that matches their needs (C, SQ1-1; C, SQ1-5, C, SQ1-9).
Table 6.12: Subjects of service orientation in the element customer
Company A

Company B

Company C

Company D

The main subjects of the company’s service orientation are …
(1) the awareness of
the service offering;
(2) the knowledge
about the customer’s
needs, and
(3) the co-creation of
solutions with
customers.

(1) the generation of
customers’ awareness
for the service
products;

(1) the match between
customers’ needs and
customised solutions
(bundles);

(2) the recognition of
the customer’s future
needs; and

(2) the finding of
potential customers
using market analyses
and customer
segmentation; and

(3) the improvement of
co-creation.

(1) the exploitation of
the customer proximity
and the customer
understanding of the
service unit for cocreation; and
(2) the engagement in
and the strengthened
co-creation with the
customers.

(3) the knowledge
about own customers in
order to offer new
offerings.
Based on (A, SQ1-9; B, SQ1-9; C, SQ1-9; D, SQ1-9)

According to the interviewee from Company D, co-creation with customers is a need
and an important element, but often underestimated. Generally, people from the service
business have more customer proximity than developers of the new product business
and thus also co-operate more often with the customers. Customer’s value realisation
engagement is applied in the development of new services, for example in the kick-off
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workshops. It was observed that a joint development platform with the customer enables
elements such as openness, transparency and trust. This in turn leads to a strengthened
customer relationship (D, SQ1-1; D, SQ1-5, D, SQ1-9).
Conclusion Regarding Support for P1 (d) and P2 (d)
The customer’s engagement in value realisation ranges from providing information
about needs, testing and refining new products (B, SQ1-5; D, SQ1-1), up to giving
specifications for a new development (A, SQ1-5). In the latter case close collaboration with
the customer is preferred. Such developments may even involve joint development
platforms (D, SQ1-1). Because of the closer customer proximity, collaboration between a
company and its customers happens more often in the service business than in the new
physical product development (D, SQ1-1). It should be highlighted that customers often do
not know their future needs; thus joint value realisation is limited (B, SQ1-5; C, SQ1-1). That
is why companies have to bring up new ideas for new products themselves.
Consequently, the company’s customer knowledge may improve the product design
process (A, SQ1-1; B, SQ1-5; D, SQ1-1).
Customer’s value realisation engagement was recognized as a driver for a company’s
service orientation (A, SQ1-11; B, SQ1-11, C, SQ1-11; D, SQ1-11). However, it was pointed out
several times that it is difficult to involve customers for the development of new
products, because they are not able to define their current or future requirements.
Furthermore, customers are often described as not having an affinity for service.
Accordingly, another driver of a service orientation is the generation of customer
awareness for the provided service (see Table 6.12).
The more a company moves along the goods-service continuum the more customers are
involved in value realisation engagement (see Table 6.13). Customers may test and help
to refine new products of an “after-sales service provider” or a “customer support

Data Analysis

153

service provider”. Then, a joint definition of the content increases the value of a
maintenance agreement. At the end, in a “development partner” strategy, as well as in
an “outsourcing partner” strategy the customer is highly involved in the realisation of
customised products or activities (A, SQ1-1; A, SQ1-5; A, SQ1-9; A, SQ2-1; B, SQ1-1; B, SQ1-5; B, SQ2-1;
C, SQ1-1; D, SQ1-1).

Table 6.13: Additional customer’s value realisation engagement driven by the case
companies’ service strategies
After-sales
service provider
 Customers are
involved in the
testing and refining
of new products

Customer support
service provider

Development Partner

Outsourcing Partner

Company B, C

Company A

Company D

 Customers provide
information for the
definition of the
maintenance
agreement and
solutions

 Customers provide
information or
specifications for the
design and
development of new
goods
 Customers cooperate with the
service provider
 Customers provide
information for
business consulting

 Customers provide
information for the
definition of the
service agreement
 Joint development
platforms
 Joint operations

Following the above discussion, proposition P1 (d) as well as P2 (d) are supported by
evidence.
6.3.5

Partner Network

Research Propositions
The following two propositions, which were developed for the framework for a serviceoriented business model (see chapter 3, section 3.6.5), have been explored:
P1 (e): The service orientation of a capital goods manufacturer’s business model is
increased through partner co-operation.
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P2 (e): A capital goods manufacturer that moves from the “after-sales service
provider” to the “customer support service provider”, to the “development partner” or
the “outsourcing partner” service strategy has to steadily increase partner cooperation.
Research Findings for P1 (e) and P2 (e)
The partner network of Company A is developed in two directions. First, there is the
internal partner network consisting of the country subsidiaries that deliver service to the
customers. This network has to be expanded into a functioning global service network
that offers the same offerings at the same quality worldwide. Furthermore, there is the
intent to integrate independent distributors into the network. The second partner
network includes external suppliers and industry organisations. It is the goal to extend
the co-operation with suppliers for new developments and projects, and to develop a
close relationship with them (A, SQ1-1; A, SQ1-5; A, SQ1-9).
Company B co-operates with partners for the development of their machines and
software and builds on technology of other providers. Furthermore it relies on a large
amount of sourced parts for the production. Co-operation with partners allows to expand
the limited resources whilst avoiding increasing the own headcount. Although, services
are provided by the company’s own service organisations. Additionally, there is no
partner co-operation for the production of the core parts of the machines. It is generally
accepted that there is potential for co-creation with partners (B, SQ1-1; B, SQ1-5; B, SQ1-9).
While some of the corporate brands of Company C produce most of their goods inhouse, others co-operate with partners for production, retrofit and services. For near and
big markets, service is provided by the company’s own service organisations, in small
markets with a small installed base, it is provided by agents. As far as possible services
are provided with internal resources to enable direct contact with the customer.
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Moreover, it is more difficult to sell and fulfil maintenance agreements with partners
(C, SQ1-1; C, SQ1-5, C, SQ1-9).

Company D does not have much collaboration with partners, except the outsourcing of
parts of the production. Though, according to the interviewee of the company there is a
big potential for co-creation, for example in respect to localisation, inventory
management, logistics and documentation. Specific elements in the value chain could be
outsourced to dedicated and specialised partners (D, SQ1-1; D, SQ1-5, D, SQ1-9).
Table 6.14: Subjects of service orientation in the element partner network
Company A

Company B

Company C

Company D

The main subjects of the company’s service orientation are …
(1) a well working
global service network;
(2) successful cooperation with
suppliers; and

(1) the maintenance of
the partner network
(suppliers, engineering
and development
companies).

(1) service provision by
the its own
organisation in order to
have a direct contact to
the customer.

(1) the outsourcing of
specific elements in the
value chain to
dedicated partners.

(3) the interaction with
industry organisations
and other
organisations. Partner
co-operation captures
all of the above
subjects that the
company focuses on to
increase its service
orientation.
Based on (A, SQ1-9; B, SQ1-9; C, SQ1-9; D, SQ1-9)

Conclusion Regarding Support for P1 (e) and P2 (e)
Partner co-operation takes place in a company’s internal and external network. The first
consists of the company’s subsidiaries that locally deliver service to the customers (A,
SQ1-1).

All companies endeavour to provide service with their own resources in order to

have direct customer contact (A, SQ1-1; B, SQ1-1; C, SQ1-1, D, SQ1-1). External networks include
networks with partners, suppliers and industry organisations. Firstly, companies cooperate with suppliers of parts for the manufacturing of their goods, or with providers of
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software components for the software development. Secondly, development partners
help to design new goods or deliver newly developed parts. They co-operate with
network partners to save their own resources and to benefit from the core competencies
of other specialised companies (A, SQ1-1; B, SQ1-1; B, SQ1-5; B, SQ1-9; C, SQ1-1; D, SQ1-1). However,
there is no co-operation for the development or manufacturing of the core parts of the
physical products (B, SQ1-1; B, SQ1-5). Finally, companies co-operate with industry organisations to understand the rules of an industry and to generate new projects (A, SQ1-1).
Briefly, whereas for the development and manufacturing of goods companies tend to
co-operate with partners, after-sales and customer support service is mainly provided by
the internal service network. Solely considering the external networks, partner cooperation is primarily important for the companies in order to design and develop new
physical products, customised solutions or software (see Table 6.14). As acknowledged
by an interviewee there is a big potential for co-creation in the service business, for
example in the fields of logistic and inventory management (D, SQ1-1). However, this
potential is not exploited.
With reference to the service orientation and the service strategies, partner co-operation
of the case companies is not steadily increasing (see Table 6.15). On the one hand cooperation with partners is important for the pure goods manufacturer and the
“development partner” and it might become essential for an “outsourcing partner” that
outsources elements of its own value chain. In such a scenario, taking the “after-sales
service provider” as starting point, co-operation with partners increases towards a
“development partner” or “outsourcing partner”. On the other hand, although partner
co-creation is recognized as a driver of a service orientation (A, SQ1-11; B, SQ1-11, C, SQ1-11;
D, SQ1-11),

the case companies only provide little evidence that joint value creation

increases with the extension of the offerings with after-sales and customer support
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service (A, SQ1-1; A, SQ1-9; B, SQ1-1; B, SQ1-5; C, SQ1-1, D, SQ1-1). Therefore, it is questionable
whether partner co-operation is a driver of a service orientation.
Table 6.15: Additional partner co-operation driven by the case companies’ service
strategies
After-sales
service provider
 Partners for new
physical product
developments
 Suppliers for parts
and software

Customer support
service provider

Development Partner

Outsourcing Partner

Company B, C

Company A

Company D

 Co-operation with
partners for
production, retrofit
and services

 Partners for new
physical products
developments and
projects
 Suppliers for parts
and software

 Outsourcing of parts
of the service
business value chain
to dedicated partners

Thus as a conclusion, proposition P1 (e) and P2 (e) are only supported in a limited
scope as is deduced above.
6.3.6

Value Configuration and Activities

Research Propositions
The following two propositions, which were developed for the framework for a serviceoriented business model (see chapter 3, section 3.6.6), have been explored:
P1 (f): The service orientation of a capital goods manufacturer’s business model is
increased through service department distinctiveness and profit/loss responsibility.
P2 (f): A capital goods manufacturer that moves from the “after-sales service provider”
to the “customer support service provider”, to the “development partner” or the
“outsourcing partner” service strategy has to steadily increase service department
distinctiveness and profit/loss responsibility in the first (customer support service
provider) and third case (outsourcing partner) or decrease it in the second case
(development partner).
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Research Findings for P1 (f) and P2 (f)
Company A has a separate business unit responsible for the development and
management of after-sales and customer support service. The spare parts business is run
outside of this unit and consulting and engineering activities are provided by the
corresponding physical product business units. Since the service unit was established
only recently, the company has to generate awareness and support for the unit.
Furthermore, processes have to be implemented and the infrastructure aligned. At the
same time expansion of the consulting and engineering business is advanced (A, SQ1-1;
A, SQ1-5; A, SQ1-9).

The organisational structure of Company B includes local service organisations that are
responsible for providing after-sales service. To oversee the development and
management of the service offerings a product manager was appointed. This service
product manager is a part of the global product management team. It is noted that the
activities for the service business have to be documented and there is the sales process
that requires adjustments. Overall it is necessary to develop local structures that enable
the management of goods and services in the different country subsidiaries (B, SQ1-1;
B, SQ1-5; B, SQ1-9).

Company C’s experience shows that its own service subsidiary for all corporate brands
does not work due to the brand awareness of the customers. Moreover, for each product
line of a brand, specific knowhow is required in order to provide the requested services.
Thus the service business is now run as separate profit-centres in each corporate brand.
There are specific departments for spare parts and retrofit and the regional helplines
have direct access to the service technicians. In general, the service processes have to be
optimised for efficiency. Hence it is important for a company to have the same
processes, standards and service products worldwide (C, SQ1-1; C, SQ1-5, C, SQ1-9).
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The separation of the service business from the new product business marked a
breakthrough for Company D. Both businesses operate now on the same organisational
level and have their own profit and loss account. It was added that running the service
business out of the physical product business fails in any case because of the different
thinking regarding life cycles and attractiveness. In short, the service business is
responsible for the services and the machines that are not sold anymore. Nevertheless,
there must be effective communication between the service business and the new
product business (D, SQ1-1; D, SQ1-5, D, SQ1-9).
Table 6.16: Subjects of service orientation in the element value configuration and
activities
Company A

Company B

Company C

Company D

The main subjects of the company’s service orientation are …
(1) the awareness and
support for the new
service business unit;

(1) the implementation
of processes for
service;

(2) the expansion of the
consulting and
engineering business;

(2) the creation of an
appropriate structure
for service product
management;

(3) the implementation
of processes and
alignment of the
infrastructure for
service; and
(4) the maintenance of
the company’s
flexibility and fast
realisation power.

(3) the development of
structures for the
management of goods
and services in the
country subsidiaries;
and

(1) service as business
unit (within a corporate
brand) and profitcentre (but not as own
subsidiary);
(2) the optimisation of
the service processes;
(3) worldwide
standardised processes,
standards, and product
portfolios; and
(4) service innovation
in the service unit.

(4) the evolution of the
service organisation in
order to provide
consulting activities
and training.

(1) the service business
as its own unit with its
own profit and loss
account and at the
same level as the new
product business;
(2) the implementation
of the service strategy
in all worldwide
organisations; and
(3) an effective
communication
between the service
business unit and the
new machine business
unit.

Based on (A, SQ1-9; B, SQ1-9; C, SQ1-9; D, SQ1-9)

Conclusion Regarding Support for P1 (f) and P2 (f)
All companies stress the importance of having their own distinct service department
with profit/loss responsibility (A, SQ1-9; B, SQ1-5; C, SQ1-1; D, SQ1-1). The service business is to
be put on the same organisational level as the new product business, then local service
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organisations provide after-sales and customer support service to their customers
(A, SQ1-1; B, SQ1-1; C, SQ1-1; D, SQ1-1).

Worldwide standardised processes, standards and service

products help to ensure the quality of the service (C, SQ1-1). The service unit may be
responsible for the machines that are not sold anymore (D, SQ1-1), but not necessarily for
the spare part business (A, SQ1-1). Design, development and consulting services are
provided by the units involved in the development of the physical products, as they have
the required resources to carry out these tasks (A, SQ1-1). It is highlighted that a separate
service business shows the value of service in a company (A, SQ1-5; B, SQ1-5, C, SQ1-1; D, SQ1-1).
As indicated, there is a large agreement among the interviewees that a distinct service
department is a necessity in order to provide after-sales and customer support service.
Thus each company has its own service business unit. Likewise, the companies adjust
their organisations and processes to effectively deliver the same services portfolio
worldwide (see Table 6.16) (A, SQ1-1; B, SQ1-5; C, SQ1-1).
With regard to the service strategy and increasing service department distinctiveness the
following assumed picture emerges from evidence (see Table 6.17). There are two
different cases. An “after-sales service provider”, “customer support service provider”
and “outsourcing partner” are associated with a company’s own service unit, whereas
the “development partner” provides its service out of the units responsible for the
development and sale of the physical products. It is observed that the more operational
service a service unit offers the more it becomes separated from the new product
business as in the case of an “outsourcing partner” (A, SQ1-1; B, SQ1-1; B, SQ1-5; C, SQ1-1; D, SQ1-1).
Thus, based on the preceding discussion, it appears that both propositions P1 (f) and
P2 (f) are supported by evidence.
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Table 6.17: Additional service department distinctiveness driven by the case
companies’ service strategies
After-sales
service provider

6.3.7

Customer support
service provider

Development Partner

Outsourcing Partner

Company B, C

Company A

Company D

 Local service
organisations for the
delivery of customer
support service

 Design, development
and consulting
activities are
provided by the
corresponding
physical product
units

 Local service
organisations for the
delivery of full
maintenance and full
operation service

Resources and Capabilities

Research Propositions
The following two propositions, which were developed for the framework for a serviceoriented business model (see chapter 3, section 3.6.7), have been explored:
P1 (g): The service orientation of a capital goods manufacturer’s business model is
increased through dependence on operant resources.
P2 (g): A capital goods manufacturer that moves from the “after-sales service
provider” to the “customer support service provider”, to the “development partner” or
the “outsourcing partner” service strategy has to steadily increase its dependence on
operant resources.
Research Findings for P1 (g) and P2 (g)
In order to advance the development and management of its after-sales and customer
support service, Company A appointed a global service manager and a team to support
him. Increasing customer requests for services will have the consequence that the
company has to hire new employees and train existing ones in order to perform the
offered activities. In particular the consulting and engineering business is highly
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dependent on people and their competences. Consequently, with an extension of these
businesses, the dependence on operant resources will increase (A, SQ1-1; A, SQ1-5; A, SQ1-9).
In Company B there is an increasing need for people with IT knowledge for the
development of the new service products and for sales people that are able to promote
these new products and the after-sales service. The service technicians should act as
doctors. Hence the employees have to be trained for technical as well as behavioural
skills. If required, new personnel have to be hired. Therefore, the management has to be
committed to the service orientation and to the provision of the necessary financial
support. Finally, everyone in the company has to adapt to the changes (B, SQ1-1; B, SQ1-5;
B, SQ1-9).

The following issues were observed by the interviewee of Company C whose customer
service was recently reorganised. In addition to the existing, mainly technical oriented
employees the organisation requires people with a background in business
administration for a service orientation. For service technicians, skill management,
personal development and training are of importance. Furthermore, the resources have
to be deployed efficiently. It is noted that the machine is still at the centre of the actions,
though the importance of service and thus of operant resources is growing (C, SQ1-1;
C, SQ1-5, C, SQ1-9).

For a service orientation, the interviewee from Company D suggested a change of
capabilities: from providing parts, doing logistics and installation to project engineering
and contract administration. It was pointed out that the service capabilities of the
employees are an essential part of the value proposition, but only indirectly noticeable
via the provided goods. That is why goods are still essential for a technology service
company. Then, in contrast to the production, which is partly outsourced, a company’s
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own product development and technology ownership is central in order to get feedback
from the market (D, SQ1-1; D, SQ1-5, D, SQ1-9).
Table 6.18: Subjects of service orientation in the element of resources and capabilities
Company A

Company B

Company C

Company D

The main subjects of the company’s service orientation are …
(1) additional and
trained employees;

(1) additional
employees;

(2) well qualified
employees required to
solve the customer’s
problems;

(2) well trained sales
people and service
technicians that are
able to manage the new
service products;

(3) the competencies
required in the field;
and
(4) the maintenance of
company’s
manufacturing
capabilities.

(3) the commitment
from the management
for the required
resources; and
(4) the change in the
mentality.

(1) the increased
involvement of people
with a non-technical
background;

(1) strengthened
capabilities in project
engineering and
contract administration;

(2) service-oriented
acting;

(2) the development of
capabilities in the local
units;

(3) the establishment of
communication
between sales force and
service personnel;
(4) the optimisation of
the deployment of the
employees; and

(3) the emphasis on
product development
and technology
ownership; and
(4) the usage of the
hardware assets as
differentiator.

(5) skill management
and personal
development for
service technicians.
Based on (A, SQ1-9; B, SQ1-9; C, SQ1-9; D, SQ1-9)

Conclusion Regarding Support for P1 (g) and P2 (g)
The dependence on operant resources is increasing the more service is requested by the
customer (A, SQ1-1; B, SQ1-5). There is a need for people with skills in selling service, IT
knowledge to develop the service products, or a background in business administration
(B, SQ1-1; B, SQ1-5; C, SQ1-1; C, SQ1-5; D, SQ1-1).

Service technicians need technical as well as

behavioural skills (A, SQ1-5; A, SQ1-9; C, SQ1-5). With a service orientation the capabilities of a
company have to be adapted, for example from spare parts provision to project
management (A, SQ1-1; B, SQ1-1; B, SQ1-10; C, SQ1-1; D, SQ1-1). It is evident that design,
development and consulting activities are primarily performed by operant resources.
However, for the companies the physical product is still at the centre of their actions,
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although it serves as a platform that enables the provision of service, which then again
is an essential part of the value proposition (A, SQ1-1; A, SQ1-9; C, SQ1-1; D, SQ1-1).
As service is reliant on people that perform activities, a service orientation increases a
company’s dependence on operant resources (see Table 6.18). This fact is
acknowledged by the interviewees (A, SQ1-11; B, SQ1-11, C, SQ1-11; D, SQ1-11). It is obvious that
the companies are investing in human resources in order to have the required skills for
delivering their services.
Evidence shows that the position on the goods-service continuum prompts the required
additional operant resources (see Table 6.19). An “after-sales service provider” or a
“customer support service provider” needs to sell and deliver the offered services that
are based on the physical product. For them the service technicians play an important
role. Then, the value proposition offered by a “development partner” relies on the skills
of the operant resources, which are engineers and consultants. The situation of a
“development partner” is similar to that of an “outsourcing partner”, value is primarily
generated by the service provider’s personnel (A, SQ1-9; B, SQ1-5; C, SQ1-1; D, SQ1-1).
Table 6.19: Additional dependence on operant resources driven by the case companies’
service strategies
After-sales
service provider

Customer support
service provider

Development Partner

Outsourcing Partner

Company B, C

Company A

Company D

 Service technicians
provide the requested
repair and
maintenance services
(machine based)
 Service technicians
provide technical
expertise

 Engineers provide
design and
development services
 Consultants provide
consulting services

 Project engineers
plan the maintenance
and supervision of
the field
 Engineers provide
technical expertise
 Personnel operates
plants

As a consequence of the previous cases, proposition P1 (g) as well as P2 (g) are
supported by evidence.
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6.3.8

Financial Aspects

Research Propositions
The following two propositions, which were developed for the framework for a serviceoriented business model (see chapter 3, section 3.6.8), have been explored:
P3 (a): An increased service orientation of a capital goods manufacturer’s business
model leads to a higher share of revenue attributable to services and a higher overall
profitability.
P3 (b): The direct service profitability steadily declines when moving from the “aftersales service provider” to the “customer support service provider”, to the
“development partner” or the “outsourcing partner” service strategy, but always stays
above overall profitability.
Research Findings for P3 (a) and P3 (b)
Company A generates three per cent of their total revenue with after-sales service.
Moreover 70 per cent of this revenue originates from the spare parts business. Whereas
return of sales is approximately six per cent, the direct service profitability for spare
parts, after-sales and customer support service is 30 per cent. The profitability of the
spare parts business (35 per cent) is higher than that of the after-sales and customer
support service business (20 per cent). It is not known how much the company earns
with its engineering and consulting activities. The goal is to increase the group’s service
revenue up to ten per cent by the year 2020 (A, SQ3-1; A, SQ3-2).
The share of service revenue to total revenue of Company B is around 24 per cent. In
Switzerland two thirds of this revenue is generated by the spare and worn parts
business, the other one third by the service technicians. The overall profitability of the
company is 9.3 per cent. The financial figures for services could not be provided as
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there the sales of machines and service are not always strictly divided. It is planned to
increase service revenue up to 35 per cent (B, SQ3-1; B, SQ3-2).
In the case of Company C, the share of revenue attributable to services is approximately
25 per cent for the whole group. It is highlighted that there is a limit for this ratio. At
some point it would indicate to the company that the new machine business decreased.
The company does not publish any financial data, thus this is missing (C, SQ3-1; C, SQ3-2).
With regard to the power unit of Company D, the service business is accountable for 40
per cent of the total revenue. Overall profitability of the company stands at 9.7 per cent.
No other financial data could be provided. Strong service activities are considered to be
non-cyclical, stabilising for the cash flow and important for market proximity. The
service business is thus a supporting element of the company (D, SQ3-1; D, SQ3-2).
Table 6.20: Financial figures of the case companies
Company A

Company B

Company C

Company D

Overall
profitability

6%

9.3 %

-

9.7 %

Direct service
profitability

30 %

-

-

-

Share of service
revenue

3%

24 %

25 %

40 %

Considered
services

After-sales &
Customer support
service

Customer support
service

Customer support
service

Outsourcing
partner service

Conclusion Regarding Support for P3 (a) and P3 (b)
Most of the companies generate a substantial part of their total revenue with the service
business. The share of service ranges between a low three and a high forty per cent
(A, SQ3-1; B, SQ3-1; C, SQ3-1; D, SQ3-1).

It should be added that the share of service of Company

A does not include or track the revenue generated by its activities as “development
partner” (A, SQ3-1), otherwise the number would be higher. Company B and Company C,
both offering customer support service, have an average share of revenue of 25 per cent.
Data Analysis

167

The figures reported for overall profitability range from six to nearly ten per cent
(A, SQ3-2; B, SQ3-2; C, SQ3-2; D, SQ3-2).

Apart from Company A, the companies could not provide

any figures for direct service profitability. Either the numbers were not retrievable or the
company refused to disclose them (B, SQ3-2; C, SQ3-2; D, SQ3-2).
The figures clearly show that an increased service orientation of the capital goods
manufacturer leads to a higher share of revenue attributable to service. Although, due to
the lack of figures for the direct service profitability it is not possible to determine
whether the observable increase in overall profitability (see Table 6.20) is dependent on
the service orientation or is just a coincidence.
With regard to the figures of Company A (A, SQ3-2), it is shown that the spare parts
business generates a higher profitability than the customer support service business.
Company C reported the same pattern (C, SQ2-1). These cases indicate that direct
profitability declines with a service orientation. Moreover, as in the case of Company A
profit generated from services is higher than overall profitability. However, because of
the little evidence available, it is not possible to generalise that direct service
profitability declines but stays above overall profitability with a service orientation.
As a result of this discussion there is support of the proposition P3 (a). There is
indication for support of proposition P3 (b), although due to lack of further evidence
this proposition is not fully supported.
6.4

Conclusion

The objective of this chapter was to systematically examine the main subjects of the
companies’ service orientations in order to validate the research propositions. Overall,
the analysis resulted in a clear understanding of the service orientation of capital goods
manufacturing companies and the research questions.
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In summary, the following two points can be made. Firstly, the profile, product portfolio
and service strategy of each case company was presented. Two out of the four
companies can be positioned as a “customer support service provider” on the goodsservice continuum. One company acts as a “development partner” and the fourth
company is an “outsourcing partner”. Secondly, based on the answers to the subresearch questions the research propositions were validated. Empirical evidence
supports most of the proposed drivers of a service orientation. Likewise, the majority of
the propositions concerning the adjustment of the business model’s configuration
according to the adopted service strategy are also confirmed (see Table 6.21). The
results of this analysis and additional insights from the interviews will guide the
modifications of the proposed service-oriented business model.
Thus, following the data analysis in this chapter, the next chapter (chapter 7) will
explain the findings’ implications on the proposed business model, theory and practice,
will draw conclusions with reference to the research questions, and provide indications
and recommendations for future research.
Table 6.21: Compilation of support for the research propositions
Business model element

Proposition

Support

Proposition

Support

Value Proposition

P1 (a)



P2 (a)



Customer Relationship

P1 (b)



P2 (b)



Channel

P1 (c)



P2 (c)



Customer

P1 (d)



P2 (d)



Partner Network

P1 (e)



P2 (e)



Value Configuration and Activities

P1 (f)



P2 (f)



Resources and Capabilities

P1 (g)



P2 (g)



Financial Aspects

P3 (a)



P3 (b)
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7
7.1

Conclusions and Implications
Overview and Structure of the Chapter

Since the objective of this research was to develop a service-oriented business model for
capital goods manufacturers that supports a transition from goods to service, it was vital
to understand how manufacturing companies operationalise a service orientation in
practice. A modified business model for establishing a service orientation and
corresponding activities form the basis for a framework that can be used by managers in
order to support the management of a service orientation.
In summary the preceding chapter has covered the following issues so far:
The first chapter outlined the research background and identified the research problem.
Furthermore, the need for further investigation into service-oriented business models
was highlighted and the research was justified. The delimitations of scope and the
contribution to theory and professional practice were presented.
Chapter two set the scope of the thesis by discussing research literature on
(1) commoditisation as a problem for capital goods manufacturers, (2) the development
of a service business as a solution and (3) the challenges of a transition towards service.
The chapter concluded that there is a need for a framework for a service orientation.
This framework should further incorporate the business model concept (e.g.
Osterwalder, 2004) and the service-dominant (S-D) logic (Lusch & Vargo, 2006a).
Chapter three continued with the literature review in the three key areas “service
strategies for capital goods manufacturers”, “S-D logic” and “business models”. Based
on the identified gaps in literature, the following two general research questions were
formed: “Which configuration of the elements increases the service orientation of a
capital goods manufacturer’s business model?” and “How is the business model
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elements’ configuration driven by the company’s service strategy?”. Then, a theoretical
“service-oriented business model for capital goods manufacturers” was developed and
corresponding propositions were presented.
In chapter four, methodological approaches applied in similar prior research were
analysed. Then a critical realist perspective and the use of case study research was
justified to study how manufacturing companies operationalise a service orientation in
practice.
The fifth chapter contains a description of the data collection procedures, which
included twelve interviews and the collection of secondary data sources, and of the data
analysis process that provided the answers to the sub-research questions.
In chapter six, an analysis of the case companies regarding profile, product portfolio and
service strategy was presented and the research propositions to the business model
elements were validated.
The final chapter is organised as follows. Firstly, in section 7.2 the research questions
are answered by giving a summary of the conclusions. Therefore, the revised “serviceoriented business model for capital goods manufacturers” is presented based on the
propositions, the research literature and the results of the analysis. Then the implications
for theory (section 7.3) and the implications for practice (section 7.4) are discussed
followed by an outline of the limitations of this thesis (section 7.5). In section 7.6
directions for future research are provided. And finally in section 7.7 a conclusion of the
chapter is given.
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Figure 7.1: Overview of the organisation of the conclusions and implications chapter
(author’s own figure)
7.2

A Service-Oriented Business Model for Capital Goods Manufacturers

In the following the conclusions drawn from the research are summarised in order to
answer the research questions. The overall approach is to modify the framework for a
“service-oriented business model for capital goods manufacturers” (see section 3.6) by
comparing the evidence from the data analysis with findings from the literature review
and the propositions for each of the business model’s elements. Where the propositions
are not supported, additional insights from research literature are provided.
Subsequently the practical implications of a move from a current to a future service
strategy are described. Mainly based on the evidence of the research, activities for a
service orientation in order to adapt the business model element’s driver are proposed.
Finally, a summary regarding the service-oriented business model is given.
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Table 7.1:

Support for the research propositions

Business model element

Proposition

Support

Proposition

Support

Value Proposition

P1 (a)



P2 (a)



Customer Relationship

P1 (b)



P2 (b)



Channel

P1 (c)



P2 (c)



Customer

P1 (d)



P2 (d)



Partner Network

P1 (e)



P2 (e)



Value Configuration and Activities

P1 (f)



P2 (f)



Resources and Capabilities

P1 (g)



P2 (g)



Financial Aspects

P3 (a)



P3 (b)



7.2.1

Value Proposition

Theory, Observation and Propositions
Academic literature notes the higher level of customisation of service offerings the more
a company’s service strategy focuses on service supporting the client’s action in relation
with the supplier’s product (SSC) (Mathieu, 2001a). Successful with their service
orientation are those companies that develop tailored value propositions, such as
solutions (e.g. Shepherd & Ahmed, 2000; Storbacka et al., 2013), in order to satisfy
customers’ needs (e.g. Gebauer et al., 2005; Neu & Brown, 2005).
The research findings (see section 6.3.1) support the research literature. Nonetheless the
observation was made that all companies have to keep the balance between
standardisation and customisation. Thus, their physical product offerings are most often
standardised. Customisation is then achieved with customised service agreements or
solution offerings that are based on standardised service modules or software. Only one
company explicitly adopted a “development partner” strategy and thus also offers
customised goods or consulting activities. Customisation is a driver for the service
orientation of a capital goods manufacturer’s business model, but is not always the
primary goal regarding the value proposition. A topic that was found as equally
important is the definition, availability and management of a clearly defined service
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product portfolio. There is evidence from the case companies that the customisation of
the value proposition increases as a company moves along the good-service continuum
towards a “development partner” or “outsourcing partner” strategy.
Practical Implications
Based on the research literature and the evidence of this research the following activities
(see Table 7.2) are suggested to increase the service orientation of the value proposition
when moving along the goods-service continuum:
Table 7.2:

Value proposition customisation in practice

From a

to a

Action items

“after-sales service
provider”

“customer support
service provider”

 Creating awareness for the service products
 Defining a service portfolio
 Offering customised maintenance contracts that
are based on modules
 Offering customised integrated solutions

“customer support
service provider”

“development partner”

 Presenting company as reliable partner for
consulting and engineering
 Offering goods that are developed and
produced according to the customer’s needs
 Offering business consulting

“outsourcing partner”

 Offering operations contract
 Offering services such as performance
improvements

7.2.2

Customer Relationship

Theory, Observation and Propositions
With a service orientation there is a move from a transaction-based to a more
relationship-based business model (Oliva & Kallenberg, 2003; Penttinen & Palmer,
2007) and marketing activities shift from attracting customers, to taking care of
customers (Ravald & Grönroos, 1996). Therefore, literature suggests that service
providers develop and maintain stable long-term relationships and more proactive
service contracts (Baines, Lightfoot, Peppard, et al., 2009; Kindström, 2010; Mathieu,
2001a; Storbacka et al., 2013).
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The case companies (see section 6.3.2) acknowledge the importance of good long-term
customer relationships. Such relationships support the companies in their intention to
become informed about customers’ problems and needs, but also to offer new products.
One way to establish long-term relationships is service agreements as they ensure
customer contact for at least the duration of the contract. Nevertheless, in any case a
prerequisite is that the company knows its customers. In general, relationships are
developed at different levels of the customer’s organisation, however the one between
the service technician and the user of the machine is often stronger than average. In
summary, evidence from the companies shows the case companies’ commitment to
long-term relationship development, thus this is a driver to increase the service
orientation of a business model. However, contrary to the theory the observations do not
support the research proposition that the level of commitment is higher for a
“development partner” than a “customer support service provider”. Rather, there is a
relational process between customer and the provider of development service during the
project phase, but after the delivery of the solution the relationship often ends. The
services are more likely to compare with “professional services” (Oliva & Kallenberg,
2003) or the offerings of a “solution partner” (Matthyssens & Vandenbempt, 2010)
which are described to be transaction-based.
Practical Implications
In consideration of the research literature and the research findings, the following steps
(see Table 7.3) are recommended in order to develop the commitment to a long-term
relationship that is required for a transition from goods to service.
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Table 7.3:

Commitment to long-term relationship development in practice

From a

to a

Action items

“after-sales service
provider”

“customer support
service provider”

 Establishing customer relationships based on a
proactive and consulting approach
 Developing long-term relationships by offering
maintenance contracts

“customer support
service provider”

“development partner”

 Developing strong relationships during projects
(definition of customer requirements,
customisation and integration of solution)
 Establishing a long-term relationship with the
addition of customer support service to
integrated solutions

“outsourcing partner”

 Developing long-term relationships by offering
of maintenance and operation agreements
 Generating dependence-relations

7.2.3

Channel

Theory, Observation and Propositions
The more a manufacturer moves towards service, the more customers’ operations
become important. Consequently, various scholars (e.g. Gebauer et al., 2005; Neu &
Brown, 2005) highlight relationship marketing (Grönroos, 1998), market orientation
(Kohli & Jaworski, 1990) and a customer-centred orientation (Pine et al., 1995) as the
three key factors that enable a manufacturer to gather profound knowledge about
customers’ processes and business in order to provide the appropriate service offerings
(Gebauer, Friedli, et al., 2006; Kindström, 2010).
The evidence from the case companies clearly reflects the research literature (see
section 6.3.3). Customer knowledge empowers a company to propose a suitable solution
to the customer that satisfies its needs. Therefore, the companies act more and more as
consultants and advise customers on the best-suiting products. Such an active sales
approach is much more relationship based than it was before for physical products only.
Furthermore, service people often act as the customer’s trusted partner as they have a
broad customer knowledge. In short, the development of customer knowledge is an
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essential object of the case companies in order to increase their business model’s service
orientation. Hence they establish more consulting based sales approaches to generate an
understanding for their customers’ businesses. The examples of the case companies
further show that the required customer knowledge increases if a company moves along
the goods-service continuum.
Practical Implications
As a consequence of the above observations, the following objectives (see Table 7.4)
are proposed in order to increase customer knowledge when moving from a current to a
higher level service strategy:
Table 7.4:

Customer knowledge in practice

From a

to a

Action items

“after-sales service
provider”

“customer support
service provider”

 Establishing an active and consulting based
selling approach
 Developing knowledge about customers’ needs,
actions and processes
 Offering customised maintenance contracts
based on customer knowledge

“customer support
service provider”

“development partner”

 Establishing a channel to exchange knowledge
between engineers and customers
 Collecting customer knowledge in order to
design and develop customised goods
 Collecting customer knowledge in order to
provide business consulting

“outsourcing partner”

 Caring about the customer’s problems
 Offering customised operation contracts based
on customer knowledge
 Acquiring the customer’s knowledge in order to
operate the machine or plant
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7.2.4

Customer

Theory, Observation and Propositions
The view of the customer as value creator is shared by various researchers
(e.g. Grönroos, 2008; Normann & Ramírez, 1993). Research literature highlights that
the more a company’s operations are service focused, the more customer involvement
increases (Gebauer, Fischer, et al., 2010; Wikström et al., 2010). Among other things
collaboration between manufacturers and customers helps to achieve a match between
the customer needs and the offering (Salonen, 2011; Windahl & Lakemond, 2006).
The value realisation engagement of the case companies’ customers is varied (see
section 6.3.4). It includes providing information about needs, testing and refining new
products as well as supplying specifications for new developments. Because customers
often do not know their future needs, joint value realisation is limited. Furthermore, the
customers are also described as not being conscious of the provided service. In
summary customer’s value realisation engagement is recognised as a driver that
supports a company’s service orientation. However, in the beginning of a service
orientation it is also important for a company to generate the customer’s awareness of
the offered service. The research findings further demonstrate that customer’s value
realisation engagement increases up to a high level for a “development partner” and
“outsourcing partner” strategy.
Practical Implications
According to the findings of this research and the insight from the literature, customer’s
realisation engagement is increased during a transition from goods to service as follows
(see Table 7.5):
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Table 7.5:

Customer’s value realisation engagement in practice

From a

to a

Action items

“after-sales service
provider”

“customer support
service provider”

 Creating awareness of the service offerings
 Involving customers to provide information for
the definition of the maintenance agreements
and integrated solutions
 Involving customers in the testing and refining
of new products

“customer support
service provider”

“development partner”

 Involving customers to provide information or
specifications for the design and development
of new goods
 Involving customers in close development
collaboration
 Involving customers to provide the required
information for business consulting

“outsourcing partner”

 Involving customers to provide information for
the definition of the service agreements
 Creating joint development platforms
 Enabling joint operation of the machine or plant

7.2.5

Partner Network

Theory, Observation and Propositions
Several authors discuss the importance of partner networks for a service orientation.
Partner co-operation takes place for the development of new service offerings
(e.g. Kindström, 2010) or for the provision of service activities (e.g. Helander & Möller,
2007). Furthermore, network resources are often used as sourcing partner (e.g. Barquet
et al., 2013) or to encounter limitations in its own competences (Matthyssens &
Vandenbempt, 2008; Windahl & Lakemond, 2006).
With regard to partner co-operation the research presented the following findings (see
section 6.3.5). Firstly, the manufacturers obtain parts for their goods production from
their supplier networks. Secondly, development partners are brought in to support the
design of new physical products or to develop new parts. In both cases the companies
benefit from the core competencies of other companies and save their own resources.
Finally, in contrast, all companies have the goal to provide their after-sales and
customer support service with its own employees. It is obvious that partner co-operation
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is an issue for the case companies, but the cooperation mainly takes place in relation to
the physical product. Contrary to the literature, there is only little evidence from the
case companies that partner co-operation increases with the provision of service as long
as some parts of the value chain of the service business (e.g. logistics) are not
outsourced. Consequently, it remains unclear as to whether partner co-operation is a
driver of a service-oriented business model. Nevertheless, findings by Gebauer, Paiola,
and Saccani (2013) who characterised four service networks for moving from goods to
solutions, support the proposition, because the identified service network types
represent after-sales service, outsourcing service, life-cycle service and integration
service, which are close to the service strategies. The case companies’ networks roughly
correspond with the “vertical after-sales service network” or the “vertical life-cycle
service network”. Regrettably there is no indication provided regarding how the choice
of the service network type is driven by the company’s service strategy. Thus this
question still remains unanswered.
Practical Implications
The following action points show possible ways how a company that changes it service
strategy can increase partner co-operation (see Table 7.6). These recommendations are
based on the reviewed research literature as well as on insights from this research.
Table 7.6:

Partner co-operation in practice

From a

to a

Action items

“after-sales service
provider”

“customer support
service provider”

 Involving partners for the development of new
physical products
 Involving suppliers for the delivery of parts and
software
 Outsourcing of spare parts logistics

“customer support
service provider”

“development partner”

 Involving engineering specialists for the design
and development projects
 Involving suppliers for the delivery of parts and
software for the projects

“outsourcing partner”

 Outsourcing of parts of the service business
value chain to dedicated partners
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7.2.6

Value Configuration and Activities

Theory, Observation and Propositions
For a transition from a manufacturer to a service provider, research literature
recommends two different value configurations: the integration of the service business
into that of the goods business (Neu & Brown, 2005), or the establishment of a separate
service organisation with proﬁt-and-loss responsibility (Oliva & Kallenberg, 2003). The
appropriate organisational configuration is mainly determined by the service strategy
(e.g. Gebauer, Edvardsson, Gustafsson, et al., 2010; Raddats & Burton, 2011).
The case companies in this research address the issue of service department
distinctiveness and profit/loss responsibility as is proposed in the literature (see section
6.3.6). On the one hand, all companies have set-up a service unit. Local subsidiaries
then provide after-sales and customer support service to their customers. On the other
hand, there are the units involved in the development of the physical products that are
responsible for the delivery of design, development and consulting services. Thus,
service department distinctiveness is clearly a driver in a service orientation. Moreover,
as is highlighted, a service unit represents the value of service in a company. Finally,
the research demonstrates the increased service department distinctiveness if a
manufacturer is moving from an “after-sales service provider” to a “customer support
service provider” and to an “outsourcing partner” strategy. As the number of provided
services increases, the service business becomes more and more separated from the new
product business.
Practical Implications
In accordance with the research literature and the research, a separate service
department is recommended for all service strategies, except the “development partner”
strategy. A company that adopted such a strategy nonetheless has to have a service
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organisation to provide its after-sales and customer support service. Furthermore, the
following activities are proposed to increase service department distinctiveness (see
Table 7.7).
Table 7.7:

Service department distinctiveness in practice

From a

to a

Action items

“after-sales service
provider”

“customer support
service provider”

 Establishing local service organisations for the
delivery of customer support service
 Implementing standardised service processes
and appropriate structures for service product
management
 Doing service innovation in the service
business unit
 Creating awareness for the new service
business unit

“customer support
service provider”

“development partner”

 Endowing the existing physical product unit
with the ability to provide design, development
and consulting services

“outsourcing partner”

 Establishing local service organisations for the
delivery of full maintenance and full operation
service
 Establishing an effective communication
between the service business unit and the new
machine business unit

7.2.7

Resources and Capabilities

Theory, Observation and Propositions
Research literature recognises the importance of human resources for a transition from
goods to service. For example, service for supporting the client’s action in relation to
the supplier’s product (SSC) is mainly generated by the supplier’s and client’s
personnel (Mathieu, 2001a). For a company the focus changes from production
operations towards service operations (Baines, Lightfoot, Peppard, et al., 2009) and
accordingly the demand for trained people with technical and relational skills increases
(e.g. Kowalkowski, 2010; Salonen, 2011).
The increased dependence on operant resources is evident in the case of the investigated
companies (see section 6.3.7). With the service orientation and a growing request for the
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service products, people with skills in selling service, IT knowledge or a background in
business administration are needed. Additionally, the service technicians need technical
as well as behavioural skills. In summary, the companies have to adapt their
capabilities. Based on these findings, it is obvious that dependence on operant resources
is a driver of the service-oriented business model. With a move along the goods-service
continuum the dependence increases from service technicians to engineers and
consultants. In the end, value is primarily generated by the service provider’s personnel.
Practical Implications
The transition from one service strategy to another is accompanied with changes as the
dependence on operant resources increases. The following items regarding resources
and capabilities that have been deduced from this research are suggested in order to
establish the well-placed organisation (see Table 7.8).
Table 7.8:

Dependence on operant resources in practice

From a

to a

Action items

“after-sales service
provider”

“customer support
service provider”

 Providing people with skills in selling service,
IT knowledge or a background in business
administration
 Establishing skill management and
development for service technicians
 Training employees to manage the new service
product and to act in a service-oriented way
 Optimising the deployment of the employees

“customer support
service provider”

“development partner”

 Providing engineers to deliver design,
development and consulting services

“outsourcing partner”

 Providing project engineers to plan the
maintenance and to supervise the field
 Providing engineers to provide technical
expertise
 Providing personnel to operate the plants
 Strengthening capabilities in project
engineering and contract administration
 Emphasising product development and
technology ownership
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7.2.8

Financial Aspects

Theory, Observation and Propositions
Several empirical studies focus on the effect of a service orientation on a company’s
financial performance (e.g. Antioco et al., 2008; Fang et al., 2008). Overall profitability,
direct service profitability and the share of service revenue are greatly dependent on the
adopted service strategy. While the share of service revenue increases it is evident that
overall profitability and direct service profitability decrease when a company extends its
service offerings (Gebauer, 2008b).
The figures clearly show that the companies generate a relevant part of their total
revenues with the provision of service (see section 6.3.8). Company A could be
regarded as unsuccessful with its service strategy because it achieves less than ten per
cent with service. However, the service revenue generated by the company with
development partner activities is not taken into account. The other case companies
generate a share of service revenue that is in accordance with the average numbers
provided for the corresponding service strategy (see Gebauer, 2008b). Furthermore,
while Company A’s overall profitability is in range of the mean values, Company B and
Company D attain figures that are above the average. There is evidence from the case
companies that the share of service revenue as well as the overall profit increase with a
service orientation. Because of the missing figures it could not be conclusively clarified
whether direct service profitability declines and stays above overall profitability with a
transition to a service provider.
Practical Implications
Two issues regarding the financial aspects are observed. Firstly, some of the companies
have difficulties in presenting service related financial figures. These difficulties are
often related to cost transparency for service and the challenge of charging for service.
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Secondly, there are the questions regarding whether service related financial indicators
such as the share of service revenue and the direct service profitability are suitable
indicators for measuring the effects of a service orientation and how these figures are
measured in detail. For example, in Company A and Company B, some services are not
charged for directly. Furthermore there is also the question of how revenues from
integrated solutions are booked as they consist of a goods and a service component.
These issues resonate with Gebauer (2010) who studied these topics in detail as
weaknesses in the existing foundation of the service business. This research’s call for
elaboration on performance indicators for the service business is essential for
manufacturing companies. It is thus suggested to manufacturing companies to
incorporate financial indicators of a service orientation in such a way that they are
meaningful enough for the companies to measure their success with service but at the
same time also defined enough to allow comparison with other companies.
7.2.9

A Revised Service-Oriented Business Model for Capital Goods
Manufacturers

A literature review regarding the three key areas (1) service strategies for capital goods
manufacturers including organisational design element, (2) S-D logic, and (3) business
models, led to the development of a theory based service-oriented business model and
corresponding propositions. Afterwards, the results of the case study in order to analyse
how manufacturing companies operationalise a service orientation in practice were used
to validate the model. Most of the propositions were supported. Accordingly, in view of
the research propositions the following conclusion can be drawn.
Firstly, the research question that asks “Which configuration of the elements increases
the service orientation of a capital goods manufacturer’s business model?” is answered
as follows:
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The presented service-oriented business model consists of eight distinct elements,
which are (1) value proposition, (2) customer relationship, (3) channel,
(4) customer, (5) partner network, (6) value configuration & activities, (7) resources
and capabilities, and (8) financial aspects.



The service orientation of the business model is increased by the following drivers
(1) value proposition customisation, (2) commitment to long-term relationship
development, (3) customer knowledge, (4) customer’s value realisation engagement,
(5) partner co-operation, (6) service department distinctiveness, and (7) dependence
on operant resources. Each driver is associated with one of the business model
elements (see Table 7.9).



An increased service orientation is indicated by a higher share of revenue
attributable to service and a higher overall profitability.

Table 7.9:

The business model elements and its driver of a service orientation

Business model element

Driver of a service orientation

Value proposition

Value proposition customisation

Customer Relationship

Commitment to long-term relationship development

Channel

Customer knowledge

Customer

Customer’s value realisation engagement

Partner Network

Partner co-operation

Value Configuration and Activities

Service department distinctiveness

Resources and Capability

Dependence on operant resources

Financial Aspects

An increased service orientation of a capital goods
manufacturer’s business model leads to a higher share of
revenue attributable to services and a higher overall
profitability

Secondly, the research question that asks “How is the business model elements’
configuration driven by the company’s service strategy?” is answered in the following
way:


Four common service strategies for manufacturing companies are those of the
“after-sales service provider”, “customer support service provider”, “development
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partner” and “outsourcing partner”. Additionally, three strategic moves were
observed: that of an “after-sales service provider” to a “customer support service
provider”, and those from a “customer support service provider” to a “development
partner” or “outsourcing partner”.


There is a “strategy-business model configuration”. A change in the service strategy
initiates various activities in the business elements and consequently in the drivers
of a service orientation.



Commonly the driver increases as the manufacturer moves along the good-service
continuum from an “after-sales service provider” to a “customer support service
provider”, to a “development partner” or “outsourcing partner”. Exceptions are the
two drivers long-term customer relationship and partner co-operation (see Table
7.10).

Table 7.10: Change in the drivers due to a change of the service strategy
Driver of service orientation

ASSP CSSP

CSSP DP

CSSP OP

Value proposition customisation







Commitment to long-term relationship development







Customer knowledge







Customer’s value realisation engagement







Partner co-operation







Service department distinctiveness







Dependence on operant resources







Service Strategy: ASSP = After-Sales Service Provider; CSSP = Customer Support Service Provider,
DP = Development Partner, OP = Outsourcing Partner
Change in the driver:  = Increase,  = Decrease,  = Constant,  = Unknown

The visual description of the modified service-oriented business model for capital goods
manufacturers is depicted in Figure 7.2.
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Figure 7.2: A service-oriented business model for capital goods manufacturing
companies (author’s own figure)
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7.3

Implications for Theory

The examination of previous research has shown that a service orientation can be
translated into various service strategies (e.g. Gebauer, 2008b). Moreover, there is
agreement that a service strategy corresponds with a specific configuration of
organisational elements (e.g. Gebauer, Edvardsson, Gustafsson, et al., 2010). What is
less clear is (1) how S-D logic is related to a service orientation, (2) how to make
business models follow the S-D logic and (3) how a business model framework, viewed
as interface layer between strategy and processes (Al-Debei & Avison, 2010) could help
to guide a service transition. The presented service-oriented business model for capital
goods manufacturers should answer these above questions. Thus, as a consequence, this
research provides various specific contributions to theory.
On a general level, this qualitative study contributes to the discussion of a transition
from goods to service (e.g. Jacob & Ulaga, 2008), the S-D logic (Vargo & Lusch,
2004a), business models (e.g. Osterwalder et al., 2005), and the strategy-structure
configuration (e.g. Gebauer, Edvardsson, Gustafsson, et al., 2010). In detail three major
contributions are described.
Firstly, the study supports the research findings that a manufacturing company moves
along the goods-service continuum (e.g. Gebauer, Fischer, et al., 2010) to become more
service-oriented and that these companies can be assigned to defined service strategy
categories (e.g. Gebauer, 2008b). In a nutshell, the research highlights today’s relevance
of literature on the service orientation for manufacturing companies but at the same time
also generates new knowledge on this topic. For example, in continuing to provide
practical advice regarding actions to be taken by the companies in order to implement a
new service strategy (Oliva & Kallenberg, 2003) this study suggests various activities to
be pursued in the business model elements.
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Secondly, the use of S-D logic as a basis for the development of a service-oriented
business model contributes to theory in two ways. On the one hand, the study shows
that some aspects of a transition from a goods-dominant (G-D) logic to S-D logic are
also important for a transition from goods to service. In this respect the introduced
drivers of a service orientation demonstrate an operationalisation of the S-D logic. On
the other hand, there is the adaptation of the business model to accommodate S-D logic.
Therefore, the research presents the approach chosen that assigns an S-D logic based
driver to each business model element in order to create the service-oriented business
model.
Finally, the research documents the usefulness of the business model, as unit of analysis
for the research as well as a framework in order to guide a service orientation. By
providing a holistic perspective of a business, the business model supports researchers
in their intention to embrace all possible changes in an organisation that were induced
by a service orientation. In addition, the study provides evidence for a “strategybusiness model configuration”; each service strategy is supported by a specific
configuration of the business model. These findings support the theories that argue that
a business model is a layer between the strategy and processes.
7.4

Implications for Practice

Even though managers of capital goods manufacturing companies acknowledge the
importance of service, companies often do not fully recognise all the consequences of a
service orientation. Moreover, the knowledge of how to apply and incorporate new
theoretical management theories such as the business model or the S-D logic is often
not available.
The research contributes to professional practice by offering a service-oriented business
model and suggesting activities to be performed in order to implement a new service
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strategy. These tools support managers in the transition process, which includes among
other things the choice of a service strategy, the development of the company’s business
model and the description of required action in the business model elements. All the
investigated companies were from the private sector and capital goods manufacturers.
Thus the research findings are industry-specific and not expected to be applicable
without modifications to other industries.
Table 7.11: Use of the service-oriented business model in practice
Phase

Description

Phase 1:
Understand

 Analysis and documentation of the current business model
 Definition of the current service strategy

Phase 2:
Analyse

 Analysis of the potential of new services
 Choice of a new service strategy
 Development of a possible service portfolio

Phase 3:
Design

 Development of the company’s business model based on service-oriented
business model
 Clarification of the characteristics required in the business model
 Description of the activities in the business model according to the strategic
move

Phase 4:
Change

 Implementation of the business model
 Execution of the corresponding activities in the organisation

Phase 5:
Evaluation

 Evaluation of the impact of the new business model on the company and the
market
 Linking the business model methodology to subsequent change implementation
programs

The phases highlighted in grey indicate steps that build on this research

In order to make a transition from goods to service in practice, five phases (see Table
7.11) are suggested. The described process is based on literature that discusses business
model change (Ammann & Rodel, 2014, pp. 131-143; Barquet et al., 2013; Gassmann,
Frankenberger, & Csik, 2013, pp. 16-54; Pateli & Giaglis, 2005) and the tools provided
are mainly applied in phases 2 and 3 of the process. Consequently, these phases are
discussed in more detail as follows.


The four presented typical service strategies (see section 3.2) help to identify the
company’s current strategy in phase 1. Then in phase 2 they support the definition
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of the new strategy and the arrangement of the service portfolio. The existing
strategy is the starting point for the aspired service orientation which follows one of
the observed paths along the goods-service continuum. Moreover, these paths point
to possible new service offerings. These offerings’ potential in the market has to be
analysed in order to clarify whether a service orientation is reasonable. Next, with
the choice of the future service strategy the possible service portfolio can be
outlined.


In phase 3 the service-oriented business model and the proposed activities in the
elements are applied (see section 7.2). Firstly, the service-oriented business model is
used as a template to draw up the specific business model for the company and to
clarify the required characteristics. Through the application of the service-oriented
business model the theory of the S-D logic is put into practice. Secondly, the
suggested activities for a service orientation that help to adapt the business model
elements to the planned service strategy are used to plan the implementation of the
business model in phase 4.

As mentioned above, the process is used as an example to illustrate how managers can
make use of the business model in practice. In general, business models help managers
to communicate and to share their understanding of a business among other
stakeholders, even more so as it can be graphically visualised. It is a holistic concept
that embraces most elements of an organisation. Therefore, such a tool can serve
managers for the dialogue among people with different backgrounds (Osterwalder,
2004, p. 20). It could be used for example to talk about the changes in the organisation
that are required in order to successfully implement a new service strategy.
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7.5

Limitations

No empirical research is without limitations. During the research process limitations
regarding the applicability of this research to theory and practice became apparent. They
concern (1) the research method, (2) generalisability, (3) incomplete data, and (4) case
companies’ characteristics.
The first issue concerns the common critique towards the use of the case study research
approach (see also section 4.6). This research attempted to overcome the potential
weaknesses of qualitative research for example by attempts to be transparent about the
research process which was used. Additionally, further alternative criteria for assessing
the quality of qualitative studies have been applied (see section 4.9). Whilst these
approaches did not totally eliminate the problems of qualitative research they minimised
the potential biases and inaccuracies in this study.
Secondly, a further and frequent point of criticism is the case study research’s limited
basis for generalising findings (see section 4.6). A quantitative approach was considered
as the main advantage would have been statistical generalisability, but rejected, because
the limited research literature about service-oriented business models made it difficult to
begin with a theory and to conduct hypothesis testing. In summary, the research relies
on an analytical generalisation that generalises findings into a broader theory
(e.g. Tsoukas, 1989) and to raise generalisability, the evidence was compared with
extant literature (e.g. Eisenhardt, 1989)
Thirdly, due to the limited availability of interviewees in two companies, the collected
data did not allow all sub-research questions to be answered. The missing data did not
affect the answers to the research questions. Conversely, however, it was not possible to
validate one of the propositions properly because of the incomplete financial data.
Likewise, the analysis in order to evaluate the service orientation of each business
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model element could not be based on quantitative data, because the interviewees had
difficulties in determining the level of service orientation. Thus the analysis considered
the different activities the companies had performed in implementing the adapted
service strategy. Nevertheless, the resulting findings were viewed as meaningful. All
these limitations on the data are documented in detail in the corresponding sections (see
section 5.4 & 5.5).
Finally, the research concentrates mainly on Swiss companies with around 1500
employees worldwide and the Swiss market. Furthermore, the focus is on capital goods,
which are rather narrowly defined. Therefore, the research findings cannot be simply
transferred to other sized companies, other countries, markets, or goods. Although it is
expected that at least in the European market observations would be similar.
7.6

Directions for Further Research

During the research carried out for this thesis, several topic areas have emerged that are
considered to be worth further research.
The first point is regarding the limitations of the critical realist paradigm and the case
study research approach addressing a small sample of companies. Although that
empirical evidence from the case companies supports theory building (Eisenhardt, 1989,
p. 547), a quantitative analysis, using a positivist paradigm, is recommended in order to
statistically test the service-oriented business model for capital goods manufacturers and
to generalise the findings (Yin, 2009).
Secondly, the study identified that the propositions for the drivers in the business model
elements of customer relationship and partner network are not wholly supported. The
driver’s dependence on the adopted service strategy is not yet entirely clarified. Thus
researchers should consider studying the behaviour of the two driver commitment to
long-term relationship and partner co-operation. First insights regarding the latter topic
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are provided by Gebauer et al. (2013). The dependence of the direct service profitability
is also unknown. Moreover, the small dataset for the other financial figures does not
allow for generalisation. In combination with the call for elaboration on the
performance indicators for the service business (Gebauer, 2010) further research could
quantitatively analyse the manufacturers’ financial figures.
A third field for additional research can be labelled business models with a focus on the
S-D logic or so-called service-oriented business models. The idea to integrate these two
topics is relatively new and only a little research on this topic exists. Only recently, the
“Service Logic Business Model Canvas” was developed in an empirical study (Ojasalo
& Ojasalo, 2015). It is of interest to what extent the canvas and the service-oriented
business model that was presented in this study could complement each other and
furthermore how well the canvas fits with a service orientation of manufacturing
companies. The simultaneous testing of both models in a real company would deliver
very valuable inputs for research as well as for practice.
Finally, for all case companies the Internet of Things (IoT) and its integration into
physical goods is a serious current trend (Porter & Heppelmann, 2014; Rustema &
Burckart, 2015). An example of a smart, connected good is power generation equipment
that allows proactive maintenance through remote monitoring (Antoine et al., 2013).
Such products help to generate new service offerings. But on the other hand they also
force companies to rethink their business model (Porter & Heppelmann, 2015). It is
obvious that IoT is closely related to the topics of this study. Thus one question is for
example whether IoT will generate new types of service strategies or only extend the
existing ones. IoT offers researchers a plethora of possibilities for future research.
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7.7

Conclusion

The final chapter provided a modified service-oriented business model for capital goods
manufacturers and suggested activities in order to adapt the business model elements in
accordance with the newly adopted service strategy. The provided framework helps
managers to support the management of a service orientation.
In short, the following six issues were discussed. Firstly, in the overview chapter a short
summary of the preceding chapter was given. Secondly, for each element of the
business model the insights from the data analysis were contrasted with those of the
literature review and the research propositions. In the case that a proposition was
unsupported, additional research literature was discussed. Accordingly, a
recommendation was given that consists of action steps in order to adopt the business
model element and its driver to the new service strategy. The section ended by
answering the research questions and presenting the modified business model. Thirdly,
the implications for theory regarding the service orientation, S-D logic and business
models were discussed. Following this the implications for practice were presented. For
a transition from goods to service a process was suggested that incorporates the serviceoriented business model and the suggested activities as tools. Next, limitations
concerning the research method, generalisability, incomplete data, and case companies’
characteristics were explained. Finally, directions for future research in the areas of
quantitative study, drivers of a service orientation, S-D logic and business models, and
Internet of Things (IoT) were explored.
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Appendices
A1

Conceptualisations of the Transition to Service

Concept

Reference

Servitization of business

Vandermerwe and Rada (1988)

Go downstream

Wise and Baumgartner (1999)

Service-oriented strategy in industrial marketing
companies

Homburg et al. (2003)

Managing the transition from products to services

Oliva and Kallenberg (2003)

Moving base into high-value integrated solutions

Davies (2004)

Product-service system

Tukker (2004)

Manufacturing firms and integrated solutions

Windahl et al. (2004)

A manufacturer becoming service provider

Brax (2005)

Transition process from products to services

Gebauer and Friedli (2005)

Business-to-business services in goods-dominant
firms

Neu and Brown (2005)

Transforming a manufacturing firm into a service
business

Grönroos (2007)

Service business orientation in manufacturing
companies

Antioco et al. (2008)

Service transition strategies

Fang et al. (2008)

Moving from basic offerings to value-added
solutions

Matthyssens and Vandenbempt (2008)

Service orientation

Gebauer et al. (2009)

Adopting a service logic in manufacturing

Grönroos and Helle (2010)

Service-based business model

Kindström (2010)

Service addition

Matthyssens and Vandenbempt (2010)

Service growth options for B2B product-centric
businesses

Raddats and Easingwood (2010)

Service business development

Fischer et al. (2012)

Service transition

Fundin et al. (2012)
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A2

Early Service Categories in Research Literature

Reference

Focus

T

Description

T = Type: C = Classification of goods-service combinations, P = Transition paths to get more service-oriented
Industry Classification according to United Nation International Standard Industrial Classification (ISIC), Rev.4
Rathmell (1966)

-

C

Multiple
Industries
Consumer

Economic products along a goods-service continuum, with pure goods
at one extreme and pure services at the other, but with most of them
falling between these two extremes.
Some are primarily goods with service support, whereas others are
primarily services with goods support. Most goods are a complex of
goods and facilitating services; most services are a complex of services
and facilitating goods.
Examples from goods to services: Food and tobacco; clothing,
accessories, and jewellery; transportation, recreation, household
operation, personal care, foreign travel, medical care and expenses,
Housing, Personal business, private education and research, religious
and welfare activities

Shostack (1977)

-

C

Multiple
Industries

Examples from tangible to intangible. Salt, soft drinks, detergents,
automobiles, cosmetics, fast-food outlets, advertising agencies,
airlines, investment management, consulting, teaching

Consumer
Chase (1978)

-

Scale of market entities. Describes and arrays market entities along a
continuum, from tangible dominant to intangible dominant.

C

Multiple
Industries

Classification of service systems by extent of required customer contact
in creation of the service. Continuum from high contact to low contact.
(1) Pure service:
Health centres, hotels, public transportation, restaurants, schools,
personal services

Consumer

(2) Mixed service:
Branch offices of: banks, computer companies, real estate, post offices.
Funeral homes
(3) Quasimanufacturing:
Home offices of: banks, computer companies, government
administration, wholesale houses, post offices
(4) Manufacturing:
Factories producing durable goods, food processors, mining
companies, chemical plants
Increasing freedom in designing efficient production procedures
Lele (1986)

Multiple
Industries
Consumer &
Industrial

C

Generic service support strategies.
(1) Product (or design) related strategies:
Focus on increasing product reliability, on changing the product design
to make it more modular in construction, on building in redundancy
(2) Support system related strategies:
Changing the way service is provided in order to reduce the costs
incurred by customers when equipment fails. Improving system
response or reducing equipment repair time.
(3) Strategies that reduce customer risk:
Warranties and service contracts
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Reference

Focus

T

Description

Vandermerwe
and Rada (1988)

Integrated
solutions

C
P

The three overlapping stages of the servitization of business.
(1) Stage 1: Goods or services:
Goods – in essence this is the hardware; e.g. includes goods,
equipment and techniques to implement system
Services – services around the goods or delivered by the goods; e.g.
fashion forecasts offered to retail stores, financial facilities made
available by automobile manufacturers to their dealers

All Industries
Consumer &
Industrial

(2) Stage 2: Goods + services:
(3) Stage 3: Bundles consisting of goods + services + support +
knowledge + self service
Support – ranges from training to remote maintenance systems
Knowledge – affectionally known as “know-how”, “know-why”, “knowwhat, individual consumer solving activities
Self-service – consumers are being encouraged more and more to selfserve
Bowen et al.
(1989)

-

P

A framework for analysing customer service orientation in
manufacturing.

Manufacturing
1. Customer service activities in manufacturing firms:
- Customer services that accompany goods (e.g. Lele, 1986)
- Service quality and product strategy

Industrial

2. Customer service-oriented strategy: key strategic choices:
- Customer responsiveness or standardisation
- High or low customer contact
3. Organisational arrangements to implement a customer serviceoriented strategy:
- Inculcate service-related climate and culture
- Collect customer data on organisational effectiveness
- Integrate production and marketing
- Establish relational markets
- Evaluate interpersonal competencies of personnel who have
customer contact
- Utilise unobtrusive control mechanisms with personnel who have
customer contact
- Manage customer participation
Alternative configurations of customer service orientations in
manufacturing:
- A service-oriented manufacturing configuration
- A prototypical manufacturing characteristics configuration
Berry and
Parasuraman
(1991)

-

C

Goods-service spectrum.

Multiple
Industries

(1) Relatively pure goods:
Packaged foods

Consumer

(2) Service intensive goods:
Private automobile transportation
(3) Hybrid:
Fast Food
(4) Goods-intensive service:
Airline transportation
(5) Relatively pure service:
Babysitting
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Reference

Focus

T

Description

Martin and Horne
(1992)

-

C

Construct for the idea of offerings or “service package” as a bundle of
goods and services (building on Kotler’s goods-service mix).

Multiple
Industries

(1) Service only

Consumer &
Industrial

(2) Service and product service dominant
(3) Product and service product dominant
(4) Product only
(2) and (3) represent the separation of service-dominant from productdominant firms.

Sawhney et al.
(2004)

All Industries
Consumer &
Industrial

C
P

The service-opportunity matrix, classifying new services along two
dimension:
- focus of growth - where does grow occur? (primary activity chain,
complementary or adjacent activity chain
- type of growth - how does growth occur? (adding new activities,
reconfiguring existing activities)
(1) Temporal expansion (primary, addition):
growth from services that add new activities to a primary activity chain
(2) Spatial expansion (adjacent, addition):
growth from services that add new activities to an adjacent chain
(3) Temporal reconfiguration (primary, reconfiguration):
growth from services that change the structure and control of activities
within a primary chain
(4) Spatial reconfiguration (adjacent, reconfiguration):
growth from services that change the structure and control of activities
within an adjacent chain

218

Appendices

Reference

Focus

T

Description

Tukker (2004)

Integrated
solutions

C

Eight archetypical models of product-service system (PSS). The three
main categories of PSS:

All Industries
Consumer &
Industrial

- Product-oriented services (A):
sales of products, but some extra services are added
- Use-oriented services (B):
The traditional product still plays a central role, but the product stays in
ownership with the provider, and is made available in a different form,
and sometimes shared by a number of users
- Result-oriented services (C):
The client and provider in principle agree on a result, and there is no
pre-determined product involved
The subcategories of PSS: The reliance on the product as the core
component of the PSS decreases, and the need of a client is
formulated in more abstract terms. Every time the provider has a little
more freedom in fulfilling the true final need of the client.
(1) Product-related service (A, 1):
The provider not only sells a product, but also offers services that are
needed during the use phase of the product. E.g. maintenance
contracts, financing schemes, supply of consumables, take-back
agreements
(2) Advice and consultancy (A, 2):
In relation to the product sold, the provider gives advice on its most
efficient use. E.g. advice on the organisational structure of the team
using the product or optimizing the logistics in a factory where the
product is used as a production unit
(3) Product lease (B, 1):
The product does not shift in ownership. The provider has ownership,
and is also often responsible for maintenance, repair and control. The
lessee pays a regular fee for the use of the product; in this case
normally he/she has unlimited and individual access to the leased
product
(4) Product renting or sharing (B, 2):
The product in general is owned by a provider, who is also responsible
for maintenance, repair and control. The user pays for the use of the
product but does not have unlimited and individual access; others can
use the product at other times. The same product is sequentially used
by different users
(5) Product pooling (B, 3):
Resembles product renting or sharing. There is a simultaneous use of
the product
(6) Activity management/outsourcing (C, 1):
An activity of a company is outsourced to a third party. Most of the
outsourcing contracts include performance indicators to control the
quality of the outsourced service. E.g. the outsourcing of catering and
office cleaning
(7) Pay per service unit (C, 2):
The product as a basis, but the user no longer buys the product, only
the output of the product according to the level of use. E.g. pay-perprint formulas now adopted by most copier producers. The copier
producer takes over all activities that are needed to keep a copying
function in an office available (i.e. paper and toner supply,
maintenance, repair and replacement
of the copier when appropriate)
(8) Functional results (C, 3):
The provider agrees with the client the delivery of a result and is, in
principle, completely free as to how to deliver the result. E.g.
companies who offer to deliver a specified ‘pleasant climate’ in offices
rather than gas or cooling equipment, or companies who promise
farmers a maximum harvest loss rather than selling pesticides
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Reference

Focus

T

Description

Kotler and Keller
(2009)

-

C

Categories of service mix.

All Industries
p. 347

(1) Pure tangible goods:
soap, toothpaste, salt

Consumer
p. 326

(2) Tangible goods with accompanying services:
cars, computers, cell phones
(3) Hybrid:
restaurants (food, preparation)
(4) Major service accompanying minor goods and services:
airline transport
(5) Pure service:
Babysitting, psychotherapy, massage

Service differentiation. The main service differentiators are:
- ordering ease,
- delivery,
- installation,
- customer training,
- customer consulting,
- maintenance
- repair and returns
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A3

Service Categories and Service Strategies for Capital Goods Manufacturers

Reference

Focus

T

Description

T = Type: C = Classification of goods-service combinations, P = Transition paths to get more service-oriented
Industry Classification according to United Nation International Standard Industrial Classification (ISIC), Rev.4
Boyt and Harvey
(1997)

(Installed base)

C

Multiple
Industries

Classification of industrial services according the following service
characteristics: replacement rate, essentiality, complexity, personal
delivery, credence properties.
(1) Elementary services:
Electric and gas utilities, telephone service

Industrial

(2) Intermediate services:
Equipment repair, equipment leasing, transportation, and other repairrelated services.
(3) Intricate services:
Consultants, designers, surveyors, architects
Frambach et al.
(1997)

Installed base

C

Manufacturing
(electronic)

Five categories of product services. Based on whether the product
service is offered before (pre-sales), during (purchase), or following
(post-sales) the transaction.
(1) Relationship product services:
Information new developments, information, repair service,
supplementary products, instruction

Industrial

(2) Usage related pre-sale product services:
Demonstration, training, use on trial, installation
(3) Usage related post-sale product services:
Replacement, accessibility supplier, regular maintenance
(4) Purchase related pre-sale product services:
Promptness of delivery, finance options
(5) Confidence in use of the product:
Sterilization, warranty
Product services can be classified as:
(1) transaction related:
- usage related (pre-sales, post-sales)
- purchase related (purchase)
(2) relationship related
Wise and
Baumgartner
(1999)

Integrated
solutions

C

The spectrum of downstream moves or business models.

Manufacturing

(1) Embedded services:
Smart products, monitoring

Consumer &
Industrial

(2) Comprehensive services:
Services for the customers, e.g. financing, outsourced operations
(3) Integrated solutions:
Combination of goods and services into a seamless offering that
addresses a pressing customer need
(4) Distribution control:
Moving forward in the value chain to gain control over lucrative
distribution activities
Metrics for downstream moves: Attractiveness of downstream
business, importance of customer relationship and power of distribution
channel
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Reference

Focus

T

Description

Mathieu (2001a)

Installed base

C

Classification of product services according four dimension:
- direct recipient of the service (product, person)
- intensity of the relationship (low, high)
- customisation of the service (low, high)
- critical elements of the service marketing mix (physical evidence –
process, people)

Manufacturing
(electronic)
Industrial

(1) Service supporting the supplier’s product (SSP):
Ensures the proper functioning of the product and/or facilitate the
client’s access to the product: Physical distribution, technical support
on the supplier’s components, commercial support
(2) Service supporting the client’s action in relation with the supplier’s
product (SSC):
Services support particular client initiatives and advances the mission
of customer organisation: Technical support on the client’s application,
Training, help in the distributor’s commercial process
Mathieu (2001b)

Installed base
Manufacturing
Consumer &
Industrial

C
P

Typology to illustrate the variety of avenues manufacturing companies
can take to embrace the service field (service manoeuvre). Two
dimensions service specificity and organisational intensity.
- service specificity (service classification, nature of the offering):
(S1) Customer service:
interaction between a seller and a customer
(S2) Product service:
support the supplier’s product e.g. physical distribution, after-sale
service, or technical assistance
(S3) Service as a product:
independent from the company’s good, e.g. consulting services
- organisational intensity (the way an organisation lives its service
manoeuvre, strength and scope of its impact on the firm):
(O1) Tactic:
Specific actions within the marketing mix of the firm, specifically, on its
product mix
(O2) Strategic:
Add some key competency to a firm’s portfolio, without changing its
mission or its basic values
(O3) Cultural:
Reshape the mission of the firm (fundamental characteristic of the
organisation, including the underlying belief system)
Examples: (S1, O1) toll free number on packaged goods, (S1, O2) Dell
online, (S1, O3) Toyota Lexus, (S2, O1) extended guarantee, (S2, O2)
GE medical systems, (S2, O3) Caterpillar, (S3, O1) repairing
competitors cars, (S3, O2) Fiat in IT, (S3, O3) IBM global services
Benefits: Concerning the financial and strategic benefit, the more
intense and specific the service manoeuvre, the higher the benefits. As
far as marketing benefits are considered, the more intense the service
manoeuvre, the higher the benefits.
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Reference

Focus

T

Description

Oliva and
Kallenberg (2003)

Installed base

C
P

The installed base service space using two dimensions:
- focus of customer interaction (transaction-based services,
relationship-based services)
- focus of the value proposition (product-oriented services, end-user’s
process-oriented services)

Manufacturing
(machinery)
Industrial

(1) Basic installed base services (transaction, product):
Documentation, Transport to client, Installation/commissioning,
Product-oriented training, Hot line/help desk, Inspection/diagnosis,
Repairs/spare parts, Product updates/upgrades, Refurbishing,
Recycling/machine brokering
(2) Maintenance services (relationship, product):
Preventive maintenance, Condition monitoring, Spare parts
management, Full maintenance contracts
(3) Professional services (transaction, process):
Process-oriented engineering (tests, optimisation, simulation), Processoriented R&D, Spare parts management, Process-oriented training,
Business-oriented training, Process-oriented consulting, Businessoriented consulting
(4) Operational services (relationship, process):
Managing maintenance function, Managing operations

Process model for developing installed base service capabilities
1. Consolidating product-related services:
- Triggers: customers’ complains, competition
- Goals: improve efficiency, quality and delivery time
- Actions: move services under one roof, monitor effectiveness and
efficiency of service delivery, add services to support quality initiative
2. Entering the Installed Base service market:
- Triggers: profitability potential, competition, customer satisfaction,
management change
- Goals: tap the revenues in the Installed Base market
- Actions: definition and analysis of Installed Base market, create
separate organisation to market and deliver services, create
infrastructure to respond to local service demands
3a. Expanding to relationship-based services
- Triggers: customer request, utilisation of service infrastructure
- Goals: increase utilisation of service infrastructure
- Actions: assume operating risk: pricing in terms of availability, achieve
cost advantage through: economies of scale, learning curve, network
effects
3b. Expanding to process-centred services
- Triggers: customer request, utilisation of product development skills
- Goals: increase utilisation of product development and system
integration capabilities
- Actions: develop consulting capabilities, create “new” distribution
network, expand to include other manufacturer’s equipment into the
service palette.
4. Taking over the end-user’s operation
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Reference

Focus

T

Description

Davies (2004)

Integrated
solutions

C

The capital goods value stream.
(-) Earlier stages:
Raw materials, intermediate goods, primary product manufacturers

Manufacturing
Industrial

(-) Manufacture:
Design and physically make components & subsystems
(1) System integration:
Design & integrate products & systems
(2) Operational services:
Maintain and operate products & systems
(3) Service provision:
Buy in maintenance & operational capacity to provide services to final
customers
(-) Final customer:
Consumption of service by final consumer or end user
Supporting service activities in capital goods:
(4) Business consultancy
(5) Financing

Kumar and
Kumar (2004)

Installed base
& Integrated
solutions

C

Framework for the development of a service delivery strategy for
industrial systems and products.
Customer’s maintenance strategy (in-house maintenance)

Manufacturer
(machinery &
equipment)
Industrial

(1) Planned maintenance tasks:
preventive maintenance, major overhauls, inspections, lubrications
(2) Unplanned maintenance tasks:
failure-based maintenance
Service contracts (outsourced maintenance)
(3a) Partial outsourcing or contracting out of specialised maintenance
tasks
(3b) Outsourcing (full service contracts)
(3c) Purchasing of function instead of product (functional products)

224

Appendices

Reference

Focus

T

Description

Helander and
Möller (2007)

Installed base
& Integrated
solutions

C

Model for system supplier’s customer strategy.

Multiple
Industries (
manufacturing,
inform. & com)

System supplier’s key activities.
(1) Warranties:
ensure a fluent system start
(2) Support and maintenance activities:
ensure the usability of the customer’s system under all circumstances

Industrial
(3) Extensions and upgrades:
The system capacity and features are developed in accordance with
the customer’s needs and size
(4) Consulting activities:
optimise the system in line with the customer’s strategy and aim for the
improved competitiveness of the customer’s core industrial process
Supplier’s role for the customer
(1) Equipment/material supplier:
- Activities: Training, supplier-specific software/hardware maintenance,
help-desks for problem solving, emergency support
- Contracts: Service level agreements for basic support services
(2) Solution provider:
- Activities: Workshops, systematic competence development, coteams with customer
- Contracts: Shared resources agreements
(3) Performance provider
- Activities. Management of core processes, continuous optimisation
- Contracts: Shared revenues agreements, co-development
agreements
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Focus

T

Description

Penttinen and
Palmer (2007)

Integrated
solutions

C
P

Strategic repositioning of firms through changes in their market
offerings and buyer-seller relationships.

Manufacturing
(metal
products,
machinery &
equipment)

Alternatives for positioning using a two-by-two matrix with the following
two dimensions:
- completeness of offering (less complete, more complete)
- nature of buyer-seller relationship (transactional, relational)
(1) Basic components (less complete, transactional):
Components such as nuts and bolts

Industrial

(2) Integrated components (less complete, relational)
Integrated sub-assembly components in, e.g., automotive and
aerospace industry
(3) Basic solutions (more complete, transactional):
Application service providers and telecommunications as bundled
offerings
(4) Integrated solutions (more complete, relational):
Full-service contracts in industrial maintenance

Examples of how companies have repositioned their offerings on the
framework.
1. Moving to assured operating capacity:
(1)(3)(4), Bundling products and services, Operational linkages
and information exchange
2. Moving to availability:
(1)(2)(4), focusing on operational linkages and cooperation,
reconstituted the package by bundling
3. Moving to insurance and risk management:
(1)(3)(4), extending the product range, information sharing
4. Moving to new product development as a service:
(1)(2)(4), establishing relationships with customers, extend the
product range
Gebauer (2008b)

Installed base
Manufacturing
(machinery &
equipment,
electronic)
Industrial

C

Four environment-strategy fits that can be interpreted as service
strategies in manufacturing companies.
(1) After-sales service provider (ASP):
Services in the event of any breakdown or failure, e.g. spare parts,
repair/trouble shooting, basic training, inspection/diagnosis, hotline
(2) Customer support service provider (CSP):
Process-oriented services to prevent breakdowns of the product, e.g.
maintenance contracts, process optimisation, process consulting,
advanced operator training
(3) Outsourcing partner (OP):
“Pure” service companies, operational service, e.g. taking over
customer maintenance function, taking over customer operating
processes, taking over customer’s logistics
(4) Development partner (DP):
Research and development services to support customers to achieve
outstanding process performance for the customer, e.g. design and
construction services, process-oriented R&D
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Matthyssens and
Vandenbempt
(2008)

Integrated
solutions

C
P

Pathways to service-based value addition using two axis:
- business process integration (low to high)
- technical application integration (low to high)

Manufacturing
(electrical
equipment,
electronic)

(1) Basic products (low, low)
(2a) Service concepts (low, -)
(2b) Process management (act as back office) (low, high)

Industrial
(3a) Submodules/finetuned solutions (-, low)
(3b) Tailored systems (low, high)
(4) System integrator, Turnkey (high, high)

Three strategies for (non-price-based) customer value addition:
1. Value-added solution based on thorough technical application
knowledge:
(1)(3)
2. Service concepts and outsourcing solutions for process
management:
Gain more insight into the business process of the customer, (1)(2)
3. Plug and play or turnkey solutions:
(1)(4)
Brax and Jonsson
(2009)

Integrated
solutions
Manufacturing
(machinery &
equipment)
Industrial

C

A skeleton framework for integrated solutions for capital goods
maintenance. Each layer (e.g. basic solution) consists of four types of
components (e.g. installed base).
(1) Basic solution, solution offering’s architecture “naked solution”:
(a) Installed base, i.e. the capital goods at the object of the service:
Engines, auxiliary systems, parts (sold separately)
(b) Solution system platform:
Hardware, maintenance planner, maintenance history, inventory
management
(c) Information offerings:
recommended maintenance schedule, work instructions, product data
(d) Service components:
Delivery and systems installation, training users.
(2) Customisation layer, customer solution “integrated solution”:
(a) Unique equipment configuration for each customer
(b) Adjusting the system to customer’s IT systems
(c) Design of maintenance program, selecting product data and
instructions
(d) Tailoring system contents, support
(3) Up-grading layer, extended customer solution “total solution”:
(a) Matching sensors
(b) Monitoring system (purchasing system)
(c) Real-time data about conditions, monthly control reports
(d) Remote monitoring, alerting consultation
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Lay, Schroeter,
and Biege (2009)

Integrated
solutions

C

Service-based business concepts based on the following characteristic
features:
- Ownership (during phase of use, after phase of use),
- Personnel (manufacturing, maintenance)
- Location of operation
- Single/multiple customer operation
- Payment model

Manufacturing
(machinery &
equipment)
Industrial

(1) Type I: Focus on payment and ownership:
Suppliers offers their customers the right to use the equipment without
having to purchase it. Use of the machine on a “production-based
payments” or “pay per use” basis depending on the relevant contract
clauses
(2) Type II: Operational focus:
Operations and maintenance personnel are not employed by the
customer, they are employed by the equipment producers instead. The
personnel costs are paid by the customer through a combination of
fixed and performance-based rates
(3) Type III: Finance/operational focus at customer site:
The supplier retains equipment ownership, operates this equipment at
the customer’s plant exclusively for this customer, and employs
maintenance personnel and in some cases operating personnel as
well. The supplier is paid either per use or per part.
(4) Type IV: Finance/operational focus at supplier site:
Resembles the third type of business concept. The difference lies
mainly in the location of the production equipment. The equipment
producer installs the production machinery on its own shop floors or
‘‘fence-to-fence’’ with the customer’s facilities in a supplier park and
produces parts with this equipment according to incoming customer
orders
(5) Type V: Involving a joint venture:
Characterised by the involvement of a third party – an entity other than
the equipment producer and customer. An operating joint venture or a
contractor assumes the risk associated with owning production
equipment by investing in and operating the equipment for the
customer
Fischer et al.
(2010)

Installed base
Manufacturing
(machinery &
equipment,
electronic)

P

Exploitation or exploration two distinct approaches for service business
development.
A. Exploitation of service opportunities:
Incremental improvements of the existing strategic stage, temporal
expansion within the primary customer activity chain (Sawhney et al.,
2009)

Industrial
A1. Integrating the basic services into the product price
A2. Separating product and service business to extend service profit
and revenue
A3. Making use of the service expansion along the primary customer
activity chain
B. Exploration of service opportunities:
Radical, jump towards new strategic stage, spatial reconfiguration
within the adjacent customer activity chain
B1. Integrating the basic services into the product price
B2. Creating a new value constellation
B3. Making use of the service expansion along the adjacent customer
activity chain
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Gebauer,
Edvardsson,
Gustafsson, et al.
(2010)

Installed base

C

Five different service strategies.

Manufacturing
(machinery &
equipment,
electronic)

(1) Customer Service Strategy:
Adding customer service to the sales phase within the existing
customer activity chain to augment the product offering.
- Customer Service (Mathieu, 2001b)
Customer service: Information services, basic advice services,
documentation, transport to client, installation/commissioning

Industrial

(2) After-Sales Service Provider:
Offering basic services for the installed base in the after-sales phase to
react as fast as possible to any product breakdowns.
- Basic services for the installed base (Oliva & Kallenberg, 2003)
- Repair services (Kotler, 1994)
Basic services for the installed base: Product-oriented training, help
desk, inspection services, diagnosis services, repair services
(3) Customer Support Service Provider:
Offering advanced maintenance services to prevent any product
breakdowns within the after-sales phase.
- Maintenance services (Kotler, 1994)
Maintenance services: Preventive maintenance, full maintenance
contracts, annual maintenance activities, service-level agreements on
maintenance, process optimization through continuous maintenance
(4) Outsourcing Partner:
Reconfiguring the responsibilities within the value chain through
offering operational services in order to take over the operating risk and
full responsibility for the customer’s operating processes.
- Business services (Kotler, 1994)
- Process-oriented services (Oliva & Kallenberg, 2003)
- Operational services and system integration (Davies, 2004)
Operational services: Managing the whole maintenance function,
operating the product, managing spare parts logistics, operating repair
teams for customers, managing the training and personnel
development
(5) Development Partner:
Co-producing R&D services within the pre-sales phase in order to
possess a unique and hard-to-imitate competency position.
- Business services (Kotler, 1994)
- Process-oriented services (Oliva & Kallenberg, 2003)
- Operational services and system integration (Davies, 2004)
R&D-oriented services: Process design, process-oriented engineering
(tests, optimization, simulation), development services, construction
(design) services, business consulting in product and process
development
Gebauer, Fischer,
et al. (2010)

Installed base

P

Four dominant patterns of service strategy changes.

Manufacturing
(machinery &
equipment,
electronic)

1. From customer service strategy to after-sales service provider

Industrial

3. From customer-support service provider to development partner

2. From after-sales service provider to customer-support service
provider

4. From customer-support service provider to outsourcing partner
Service strategies: see Gebauer (2008).
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Grönroos and
Helle (2010)

Integrated
solutions

-

Adopting a service logic in manufacturing.
The starting point is that manufacturing firms adopt a service
perspective or logic for their entire business, rather than for industrial
service activities alone. The framework created includes a conceptual
foundation for understanding the process of mutual value creation. By
matching supplier and customer practices and thereby aligning
correspondingly processes, resources and competencies, suppliers
can support their customer’s business more effectively and thus enable
the customers and also themselves to create incremental value which
can be shared between the business partners.

Manufacturing
Industrial

Matthyssens and
Vandenbempt
(2010)

Integrated
solutions
Manufacturing
(machinery &
equipment)
Industrial

C
P

Typology of service addition strategies, based on two dimensions:
- Added customer value in the offerings (mainly product based, mainly
service based)
- Degree of customisation (standardised, customised)
(1) After sales service (mainly product based, standardised):
- reactive support services (Gebauer, 2008)
Installation, training, spare parts, (reactive) maintenance, problem
solving
(2) Service Partner (mainly service based, standardized):
- customer support provider/outsourcing partner (Gebauer, 2008)
SLAs and KPIs, start-up assistance, leasing options, maintenance
contracts with uptime promises
(3) Solution Partner (mainly product based, customized):
- close to Complex Product Systems (Davies, 2004)
Audits, upgrade suggestions, project engineering, consultancy
services, operational contracts, proactive attitude
(4) Value Partner (mainly service based, customized):
Pure integrated solution, solution/performance provider
Taking over process responsibility (integrated process solutions),
effects rather than specs, joint development, performance guarantees
(uptime).

Four trajectories that can be followed, combined or sequenced to reach
the integrated solutions position.
1. Product focused customisation:
(1)(3), total cost of capital focus, technical cooperation, joint problem
solving, design and engineering
2. Standardised service addition:
(1)(2), customer orientation, customer support optimisation
3. Customer process optimization:
(3)(4), selling outsourcing solution, offering uptime and process
integration
4. Tailored service addition:
(2)(4), systems integration, integral solution, supplier guarantees
results
Two “natural combinations of trajectories”.
(1) Standardized service addition might be followed by or combined
with tailored service addition:
(1)(2)(4)
(2) product-focused customization turns out to be very compatible with
the follow-up strategy of customer process optimization:
(1)(3)(4)
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Reference

Focus

T

Description

Raddats and
Easingwood
(2010)

Installed base
& Integrated
solutions

C
P

Raddats and
Burton (2011)

Manufacturing

Typology of services strategies. The model has two dimensions:
- producer or customer: services are either closely linked to products
(product-attached services) or activities in the customer environment
(operations services)
- multi-vendor orientation: focus is either exclusively on its own
products or includes other companies' products as well

Industrial
(1) Product-attached services on own products, Service engagement
strategy (products, own products):
- services that support suppliers’ products (Mathieu, 2001a)
- customer service strategy (Gebauer et al., 2010)
- after-sales service provider (Gebauer, 2008)
Installation of the product, training staff on operations and maintenance
of the product, providing a technical support facility in case the product
develops a fault. G-D logic
(2) Product-attached services on own and third party products services
extension strategy (products, own and third party products):
Installation and commissioning, training, support, with operational
responsibility still remaining with the customer. G-D logic
(3) Operations services on own products, service penetration strategy
(customers, own products):
- services that support suppliers’ customers (Mathieu, 2001a)
- customer support provider (Gebauer, 2008)
Managed services, i.e. supplier manages operational activities on
behalf of the customer; asset availability. S-D logic
(4) Vendor-agnostic operations services, service transformation
strategy (customers, own and third party products):
- outsourcing partner (Gebauer, 2008)
- development partner (Gebauer, 2008)
Managed services, asset availability, system integration, technical
consultancy. S-D logic
Growth options. Possible moves between the different services
strategies.
1. Growth option A, (1)(2):
Companies that make this transition are likely to be already providing
product-attached services linked to their own products and may make
the transition to providing services linked to other OEMs' products in
order to provide a new revenue stream
2. Growth option B, (1)(3):
When a company makes the transition from offering product-attached
services on its own products to providing operations services on its
products.
3. Growth option C, (3)(4):
When a company is already offering operations services on its own
products and transitions to providing these services in a multi-vendor
product environment.
Windahl and
Lakemond (2010)

Integrated
solution
Manufacturing
(machinery &
equipment)
industrial

C

A framework for categorising integrated solutions. Two dimensions are
used to identify different types of integrated solutions in the capital
goods industry (based on a literature review):
- Type of offering (product-oriented offering, process-oriented offering)
- Ownership of equipment (customer, supplier)
(1) Maintenance offering (product, customer):
focus installed base
(2) Operational offering (process, customer)
focus installed base (partially), change of strategy
(3) Rental offering (product, supplier)
(4) Performance offering (process, supplier):
Fully-fledged integrated solutions, focus change of strategy
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Reference

Focus

T

Description

Ulaga and
Reinartz (2011)

Integrated
solutions

C

Classification scheme of industrial services for hybrid offerings using
two dimensions:
- Service recipient (service oriented toward the supplier’s good, service
oriented toward the customer’s process)
- Nature of the value proposition (Supplier’s promise to perform a deed
(input-based), Supplier’s promise to achieve performance (outputbased)

Multiple
Industries
(manufacturing,
electricity &
gas supply)
Industrial

(1) Product Life-cycle services (PLS), (good, deed):
Services to facilitate the customer’s access to the supplier’s good and
ensure its proper functioning during all stages of the life cycle
(2) Asset efficiency services (AES), (good, performance)
Services to achieve productivity gains from assets invested by
customers
(3) Process support services (PSS), (process, deed)
Services to assist customers in improving their own business
processes
(4) Process delegation services (PDS), (process, performance)
Services to perform processes on behalf of the customers

Fundin et al.
(2012)

Installed base

Movements on the goods-to-service continuum:

Manufacturing

1. evolutionary increase (slight increase in service content),

Industrial

2. revolutionary increase (rapid increase in service content),
3. no change (the service content is not changing),
4. evolutionary decrease (phasing out of ongoing service)
5. revolutionary decrease (eliminating the service function)
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Reference

Focus

T

Description

Paiola, Saccani,
Perona, and
Gebauer (2013)

Installed base
& Integrated
solutions

C

Four distinct strategic approaches relating the service components and
the development of capabilities.

Manufacturing
(machinery &
equipment)
Industrial

(1) Selling after-sales services:
Sales and after-sales phase. Services augmenting the product offering,
basic services for the installed base and a few advanced services for
the installed base. The service components offered ensure mainly the
functionality of the product (basic services for the installed base) but
rarely improve the efficiency of the products in customer processes
through preventing product failure (advanced after-sales services)
(2) Integrating after-sales services:
Sales and after-sales phase. These companies emphasize advanced
services for the installed base. Instead of reacting to product failures
and ensuring the functionality of the product, they aim at improving the
efficiency of their products in the customer processes through the
prevention of failures. Integrators of after-sales solutions provide a
broader range of financial services, which enable them to offer Service
Level Agreements whereby customers pay for achieving specific
performance levels (e.g. uptime, yield and unit costs)
(3) Selling life-cycle solutions:
Cover the whole product life-cycle (i.e. offer service components
across the pre-sales, sales and after-sales phase). Includes services
augmenting the product offering, basic and advanced services for the
installed base as well as design and construction services
(4) Orchestrating total solutions:
cover the full range of service components (i.e. services for pre-sales,
sales and after-sales services, outsourcing services). Moreover, these
companies go beyond integration. The use of the term ‘‘orchestrator’’
originates from the supply chain literature. Orchestrators do not
specialize either in service components or in parts of the solution: they
buy them externally. They focus on aggregating and integrating the
service components that are sourced externally, and on changing the
configurations of the service components (and of the external net of
suppliers) according to the specific requirements of the customer, i.e.
to the solution to be provided
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A Comparison of Service Strategies

Overview
Service
strategies /
Authors
(Gebauer,
Edvardsson,
Gustafsson, &
Witell, 2010)

(Gebauer, 2008)

Customer
Service Strategy

Part I

(Mathieu, 2001a;
2001b)

(Matthyssens, &
Vandenbempt,
2010)

(Raddats, &
Burton, 2011;
Raddats, &
Easingwood,
2010)

Part I

After-Sales
Service Provider

Customer
Support Service
Provider

(Oliva &
Kallenberg,
2003)

(Windahl, &
Lakemond,
2010)

(Gebauer,
Hildenbrand, &
Fleisch, 2006)

Part I

Part II

Part II

Comparison
I

Part III

Comparison
II

Part II

Outsourcing
Partner

Development
Partner

(Swissmem,
2005)

Part II

Part IV

Part III

Comparison
III

(Gebauer, &
Ammann, 2006)

Comparison I
Service strategies
(Gebauer, Edvardsson,
Gustafsson, & Witell,
2010)

Service strategies
(Gebauer, 2008)

Customer Service
Strategy
Adding customer
service to the sales
phase within the
existing customer
activity chain to
augment the product
offering.
Customer Service
(Mathieu, 2001b)
Customer service:
Information services,
basic advice services,
documentation,
transport to client,
installation /
commissioning
After-Sales Service
Provider
Offering basic services
for the installed base in
the after-sales phase to
react as fast as
possible to any product
breakdowns.
Basic services for the
installed base (Oliva &
Kallenberg, 2003);
Repair services (Kotler,
1994)
Basic services for the
installed base: Productoriented training, help
desk, inspection
services, diagnosis
services, repair
services.

Product service
classification
(Mathieu, 2001a)
Service strategies
(Mathieu, 2001b)

Installed base service
space
(Oliva & Kallenberg, 2003)

Customer service
interaction between a
seller and a customer

After-sales service
provider
Spare parts, repair,
inspection, hotline,
basic training.
Share of service
revenue: 15.6% (stdev
3.7%), service
profitability: 14.2%,
(4.5%)

Service supporting
the supplier’s product
(SSP)
Ensures the proper
functioning of the
product and/or facilitate
the client’s access to
the product
Physical distribution,
technical support on
the supplier’s
components,
commercial support
Product service
Support the supplier’s
product
Physical distribution,
after-sale service, or
technical assistance

Basic installed base
services
Transaction-based,
product-oriented
services
Documentation,
transport to client,
installation /
commissioning,
product-oriented
training, hot line / help
desk, inspection /
diagnosis, repairs /
spare parts, product
updates / upgrades,
refurbishing, recycling /
machine brokering

↓ Customer Support
Service Provider
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Service strategies
(Gebauer, Edvardsson,
Gustafsson, & Witell,
2010)

Service strategies
(Gebauer, 2008)

Customer Support
Service Provider
Offering advanced
maintenance services
to prevent any product
breakdowns within the
after-sales phase.
(Gebauer, 2008);
Maintenance services
(Kotler, 1994)
Maintenance services:
Preventive
maintenance, full
maintenance contracts,
annual maintenance
activities, service-level
agreements on
maintenance, process
optimization through
continuous
maintenance.

Customer support
service provider
Process-oriented
services to prevent
breakdowns of the
product. Service
bundles.
Share of service
revenue: 26.4% (4.3%),
service profitability:
10.0%, (2.6%)

Outsourcing Partner
Reconfiguring the
responsibilities within
the value chain through
offering operational
services in order to
take over the operating
risk and full
responsibility for the
customer’s operating
processes.
(Gebauer, 2008);
Business services
(Kotler, 1994); Processoriented services (Oliva
& Kallenberg, 2003);
Operational services
and system integration
(Davies, 2004)
Operational services:
Managing the whole
maintenance function,
operating the product,
managing spare parts
logistics, operating
repair teams for
customers, managing
the training and
personnel
development.

Outsourcing partner
Operational services.
“Pure” service
companies.
Share of service
revenue: 100%, service
profitability: 5.7%,
(1.3%)
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Product service
classification
(Mathieu, 2001a)
Service strategies
(Mathieu, 2001b)
↑ After-Sales Service
Provider

Service supporting
the client’s action in
relation with the
supplier’s product
(SSC)
Services support
particular client
initiatives and
advances the mission
of customer
organisation
Technical support on
the client’s application,
Training, help in the
distributor’s commercial
process
Service as a product
Independent from the
company’s good
Consulting services
↓ Development Partner

Installed base service
space
(Oliva & Kallenberg, 2003)

Maintenance services
Relationship-based,
product-oriented
services
Preventive
maintenance, condition
monitoring, spare parts
management, full
maintenance contracts.

Operational services
Relationship-based,
end-user’s processoriented services
Managing maintenance
function, managing
operations.
Professional services
Transaction-based,
end-user’s processoriented services
Process-oriented
engineering (tests,
optimization,
simulation), processoriented R&D, spare
parts management,
process-oriented
training, businessoriented training,
process-oriented
consulting, businessoriented consulting
↓ Development Partner
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Service strategies
(Gebauer, Edvardsson,
Gustafsson, & Witell,
2010)

Service strategies
(Gebauer, 2008)

Development Partner
Co-producing R&D
services within the presales phase in order to
possess a unique and
hard-to-imitate
competency position.
Business services
(Kotler, 1994); Processoriented services (Oliva
& Kallenberg, 2003);
Operational services
and system integration
(Davies, 2004)
R&D-oriented services:
Process design,
process-oriented
engineering (tests,
optimization,
simulation),
development services,
construction (design)
services, business
consulting in product
and process
development.

Development partner
Research and
development services.
Share of service
revenue: 21.1% (2.3%),
service profitability:
8.4%, (1.3%)
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Product service
classification
(Mathieu, 2001a)
Service strategies
(Mathieu, 2001b)

Installed base service
space
(Oliva & Kallenberg, 2003)

↑ Outsourcing Partner

↑ Outsourcing Partner
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Comparison II
Service strategies
(Gebauer, Edvardsson,
Gustafsson, & Witell,
2010)

A typology of service
strategies
(Matthyssens, &
Vandenbempt, 2010)

Service strategies
(Raddats, & Burton, 2011;
Raddats, & Easingwood,
2010)

Integrated solutions in the
capital goods industry
(Windahl, & Lakemond,
2010)

Customer Service
Strategy
Adding customer
service to the sales
phase within the
existing customer
activity chain to
augment the product
offering.
Customer Service
(Mathieu, 2001b)
Customer service:
Information services,
basic advice services,
documentation,
transport to client,
installation /
commissioning
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Service strategies
(Gebauer, Edvardsson,
Gustafsson, & Witell,
2010)

A typology of service
strategies
(Matthyssens, &
Vandenbempt, 2010)

Service strategies
(Raddats, & Burton, 2011;
Raddats, & Easingwood,
2010)

After-Sales Service
Provider
Offering basic services
for the installed base in
the after-sales phase to
react as fast as
possible to any product
breakdowns.
Basic services for the
installed base (Oliva &
Kallenberg, 2003);
Repair services (Kotler,
1994)
Basic services for the
installed base: Productoriented training, help
desk, inspection
services, diagnosis
services, repair
services.

After sales service
Mainly product based,
standardised
Reactive support
service (Gebauer,
2008)
Installation, training,
spare parts, (reactive)
maintenance, problem
solving.

Service engagement
strategy,
Product-attached
services on own
products
Own products, product
orientation
SSP (Mathieu, 2001a),
Customer service
strategy (Gebauer,
Fischer, & Fleisch,
2010); After-sales
service provider
(Gebauer, 2008)
Installation of the
product, training staff
on operations and
maintenance of the
product, providing a
technical support
facility in case the
product develops a
fault. G-D logic

Integrated solutions in the
capital goods industry
(Windahl, & Lakemond,
2010)

Service extension
strategy,
Product-attached
services on own and
third party products
Own and third party
products, product
orientation
Installation and
commissioning,
training, support, with
operational
responsibility still
remaining with the
customer. G-D logic
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Service strategies
(Gebauer, Edvardsson,
Gustafsson, & Witell,
2010)

A typology of service
strategies
(Matthyssens, &
Vandenbempt, 2010)

Service strategies
(Raddats, & Burton, 2011;
Raddats, & Easingwood,
2010)

Integrated solutions in the
capital goods industry
(Windahl, & Lakemond,
2010)

Customer Support
Service Provider
Offering advanced
maintenance services
to prevent any product
breakdowns within the
after-sales phase.
(Gebauer, 2008);
Maintenance services
(Kotler, 1994)
Maintenance services:
Preventive
maintenance, full
maintenance contracts,
annual maintenance
activities, service-level
agreements on
maintenance, process
optimization through
continuous
maintenance.

Service Partner
Mainly service based,
standardized
Customer support
Provider / Outsourcing
Partner (Gebauer,
2008)
SLAs and KPIs, Startup assistance, leasing
options, maintenance
contracts with uptime
promises.

Service penetration
strategy
‘Operations services’
on own products
Own products,
Customer orientation
SSC (Mathieu, 2001a),
customer support
provider (Gebauer,
2008)
Managed services, i.e.
supplier manages
operational activities on
behalf of the customer;
asset availability. S-D
logic

Maintenance offering
Product-oriented
offering, ownership of
equipment: customer
Installed base

Service
transformation
strategy
Vendor-agnostic
‘operations services’
Own and third party
products, Customer
orientation
Outsourcing Partner,
Development Partner
(Gebauer, 2008)
Managed services,
asset availability,
system integration,
technical consultancy.
S-D logic

Operational offering
Process-oriented
offering, ownership of
equipment: customer
Installed base (partially)
/ change of strategies
Rental Offering
Product-oriented
offering, ownership of
equipment: supplier

Outsourcing Partner
Reconfiguring the
responsibilities within
the value chain through
offering operational
services in order to
take over the operating
risk and full
responsibility for the
customer’s operating
processes.
(Gebauer, 2008);
Business services
(Kotler, 1994); Processoriented services (Oliva
& Kallenberg, 2003);
Operational services
and system integration
(Davies, 2004)
Operational services:
Managing the whole
maintenance function,
operating the product,
managing spare parts
logistics, operating
repair teams for
customers, managing
the training and
personnel
development.
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↓ Outsourcing partner

↑ Customer support
service provider

Value Partner
Mainly service based,
customized
Pure integrated solution
solution/performance
provider
Taking over process
responsibility
(integrated process
solutions), effects
rather than specs, joint
development,
performance
guarantees (uptime).

↓ Development Partner

Performance Offering
Process-oriented
offering, ownership of
equipment: supplier
Fully-fledged integrated
solutions
Change of strategies

↓ Development Partner
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Service strategies
(Gebauer, Edvardsson,
Gustafsson, & Witell,
2010)

Development Partner
Co-producing R&D
services within the presales phase in order to
possess a unique and
hard-to-imitate
competency position.
Business services
(Kotler, 1994); Processoriented services (Oliva
& Kallenberg, 2003);
Operational services
and system integration
(Davies, 2004)
R&D-oriented services:
Process design,
process-oriented
engineering (tests,
optimization,
simulation),
development services,
construction (design)
services, business
consulting in product
and process
development.
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A typology of service
strategies
(Matthyssens, &
Vandenbempt, 2010)

Service strategies
(Raddats, & Burton, 2011;
Raddats, & Easingwood,
2010)

↑ Outsourcing Partner

↑ Outsourcing Partner

Integrated solutions in the
capital goods industry
(Windahl, & Lakemond,
2010)

Solution Partner
Mainly product based,
customized
Close to Complex
Product Systems
(Davies, 2004)
Audits, upgrade
suggestions, project
engineering,
consultancy services,
operational contracts,
proactive attitude.
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Comparison III
Service strategies
(Gebauer, Edvardsson,
Gustafsson, & Witell,
2010)

Typische
Servicestrategien
(Gebauer, Hildenbrand, &
Fleisch, 2006)

Customer Service
Strategy
Adding customer
service to the sales
phase within the
existing customer
activity chain to
augment the product
offering.
Customer Service
(Mathieu, 2001b)
Customer service:
Information services,
basic advice services,
documentation,
transport to client,
installation /
commissioning
After-Sales Service
Provider
Offering basic services
for the installed base
in the after-sales
phase to react as fast
as possible to any
product breakdowns.
Basic services for the
installed base (Oliva &
Kallenberg, 2003);
Repair services
(Kotler, 1994)
Basic services for the
installed base:
Product-oriented
training, help desk,
inspection services,
diagnosis services,
repair services.
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Dienstleistungsarten
(Swissmem, 2005)

Ausbaustufen der
Dienstleistungen
(Gebauer, & Ammann,
2006)

Verkaufsbegleitende
Dienstleistungen
Projekt-management,
KostenNutzenanalysen,
Machbarkeitsuntersuchungen,
Vermittlung von
Gebraucht-maschinen,
Finanzierungs-hilfen
für den Kunden,
Konfigurationssoftware, Produktdokumentation auf
dem Internet.

Klassischer
Kundendienst
Reparaturen,
Inspektionen,
Basisschulungen der
Mitarbeiter des
Kunden, Verkauf von
Ersatzteilen.
10-20 % Umsatzanteil,
12 % Operative Marge

Produktbegleitende
Dienstleistungen
Service- und
Wartungsdienstleistungen, Montage
und Inbetriebnahme,
Demontage und
Entsorgung,
Fernwartung und
Diagnose, Betreuung
ähnlicher Produkte
anderer Hersteller,
Angaben zu Service
und Unterhalt auf dem
Internet, elektronische
Bestellung von
Ersatzteilen,
Konsignations-lager
für Werkzeuge und
Ersatzteile beim
Kunden.

Ersatzteil-Service
Ersatzteile,
Identifikation,
Lieferung,
Bestellsysteme.
Austausch-modulService
Austauschmodule,
Identifikation,
Lieferung, Recycling,
Vergütung.
Produkt-Support
Wartung, Reparatur,
präventive Wartung,
Serviceverträge.
↓ Customer Support
Service Provider
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Service strategies
(Gebauer, Edvardsson,
Gustafsson, & Witell,
2010)

Typische
Servicestrategien
(Gebauer, Hildenbrand, &
Fleisch, 2006)

Dienstleistungsarten
(Swissmem, 2005)

Customer Support
Service Provider
Offering advanced
maintenance services
to prevent any product
breakdowns within the
after-sales phase.
(Gebauer, 2008);
Maintenance services
(Kotler, 1994)
Maintenance services:
Preventive
maintenance, full
maintenance contracts,
annual maintenance
activities, service-level
agreements on
maintenance, process
optimization through
continuous
maintenance.

Aktive Kundenunterstützung
Präventive Wartung,
umfangreiche Schulung
der Anwender,
Prozess-optimierung,
umfassende Wartungsverträge.
Bis zu 30 %
Umsatzanteil, 5-10 %
Operative Marge

Betreuung des
Kunden
Betriebs-wirtschaftliche
und technische
Schulung, Remote
Training, Kundenzeitschriften, Kundenveranstaltungen,
telefonische Hotlines,
CRM.

Outsourcing Partner
Reconfiguring the
responsibilities within
the value chain through
offering operational
services in order to
take over the operating
risk and full
responsibility for the
customer’s operating
processes.
(Gebauer, 2008);
Business services
(Kotler, 1994); Processoriented services (Oliva
& Kallenberg, 2003);
Operational services
and system integration
(Davies, 2004)
Operational services:
Managing the whole
maintenance function,
operating the product,
managing spare parts
logistics, operating
repair teams for
customers, managing
the training and
personnel
development.

Übernahme von
Kundenprozessen
Aktive Kundenunterstützung zur
Übernahme von
Kunden-prozessen.
Betreiben der eigenen
Maschinen beim
Kunden. Gerätebewirtschaftung
(Beschaffung,
Verwaltung,
Instandhaltung,
Finanzierung).
60-100 %
Umsatzanteil, 3-7 %
Operative Marge

Unterstützung des
Kunden in seinem
Geschäft
Prozess-optimierung,
Betreibermodelle, Total
Cost of Operation
Modelle, Absatzhilfe
und Marketingunterstützung, Just in
Time Lieferungen.
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Ausbaustufen der
Dienstleistungen
(Gebauer, & Ammann,
2006)
↑ After-Sales Service
Provider

Business-Support
Betreibermodelle,
Miete, Leasing,
Finanzierung,
Beratung, Schulung,
Occasions-geschäft.
↓ Development Partner
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Service strategies
(Gebauer, Edvardsson,
Gustafsson, & Witell,
2010)

Typische
Servicestrategien
(Gebauer, Hildenbrand, &
Fleisch, 2006)

Dienstleistungsarten
(Swissmem, 2005)

Development Partner
Co-producing R&D
services within the presales phase in order to
possess a unique and
hard-to-imitate
competency position.
Business services
(Kotler, 1994); Processoriented services (Oliva
& Kallenberg, 2003);
Operational services
and system integration
(Davies, 2004)
R&D-oriented services:
Process design,
process-oriented
engineering (tests,
optimization,
simulation),
development services,
construction (design)
services, business
consulting in product
and process
development.

Professionelle
Entwicklungspartners
chaft
Nach individuellen
Ansprüchen speziell
entwickelte und
gebaute Anlagen.
25-40 % Umsatzanteil,
5-8 % Operative Marge

Produktverbesserung
Nachrüstung und
Upgrading, Anpassen
der Produkte an
Kundenwünsche,
gemeinsame
Entwicklung von
Produkten für
optimierte oder neue
Herstellprozesse beim
Kunden.

Ausbaustufen der
Dienstleistungen
(Gebauer, & Ammann,
2006)
↑ Outsourcing Partner

Innovative
Gesamtproblemlösungen
Umfassende
Unterstützung des
Kunden in der
Evaluations-, der Kaufund der
Nutzungsphase.
Produkt- und Kundenunterstützende
Dienstleistungen.
Gesamtproblem-löser.
30-45 % Umsatzanteil,
8-11 % Operative
Marge
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Organisational Challenges

Reference

Challenges

Martin and Horne (1992)

 the rethinking of the client’s role as co-producer
 the design and management of a new service development process

Johnstone, Dainty, and Wilkinson
(2008)

 the issue to have a clear service strategy
 the embedding of a service culture
 the issues of organisational complexity and fragmentation

Johnstone, Dainty, and Wilkinson
(2009)






the development of a customer-orientation
better knowledge and information management strategies
the organisation for service delivery
the engagement of employees that support the new service business

Gopalani (2010)






inability to detach services resources from product support roles
misaligned go-to market model to sell services
organisational paralysis due to perceived channel conflict
the inability to adopt a different business model (services- vs goodscentric business model)

Salonen (2011)

 the cultural reorientation from goods to solutions
 the external effectiveness at the customer interface, the internal
efficiency of operations
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Organisational Parameters and Organisational Design Elements in Research Literature

T

L

Elements in Text

C

CU

P

R

M

HR

Organisational Parameters /
Organisational Elements

OS

Context

BM

OE

Topic

OP

Group

CH

Author(s)

F

A6
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CH = Challenges, F = Strategy-Structure Fit, OP = Organisational Parameters, OE = Organisational Design Elements, BM = Business Model
HR = Human Resources, OS = Organisational structure, M = Measurements, R = Rewards, P = Processes, CU = Customer, C = Culture, L = Leadership, T = Technology
Industry Classification according to United Nation International Standard Industrial Classification (ISIC), Rev.4
Bowen et al. (1989)

X

Organisational
arrangements

Manufacturing

X

X

X

X

Climate and culture, customer data on organisational
effectiveness, integrate production and marketing,
establish relational markets, evaluate interpersonal
competencies of personnel, utilise unobtrusive control
mechanism with personnel, manage customer
participation

Industrial

Martin and Horne
(1992)

X

Strategic hurdles

Multiple Industries

X

X

Productivity management of the client (client
productivity concept, productivity measurement,
productivity management), new service development
(perception about the process, actual process, analysis
perception versus reality)

Consumer & Industrial

Lytle et al. (1998)

X

Organisational service
orientation

Multiple Industries
(financial activities,
wholesale)

X

X

X

X

Service leadership (servant leadership, vision), service
encounter (customer treatment, employee
empowerment), service systems (failure prevention and
recovery, technology, communication), human
resource management (training, rewards)

X

Assets (IT systems, performance tracking systems,
efficiency improving equipment), unique skills (peopleoriented-commercial technicians, relational marketing
skills, project management), culture, organisation,
human resource management (flexible, transparent
organisation, teamwork, empowerment,
entrepreneurship, learning)

Consumer
Matthyssens and
Vandenbempt (1998)

X

Drivers and key
processes/capabilities of
competitive advantage

Multiple Industries
(manufacturing,
wholesale)

X

X

X

X

X

X

Industrial

Shepherd and
Ahmed (2000)

X

Organisational
adjustments

Manufacturing
(computer, electronic)
Industrial

X

X

X

Key organisational processes, rewards/compensation
schemes, effective communications, effective
measures, organisational structure, competences
(technical, integration, market/business knowledge)

T

X

L

X

Elements in Text

C

X

CU

X

P

Manufacturing
(computer, electronic)

R

The star model

M

Organisational Parameters /
Organisational Elements

OS

X

Context

BM

OE

OP

X

Topic

HR

Galbraith (2002)

F

Group

CH

Author(s)

Strategy, people, rewards, processes, structure,
strategy

Industrial
Homburg et al.
(2003)

X

Strategy implementation:
Soft Factors

Manufacturing
(machinery, electrical,
metal products)

X

X

Corporate culture, human resource management

X

Separate organisation, monitoring systems, cultural
change, global service infrastructure, new
capabilities/skills, relationship-based customer
interaction, new distribution channels

Industrial
Oliva and Kallenberg
(2003)

X

X

-

Windahl et al. (2004)

X

Implications of
integrated solutions

Gebauer et al. (2005)

X

Organisational
arrangements

Manufacturing
(machinery)

X

X

X

Industrial
Manufacturing
(machinery & equipment,
electrical)

X

X

X

New organisational competences (technical,
integration, market/business knowledge), intimate
customer interaction, increasing role of service
organisations

Industrial
Manufacturing
(equipment)

X

X

X

X

Industrial

Neu and Brown
(2005)

X

X

Factors of organisation

Manufacturing
(computer,
communication)

X

X

X

X

X

Establishing a market-oriented and clearly defined
service development process, focusing service offers
on the value proposition to the customer, initiating
relationship marketing, defining a clear service
strategy, establishing a separate service organisation,
creating a service culture
Strategy, human resources, structure, measurements
and rewards, processes

Industrial
Gebauer, Friedli, et
al. (2006)

X

Success factors

Manufacturing
(machinery &
equipment)
Industrial

Appendices

X

X

X

X

Market-oriented service development and clearly
defined service development process, service offering
focusing on the value proposition to the customer,
relationship marketing, separate service organisation,
establishing a service culture
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X

X

X

X

T

CU

P

HR

R

Manufacturing
(machinery &
equipment)

M

Success factors

Elements in Text

L

X

Organisational Parameters /
Organisational Elements

OS

Context

BM

Topic

C

Gebauer (2007b)

OE

OP

F

Group

CH

Author(s)
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Cognitive phenomena, managerial motivation,
formulation of service strategy, establishing a service
development process, increasing the breath of service
offering, establishing a relationship-based service
marketing, defining a pricing approach for services,
setting up a separate service organisation.

Industrial
Antioco et al. (2008)

X

Organisational
parameters

Manufacturing

X

X

X

X

X

Industrial
Johnstone et al.
(2008)

X

Challenges delivering
product-service

Multiple industries
(manufacturing,
construction)

X

X

Top management’s commitment to and visionary
leadership of services, service rewards, service
technology, cross-functional communication of service
employees, service training, customer treatment
Ambiguity around service strategy, embedding a
service culture, and issues of organisational complexity
and fragmentation

Industrial
Neu and Brown
(2008)

X

X

Organisational factors

Manufacturing
(computer,
communication)

X

X

X

X

X

X

X

X

Strategy, people, structure, measurements and
rewards, processes

Industrial
Baines, Lightfoot,
Peppard, et al.
(2009)

X

Characteristics of
operations: structural &
infra structural

Manufacturing
(machinery &
equipment)

X

X

Industrial
Björkdahl (2009)

X

Business model

Manufacturing
(machinery, metal
products)
Industrial

X

X

X

Process and technology, capacity, facilities, supply
chain positioning, planning and control, human
resources, quality control, product/service range, new
product/service introduction, performance
measurement, customer relations, supplier relations
Customer value, customer segment, offerings, revenue
model, sourcing, distribution/selling

Gebauer et al. (2009)

X

T

L

Elements in Text

C

CU

HR

P

Manufacturing
(machinery & equipment,
electronic)

R

Organisational
structures

Organisational Parameters /
Organisational Elements

M

Context

OS

Topic

BM

OE

OP

F

Group

CH

Author(s)

X

Organisational structures (intrafirm collaboration,
interfirm collaborations, integrating business unit
responsibility), Organisational functions (product
development, product management, sales,
manufacturing, business controlling, product business
development, logistic support, product sales)

Industrial
Johnstone et al.
(2009)

X

Operational implications
of product-service

Manufacturing (aircraft)

X

X

X

X

Industrial
Gebauer,
Edvardsson, and
Bjurko (2010)

X

Cultural elements

X

Organisational design
factors

Manufacturing
(machinery & equipment,
electronic)

Customer-orientation, knowledge and information
management, organisation and employee engagement
(human resource management, reward planning,
cultural shift)

X

Cultural elements (management values, management
behaviour, employee values, employee behaviour)

X

Service orientation of corporate culture (corporate
values, employees behaviour), human resource
management (personnel recruitment, training,
assessment and compensation), organisational
structures (organisational distinctiveness, proximity of
the service organisation to customers)

X

Corporate culture (corporate values, employee
behaviour), human resource management (personnel
recruitment, training, assessment and compensation),
organisational structures (organisational
distinctiveness, proximity of the service organisation to
customers), service development (formality of the
service development process, customer involvement in
the service development process)

Industrial
Gebauer,
Edvardsson,
Gustafsson, et al.
(2010)

X

X

Manufacturing
(machinery &,
equipment, electronic)

X

X

X

X

Industrial
Gebauer, Fischer, et
al. (2010)

X

X

Organisational design
elements

Manufacturing
(machinery &,
equipment, electronic)
Industrial

Appendices

X
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X

X

X

X

X

X

T

X

L

Manufacturing

C

M

Business model

CU

OS

X

Elements in Text

P

Organisational Parameters /
Organisational Elements

R

Context

HR

X

Topic

BM

Gopalani (2010)

F

Group

CH

Author(s)

OE
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OP
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All services under a single P&L statement, value
proposition, target segment, operating model, channel
partners, distinct services processes, services business
model, Partnering with ecosystem players, leadership
commitment, services culture, organization and skills,
focus on customer insight and the entire service value
chain

Industrial

Kindström (2010)

X

Service based business
model: key elements

Kujala et al. (2010)

X

Key elements of a
business model

Manufacturing
(machinery & equipment,
transport, …)

X

X

Value proposition, revenue mechanisms, value chain,
value network, competitive strategy, target market

X

X

Customers, value proposition for customer, competitive
strategy, position in the value network, supplier’ internal
organisation and its key capabilities, logic of revenue
generation

Consumer & Industrial
Manufacturing (electrical
equipment)
Industrial
Salonen (2011)

X

Key organisational
challenges

Manufacturing
(machinery &
equipment)

X

X

Cultural reorientation, external effectiveness at the
customer interface, internal efficiency of operations

Industrial
Raddats and Burton
(2011)

X

Corporate structure

Manufacturing

X

Combined product and service strategic business unit
(SBU), independent service SBU, customer-focused
SBU

Industrial
Storbacka (2011)

X

Solution platform

Multiple industries
(manufacturing,
information, …)
Consumer & Industrial

X

X

X

X

X

X

X

Strategic planning, management system, infrastructure
support, human resource management

Storbacka et al.
(2013)

X

Solution business model
continua

T

X

L

X

Elements in Text

C

HR
Elements of canvas
business model

CU

X

X

P

Manufacturing
(machinery &
equipment)

Barquet et al. (2013)

R

Organisational Parameters /
Organisational Elements

M

Context

OS

Topic

BM

OE

OP

F

Group

CH

Author(s)

Key partners, key resources, key activities, value
proposition, customer relationship, distribution
channels, customer segment, cost structure, revenue
streams

Industrial
Multiple industries
(manufacturing,
information, …)
Consumer & Industrial

Appendices

X

X

X

X

Customer embeddedness (relationship with customer),
offering integratedness (integration of offering
components), operational adaptiveness (need to adapt
solutions to the customer’s situation and processes),
organisational networkedness (dependency actors
within solution business network)
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Definitions of a Business Model

Osterwalder et. al.

Definition(s)
“A business model is a conceptual tool that contains a set of elements and their relationships and allows
expressing a company’s logic of earning money. It is a description of the value a company offers to one or
several segments of customers and the architecture of the firm and its network of partners for creating,
marketing and delivering this value and relationship capital, in order to generate profitable and sustainable
revenue streams.” (Osterwalder, 2004, p. 15; Osterwalder et al., 2005, p. 10)
Direction for the reflection on the business model concept:
A business model is a conceptual tool containing a set of objects, concepts and their relationships with the
objective to express the business logic of a specific firm. Therefore we must consider which concepts and
relationships allow a simplified description and representation of what value is provided to customers, how this
is done and with which financial consequences. (Osterwalder et al., 2005, p. 3)

Chesbrough & Rosenbloom

A business model describes the rational of how an organization creates, delivers, and captures value.
(Osterwalder & Pigneur, 2010, p. 14)
“The functions of a business model are to
- articulates the value proposition, i.e. the value created for users by the offering based on the technology;
- identify a market segment, i.e. the user whom the technology is useful and for what purpose, and specify the
revenue generation mechanism(s) for the firm;
- define the structure of the value chain within the firm required to create and distribute the offering, and
determine the complementary assets needed to support the firm’s position in this chain;
- estimate the cost structure and profit potential of producing the offering, given the value proposition and value
chain structure chosen;
- describe the position of the firm within the value network linking suppliers and customers, including
identification of potential complementors and competitors;
- formulate the competitive strategy by which the innovating firm will gain and hold advantage over rivals.”
(Chesbrough & Rosenbloom, 2002, p. 533)
“… the business model starts by creating value for the customer, and constructs the model around delivering
that value. There is some attention to capturing a portion of the value created...” (Chesbrough & Rosenbloom,
2002, p. 535)

Amit & Zott

Johnson, et al.

“A business model is a way to create value for a business and then to capture at least some of that value for
the organisation.” (Chesbrough, 2011, p. 90)
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“A business model, from our point of view, consists of four interlocking elements ([customer value proposition,
profit formula, key resources, and key processes)] that, taken together, create and deliver value.” (M. W.
Johnson et al., 2008, p. 52)

“A business model depicts the content, structure, and governance of transactions designed so as to create
value through the exploitation of business opportunities.” (Amit & Zott, 2001, p. 511)
“…we conceptualize a firm’s business model as a system of interdependent activities that transcends the focal
firm and spans its boundaries. The activity system enables the firm, in concert with its partners, to create value
and also to appropriate a share of that value.” (Zott & Amit, 2010, p. 216)

Appendices

Elements in Business Models

Markides
(1999)

Kaplan &
Norton (1992)
-BSC

Osterwalder
(2004)
- Pillar

Osterwalder, et al.
(2010, 2005, 2004)
-Building Blocks

Chesbrough & Rosenbloom
(2010, 2006, 2002)
- Function of a business model

Johnson, et al.
(2010, 2008)
- Elements

Amit & Zott
(2010, 2001)
- Design Elements

What?

Innovation &
Learning
Perspective

Product

Value Proposition
(Value Proposition;
Value Proposition/Offering)

Value Proposition

Customer Value Proposition

(Value)

How?

Internal
Business
Perspective

Infrastructure
Management

Key Activities
(Value Configuration;
Value Configuration/Activities)

Value Chain

Key Processes

Activity system structure
(Transaction structure)

Key Resources

Activity system content
(Transaction content)

Key Resources
(Core Competencies;
Capabilities/Resources)
Key Partners
(Partner Network;
Partnership/Agreement)
Customer
Perspective

Customer
Interface

Activity system governance
(Transaction governance)

Customer Relationships
(Relationship;
Relationship/Mechanism)
Channels
(Distribution Channels;
Distribution Channel/Link)

Financial
Perspective

Financial
Aspects

Customer Segments
(Target Customer;
Target Customer/Criterion)

Market Segment

(Customer Value Proposition)

Cost Structure
(Cost Structure;
Cost Structure/Account)

Revenue Generation

Profit Formula

Revenue Streams
(Revenue Model;
Revenue Model/Pricing)

Businss model

Who?

Value Network

Revenue model

A8

Competitive Strategy
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Value Proposition
Osterwalder, et al.
(2004, 2005, 2010)
Value Proposition (2004): “A value proposition
is an overall view of a company’s bundle of
products and services that are of value to the
customer.”
 It represents value for one or several target
customers and is based on one or several
capabilities.
 Is a set of offerings with the attributes
reasoning, value level, price level and life
cycle.
 Value is created either through use (main
value), reduction of customer risk or by
making customer’s life easier.
 Companies can integrate their customers into
the creation process and create additional
value.
Value Proposition (2005): “Gives an overall
view of a company’s bundle of products and
services.”
Value Proposition (2010): “describes the
bundle of products and services that create
value for a specific Customer Segment.”
 Newness, performance, customization,
getting-the-job-done, design, brand/status,
price, cost reduction, risk deduction,
accessibility, convenience/useability
 What value do we deliver to the customer?
Which one of our customer’s problem are we
helping to solve? Which customer needs are
we satisfying? What bundles of products and
services are we offering to each Customer
Segment?

Chesbrough & Rosenbloom
(2002, 2006, 2010)
Value Proposition: “the value created for users
by the offering.”
 Preliminary definition of what the product
offering will be and in what form a customer
may use it. (2002, 2006)
 What customer problem are you solving? And
how big a problem is that to the customer?
(2006)
 A service focus can alter the value
proposition for a business. One way is by
converting a fixed asset into a smaller
variable expense that goes up and down with
the business. (2010)
 Recover the investment in the fixed asset by
leveraging the utilization advantage,
redesigning the product and service (cocreation), exploiting the greater information
gleaned from supporting customers, opening
new markets. (2010)

Johnson, et al.
(2008, 2010)
Customer Value Proposition: “An offering that
helps customer more effectively, reliably,
conveniently, or affordably solve an important
problem (or satisfy a job-to-be-done) at a given
price.”
 Target customer (2008)
 Job-to-be-done to solve an important
problem or fulfil an important need for the
target customer (2008, 2010)
 Offering, which satisfies the problem of fulfils
the need. This is defined not only by what is
sold but also by how it’s sold. (2008, 2010)

Amit & Zott
(2001, 2010)
(Value)

Key Activities
Osterwalder, et al.
(2004, 2005, 2010)

Chesbrough & Rosenbloom
(2002, 2006, 2010)

Johnson, et al.
(2008, 2010)

Amit & Zott
(2001, 2010)

Value Configuration (2004): “The Value
Configuration describes the arrangement of
activities and resources that are necessary to
create value for the customer.”

Value Chain: “structure […] that the firm
requires to create and distribute the offerings,
and determine the complementary assets
needed to support the firm’s position in this
chain. This includes the firm’s suppliers and
customers and should extend from raw
materials (or inputs) to the final customer.”

Key Processes: “The means by which a
company delivers on the customer value
proposition in a sustainable, repeatable,
scalable, and manageable way.”

Transaction structure (2001): “refers to the
parties that participate in the exchange and the
ways in which these parties are linked.
Transaction structure also includes the order in
which exchanges take place (i.e., their
sequencing), and the adopted exchange
mechanism for enabling transactions. The
choice of transaction structure influences the
flexibility, adaptability, and scalability of the
actual transactions.”

 It shows all activities necessary and the links
among them.
 It relies on a set of a set of capabilities.
 Defined by the attribute configuration type
(value chain, value shop, value network).
 Is a set of activities with the attributes
activity level (primary, support) and action
nature (e.g. logistics, operations).
 Activities are actions a company performs in
order to create and market value and
generate profit.
 They are executed be the firm or one of its
partners.
Value Configuration (2005): “describes the
arrangement of activities and resources.”
Key Activities (2010): “describes the most
important things a company must do to make its
business model work.”
 Production, problem solving,
platform/network
 What key activities do our value propositions
require? Our distribution channels?
Customer relationships? Revenue streams?

Appendices

 Needed to deliver offerings (2002)
 Creating and appropriating value also
involves third parties, both within the vertical
value chain, and from the value network
(Christensen & Rosenbloom, 1995). (2002)
 The value chain coordinated the many
activities needed to create and deliver the
pain reliever to the intended customer.
(2006)
 And within the firm, the presence of
complementary assets such as
manufacturing, distribution, and brand helps
the firm to keep some of the value it creates
(Teece, 1996). (2006)
 Using economies of scope, you can offer to
take over one of the customer’s processes.
(2010)

 As well as rules, metrics, and norms, that
make the profitable delivery of the customer
value proposition repeatable and scalable.
Might include:
 Processes: design, product development,
sourcing, manufacturing, marketing, hiring
and training, IT
 Rules and metrics: margin requirements for
investment, credit terms, lead times, supplier
terms
 Norms: opportunity size needed for
investment, approach to customers and
channels. (2008, 2010)

 Network size
 Ways in which parties are linked and
exchanges are executed
 Order and timing of exchanges
 Market mechanism
 Flexibility and adaptability of transaction
structure
Activity system structure (2010): “describes
how the activities are linked (e.g., the
sequencing between them), and it also captures
their importance for the business model, for
example, in terms of their core, supporting or
peripheral nature.”
 How should they [activities] be linked and
sequenced?
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Key Resources
Osterwalder, et al.
(2004, 2005, 2010)

Johnson, et al.
(2008, 2010)

Amit & Zott
(2001, 2010)

Capability (2004): “A capability is the ability to
execute a repeatable pattern of actions that is
necessary in order to create value for the
customer.”

Key Resources: “The unique people,
technology, products, facilities, equipment,
funding, and brand required to deliver the value
proposition to the customer”.

Transaction content (2001): “refers to the
goods or information that are being exchanged,
and to the resources and capabilities that are
required to enable the exchange.”

 A firm has to dispose of a number of
capabilities to be able to offer its value
proposition.
 Is based on a set of resources from the firm
(in-house) or its partners (outsourced).
 Resources are described by the resource
type (tangible, intangible, human resources).
 It is related to one or more activities (fit, flow,
shared).

Needed to deliver the customer value
proposition profitably. Might include:
 People
 Technology, products
 Equipment
 Information
 Channels
 Partnerships, alliances
 Brand (2008, 2010)

Activity system content (2010): “refers to the
selection of activities, i.e., those that are
performed.”

Core Competency: “Outlines the competencies
necessary to execute the company’s business
model.”
Key Resources (2010): “describes the most
important assets required to make a business
model work.”
 Physical, intellectual, human, financial
 What key resources do your value
propositions require? Our distribution
channels? Customer Relationships?
Revenue Streams?

Chesbrough & Rosenbloom
(2002, 2006, 2010)

 What activities should be performed?

Key Partners
Osterwalder, et al.
(2004, 2005, 2010)

Chesbrough & Rosenbloom
(2002, 2006, 2010)

Partnership (2004): “A partnership is a
voluntarily initiated cooperative agreement
between two or more companies in order to
create value for the customer.”

Value Network: “Position of the firm […] (also
referred to as the “ecosystem”), linking suppliers
and customers, including identification of
potential complementors and competitors”

 Agreement in order to carry ot activities jointly
by coordinating the necessary capabilities,
resources and activities.
 Perspectives: transaction cost economies,
resource-based view, organisational learning
and co-opetition.
 Is a set of agreements with the attributes
reasoning, strategic importance, degree of
competition, degree of integration and
substitutability.
 The reasons are: optimisation and economies
of scale, reduction of risk and uncertainty or
acquisition of resources.

 The value network creates around a given
business shapes the role that suppliers,
customers and third parties play in
influencing the value captured from
commercialization of an innovation. (2002,
2006)
 The value network increases the supply of
complementary goods on the supply side,
and can increase the network effects among
customers on the demand side. (2002)
 The network also helps you specialize your
service by allowing you to team up with
complementary providers of other services
instead of supplying them yourself. (2010)
 You have the possibility of building a platform
for you services. (2010)

Partner Network (2005): “Portrays the network
of cooperative agreements with other
companies necessary to efficiently offer and
commercialize value.”

Johnson, et al.
(2008, 2010)

Amit & Zott
(2001, 2010)
Transaction governance (2001): “refers to the
ways in which flows of information, resources,
and goods are controlled by the relevant
parties. It also refers to the legal form of
organization, and to the incentives for the
participants in transactions.”
 Nature of control mechanism, e.g. trust,
incentives
Activity system governance (2010): “refers to
who performs the activities.”
 Who should perform them [activities], and
Where?

Key Partners (2010): “describes the network of
suppliers and partners that make the business
model work.”
 Strategic alliances between non-competitors,
co-opetition, joint venture, buyer-supplier
relationships
 Who are our key partners? Who are our key
suppliers? Which key resources are we
acquiring from partners? Which key activities
do partners perform?
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Customer Relationships
Osterwalder, et al.
(2004, 2005, 2010)
Relationship (2004): “The relationship
describes the kind of link a company
establishes between itself and the customer.”
 The element describes the relationship a
company establishes with a target customer
segment.
 It can be classified according their customer
equity goals, which are acquisition, retention,
and add-on selling.
 Is a set of relationship mechanisms with the
attributes reasoning, value level, buying/value
life cycle and function.
 A relationship mechanism can (but not
necessarily has to) contribute to value
creation in three ways (use, risk, efforts).
Relationship (2005): “Explains the kind of links
a company establishes between itself and its
different customer segments.”
Customer Relationships (2010): “describes
the type of relationships a company establishes
with specific Customer Segments.”
 Personal assistance, self-service, automated
services, communities, co-creation
 What type of relationships does each of our
customer segments expect us to establish
and maintain with them? Which ones have
we established? How costly are they? How
are they integrated with the rest of our
business model?

Chesbrough & Rosenbloom
(2002, 2006, 2010)

Johnson, et al.
(2008, 2010)

Amit & Zott
(2001, 2010)

Channels
Osterwalder, et al.
(2004, 2005, 2010)

Chesbrough & Rosenbloom
(2002, 2006, 2010)

Johnson, et al.
(2008, 2010)

Amit & Zott
(2001, 2010)

Distribution Channel (2004): “A distribution
channel is a means of getting in touch with the
customer.”
 It describes how a company delivers a value
proposition to a target customer segment.
 Is a set of links with the attributes reasoning,
value level, price level and buying/value life
cycle.
 In addition to the traditional role of simply
delivering value modern channels and their
links increasingly have the potential for value
creation and thus contribute to a firm’s value
proposition.
Distribution Channel (2005): “describes the
various means of the company to get in touch
with its customers.”
Channels (2010): “describes how a company
communicates with and reaches its Customer
Segments to deliver a Value Proposition.”
 Through which channels do our customer
segments want be reached? How are our
channels integrated? Which ones work best?
Which ones are most cost-efficient? How are
we integrating them with customer routines?
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Customer Segments
Osterwalder, et al.
(2004, 2005, 2010)

Chesbrough & Rosenbloom
(2002, 2006, 2010)

Target Customer (2004): “The Target
Customer is a segment of customers a
company wants to offer value to.”

Market Segments: “the users to whom the
offering and its purpose are useful and for what
purpose.”

 It defines the type of customers a company
wants to address.
 Is a set of criterions, which can be of
geographical or socio-demographic nature,
used for market segmentation or the
characterisation of the customers.

 The business model must target a group of
customers, or a market segment, to whom
the proposition will be appealing and from
whom resources will be received. (2002,
2006)
 A customer can value a technology according
to its ability to reduce the cost of a solution to
an existing problem or its ability to create new
possibilities and solutions. (2002, 2006)
 Another way to redesign the business model
is to change the target customer for service.
(2010)

Target Customer (2005): “describes the
segments of customers a company wants to
offer value to.”
Customer Segments (2010): “defines the
different groups of people or organisations an
enterprise aims to reach and serve.”
 Mass market, niche market, segmented,
diversified, multi-sided platforms (or multisided markets)
 For whom are we creating value? Who are
our most important customers?

Johnson, et al.
(2008, 2010)

Amit & Zott
(2001, 2010)

Cost Structure
Osterwalder, et al.
(2004, 2005, 2010)

Chesbrough & Rosenbloom
(2002, 2006, 2010)

Johnson, et al.
(2008, 2010)

Amit & Zott
(2001, 2010)

Cost Structure (2004): “The Cost Structure is
the representation in money of all the means
employed in the business model.”

Revenue Generation: “mechanism for the firm
and estimating the cost structure and profit
potential of producing the offering, given the
value proposition and value-chain structure
chosen (profit and loss, and forecast)”

Profit Formula: “The economic blueprint that
defines how the company will create value for
itself and its shareholders. It specifies the
assets and fixed cost structure, as well as the
margins and velocity required to cover them”.

Revenue model (2001): “refers to the specific
modes in which a business model enables
revenue generation.”

 ‘architecture of the revenues’ – how a
customer will pay, how much to charge and
how the value created will be apportioned
between customers, the firm itself and
suppliers. (2002)
 Target margins provide the justification for
the real and financial assets required to
realize the value proposition.

 Revenue model: How much money can be
made: price x volume. Volume can be
thought of in terms of market size, purchase
frequency, ancillary sales, etc. (2008, 2010)
 Cost structure: How costs are allocated:
includes cost of key assets, direct costs,
indirect costs, economies of scale. (2008,
2010)
 Margin model: How much each transaction
should net to achieve desired profit levels.
(2008, 2010)
 Resource velocity: How quickly resources
need to be used to support target volume.
Includes lead times, throughput, inventory
turns, asset utilization, and so on. (2008,
2010)

 It measures all the costs the firm incurs in
order to create, market and deliver value to
its customers,
 Is a set of accounts with the attributes sum
(monetary value of the account) and
percentage (contribution to the total cost
structure).
Cost Structure (2005): “Sums up the monetary
consequences of the means employed in the
business model.”
Cost Structure (2010): “describes all costs
incurred to operate a business model.”
 Cost-driven, value-driven, fixed costs,
variable costs, economies of scales,
economies of scope
 What are the most important costs inherent in
our business model? Which key resources
are most expensive? Which key activities are
most expensive?
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 Subscription fees, advertising fees, and
transactional income (including fixed
transaction fees, referral fees, fixed or
variable sales commissions, and mark-ups on
direct sales of goods)
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Revenue Streams
Osterwalder, et al.
(2004, 2005, 2010)
Revenue Model (2004): “The Revenue Model
describes the way a company makes money
through a variety of revenue flows.”
 Is a set of revenue streams and pricings
with the attributes stream type (selling,
lending, licensing, transaction, cut,
advertising), percentage (contribution to the
total revenue model) and pricing method.
 The pricing method can be fixed pricing,
differential pricing or market pricing.
Revenue Model (2005): “Describes the way a
company makes money through a variety of
revenue flows.”
Revenue Streams (2010): “represents the cash
a company generates from each Customer
Segment (cost must be subtracted from
revenues to create earnings).”
 Asset sales, usage fee, subscription fees,
lending/renting/leasing, licensing, brokerage
fee, advertising
 For what value are our customers really
willing to pay? For what do the currently pay?
How are they currently paying? How would
they prefer to pay? How much does each
Revenue Stream contribute to overall
revenues?

Chesbrough & Rosenbloom
(2002, 2006, 2010)

Johnson, et al.
(2008, 2010)

Amit & Zott
(2001, 2010)

Competitive Strategy
Osterwalder, et al.
(2004, 2005, 2010)

Chesbrough & Rosenbloom
(2002, 2006, 2010)

Johnson, et al.
(2008, 2010)

Amit & Zott
(2001, 2010)

Competitive Strategy: “by which the innovating
firm will gain and hold an advantage over rivals”
 Key factors to sustaining competitive success
include the ability to gain differential access
to key resources, the creation of internal
processes that are valuable to customers and
difficult for competitors to imitate, and past
experience and future momentum of the firm
in the market (Teece, Pisano, Shuen, 1997).
(2006)
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Premises for the Business Model Concept
Osterwalder, et al.
(2004, 2005, 2010)

Chesbrough & Rosenbloom
(2002, 2006, 2010)

Influences, References (2004):

Antecedents to the business model concept
(2002):

 Balanced scorecard approach (Kaplan &
Norton, 1992)
 Product: creating and co-producing value
 Value proposition: life cycle
 Target customer
 Channel: strategy and conflict
 Customer relationship
 Capabilities: core competencies, resources of
a firm
 Resources (RBV)
 Value configuration: value chain, value shop,
value network, activities
 Partnership: value networks, transaction cost
economies
 Revenue stream and pricing
 Cost structure








Strategy and Structure
Corporate Strategy
Business Strategy
Leverage the resources of the organisation
Dominant logic
Core competence

The business model as a mediating
construct (2002):
 Strategy of a business unit
 Capturing value using complementary assets
 Creating and appropriating value using value
networks

Johnson, et al.
(2008, 2010)

Amit & Zott
(2001, 2010)
Sources of value creation (2001):
 Value chain analysis
 Schumpeterian innovation
 Resource-based view (RBV) of the firm and
Dynamic capabilities
 Strategic networks
 Transaction cost economies

A9

Research Literature Using
Business Model Concepts in the Context of a Service Orientation

Author(s)

Research

S

C

B

S = Business model for one or multiple strategies (static)
C = Change in the business model or its elements, due to a change of the strategy (dynamic)
B = Business model elements based on: O = Osterwalder and Pigneur (2010), C = Chesbrough and Rosenbloom
(2002), - = own Business Model, * = modified version
Björkdahl (2009)

investigated corporations integrating information and communication
technologies into established mechanical engineering products and
described the observed changes in the business model elements.

X

C*

Tankhiwale (2009)

visualised the transition of a fictional, large incumbent
telecommunication service provider from a product-led organisation to a
customer-focused, service-driven company.

X

O

Kindström (2010)

identified the service innovation activities needed in each of the
business models’ elements for companies that shift their focus from
goods development and operations to a service-based business model.

X

C

Kujala et al. (2010)

developed a framework for the analysis of a project supplier’s business
models for delivering solutions. The business models are (1) basic
installed base services, (2) customer support services, (3) operations
and maintenance outsourcing, and (3) life-cycle solutions. Business
model elements were used to point out differences between business
models for five solutions delivered by a power plant supplier firm.

X

C*

Nenonen and Storbacka
(2010)

conceptualised a business model construct in order to enrich the
understanding of the management of value co-creation in business
networks (service-dominant logic).

X

-

Wikström et al. (2010)

utilised several business model elements to identify and analyse
business model within six project-based firms (e.g. shipbuilding,
telecom, power systems). Further, each of the identified business
models was classified according to the organisational entity to which the
model was related (single project, a firm or a network).

X

-

Björkdahl (2011)

explained the cause and effects of the phenomenon in which
manufacturing firms integrate information and communication
technologies in their established manufacturing goods and describes
changes in the business model.

Kujala et al. (2011)

analysed business models in five solutions that were delivered by a
power plant supplier firm and identified factors that influence the choice
of business model for a particular solution.

X

C*

Storbacka (2011)

developed a solution business model framework that assists companies
wishing to design business models by categorising capabilities and
management practices necessary for the effective management of such
a business model.

X

-

Barquet et al. (2013)

proposed a framework to support the adoption of a service strategy for
manufacturers employing a business model concept. A case study of a
machine tool manufacturer illustrates the application of the framework
and the characteristics proposed for each business model element.

X

O

Storbacka et al. (2013)

used a business model perspective to identify four continua that are
specific relevant for industrial firms transforming towards solution
business models. The continua helped to explore the opportunities and
challenges related to solution business model development in the
installed base and input-to-process business logic.

X
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X

X

C*

-
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Research Literature Related to the Service-Oriented Business Model
Business model elements and drivers of a service orientation

Author(s)

Value Proposition (VP)

Customer Relationship
(CR)

Channel (CH)

Customer (CU)

Partner Network (PN)

Value Configuration
and Activities (VA)

Resources and
Capabilities (RC)

Customisation

Long-term relationship

Customer knowledge

Value realisation
engagement

Partner co-operation

Service department
distinctiveness

Dependence on
operant resources

Organisational design elements
Shepherd and
Ahmed (2000)
Organisational
adjustments

The specific solution
can then be
constructed to meet
that need (p.103)

relationship with the
customer that locks
them into a mutually
beneficial, long-term
commitment (p.103)

Working with
customers to uncover,
or better define,
problems for which
solutions are required
(p.103)

Key competencies
need …: technical,
integration, and
market/… knowledge
competence (p.104)
Technological
leadership will be
displaced by the depth
of customer
relationships (p.105)

Galbraith (2002)
The star model

Homburg et al.
(2003)
Strategy
implementation:
Soft Factors

Customising for best
total solution (p.196)

It will need of a greater
amount of customer
knowledge (p.199)

The company will need
strong customercentric profit centres
(p.199)

Solutions create a new
demand for talent for
account managers and
project managers
(p.200)
Service orientation of
human resource
management:
personnel recruitment,
training, and
assessment/… (p.29)

Author(s)

VP

CR

Oliva and
Kallenberg
(2003)

The product becomes
part of the offering as
opposed to being the
centre of the value
proposition (p.169)

Customer interaction
changes from
transaction- to
relationship-based
(p.168)

-

CH

CU

PN

The necessity of
intimate customer
interaction (p.220)

Implications of
integrated
solutions

Partnering competence
refers to the ability of
solution providers to
build alliances and
partnerships with other
suppliers and
consultants in order to
offer integrated
solutions, and to
develop continuous
businesses in
partnership with their
customers (p.220)

The relationship
implied in integrated
solutions provision,
however, is more than
customer retention and
long-term relations
(p.220)
Providing integrated
solutions is about
continuous business,
where the provider
becomes part of the
customer’s on-going
operations (p.220)

Gebauer et al.
(2005)
Organisational
arrangements

Appendices

Service development
to the needs of
customers (p.18)

Initiating relationship
marketing makes it
possible to establish
an ongoing relationship
(p.19)

RC

Successful ﬁrms ran
the service
organization as a proﬁt
centre (or a separate
business unit) with
proﬁt-and-loss
responsibility (p.167)

Ongoing relationship
with the end-user
(p.169)
Windahl et al.
(2004)

VA

Obtaining information
about customer needs
(p.18)
Initiating relationship
marketing to build
relationships with
customers (p.19)

The increasing role of
the service
organisations, both for
business growth and
commercial innovation,
is observed in the case
studies (p.222)

New competence
requirements:
technical and
application, system
integration, partnering,
market/business and
consulting competence
(p.220)

Firms which are
successful in
increasing service
revenue ran decentralized service
organizations
with proﬁt-and-loss
responsibility (p.20)
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Author(s)

VP

CR

CH

CU

Neu and Brown
(2005)

Tailored service
program (p.8)

Customer-centred
orientation to direct
activities toward close
collaboration with
customers (p.8)

Adopting a market and
a customer-centred
orientation. (p.8)

Interfirm collaboration:
collaboration with
customers aided in
developing a shared
understanding of
market conditions and
the complex needs and
wants of business
customers. (p.12)

Relationship
marketing: continuous
communication
between customer and
service worker (p.380)

A market-orientation, in
particular the
identiﬁcation of
customer need (p.378)

Factors of
organisation

Gebauer, Friedli,
et al. (2006)
Success factors

Market-oriented
service development:
… identiﬁcation of
customer needs
(p.378)

Develop a learning
relationship with
individual customers
(p.9)

The purpose of this
expansion is to obtain
more advanced
knowledge about
customer’s operations
(p.380)

Focus on services
supporting the client
(p.380)

PN

VA

RC

Structural factors deal
with the integration of
business unit
responsibilities, intraand interfirm
collaboration, and
decentralized decisionmaking authority (p.11)

Each firm highlighted
their human resource
advantage (p.9)

Firms which
succeeded in
increasing service
revenue, were those
that ran decentralized
service organizations
with proﬁt-and-loss
responsibility (p.378)
Separate service
organisation (p.381)

Relationship marketing
(p.380)
Gebauer (2007b)
Success factors

Service development
process should be
based on a
comprehensive
understanding of
customer needs
(p.401)
Cover all customer
needs (p.401)

Relationship-based
service marketing:
continuous
communication over
the whole product life
cycle between
customer and
manufacturing
companies (p.402)

Service development
process should be
based on a
comprehensive
understanding of
customer needs
(p.401)
Establishing a
relationship-based
service marketing
(p.401)

Setting up a separate
service organisation:
With a separate
service organisation,
management can
create a service culture
with underlying service
values, without
replacing
manufacturing values
(p.403)

Hiring for behavioural
competencies,
technical expertise,
and attitude (p.10)

Author(s)

VP

CR

CH

CU

Antioco et al.
(2008)

(Ref) High degree
of customisation
(p.339, p.340)

Service offerings can
create long-term
relationships (p.339)

Information on current
or future needs (p.339)

SSC business
orientation can provide
tailored process- or
business-oriented
expertise (p.339)

SSC business
orientation creates
customer intimacy
between
manufacturers and
customers, enabling
them to exchange
specific knowledge,
develop closer
relationships, and cocreate value (p.339)

SSC business
orientation creates
customer intimacy
between
manufacturers and
customers, enabling
them to exchange
specific knowledge,
develop closer
relationships, and cocreate value (p.339)

Organisational
parameters

SSC business
orientation creates
customer intimacy
between
manufacturers and
customers, enabling
them to exchange
specific knowledge,
develop closer
relationships, and cocreate value (p.339)

PN

VA

RC

Success was
supported by structural
elements –
decentralized decisionmaking authority,
integrated business
unit responsibilities,
and intra-ﬁrm
collaboration (p.241)

ITC’s global service
organization is also a
key factor that enabled
the formation of
TechServ (p.238)

Customer treatment
(p.344)
Neu and Brown
(2008)
Organisational
factors

Forming a support
program to address
customer needs
(p.238)

Customer-centred
orientation to direct
activities toward close
collaboration with
customers (p.238)

Orientation toward the
market: a market and a
customer-centred
orientation (p.237)
Learning relationship
with customers (p.239)
In-depth customer
knowledge (p.240)

Foster a high degree
of inter-ﬁrm
collaboration to
support the integrative
strategy formation
process (p.249)

Human resource
policies to accumulate
and retain the people
needed to deal with
complexity (p.239)
Characteristics needed
to perform the roles:
they needed requisite
knowledge and
behavioural
competencies to
perform those roles.
(p.240)
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Author(s)

VP

CR

Baines, Lightfoot,
Peppard, et al.
(2009)

Focus on integrated
goods and service
offerings (p.505)

Customer relations:
manufacturing and
service operations
(p.512)

Characteristics of
operations:
structural &
infrastructural

Limited range of
physical products that
are closely combined
with varying “bundles”
of supporting services
(p.511)
New services will be
highly tailored to
customer expectations
(p.511)

Björkdahl (2009)
Business model

Integration of ICTs into
the technology base of
a product can open up
new sub-spaces in the
existing technical
performance and
functionality space
(p.1468)

Maintaining
relationships with
customers (p.512)

CH

CU

PN

New services will be
highly tailored to
customer expectations
and often codeveloped with the
customer. (p.511)

Supplier relations: to
be effective it is
important to align
supplier relations in
both internal and
external supply chains
(p.512)

The testing, reﬁnement
and improvement of
new
services tends to be
done “in the ﬁeld” with
the customer (p.511)

VA

RC
Production operations
… contrasts with
service operations
(p.510)
Value tends to be
delivered through
skilled workers who
have good customer
interface and
communication
capabilities (p.510)
Workers are required
who have both high
levels of product
knowledge and an
ability to manage and
develop ongoing
customer relationships
(p.510)

Sourcing of ICT
components and subsystems (p.1472,
p.1474, p.1475)

Author(s)
Gebauer et al.
(2009)
Organisational
structures

VP

CR

CH

CU
(Ref) Interﬁrm
collaborations between
capital goods
manufacturers and
existing customers
(p.107)
(Ref) Interﬁrm
collaborations between
manufacturers and
customers are also
described as
organizational clarity,
customer centricity,or
customer-centric
organization (p.108)

Gebauer,
Edvardsson, and
Bjurko (2010)
Cultural elements

PN

VA

RC

Intraﬁrm collaborations
between product and
service organization
(p.107)
Organizational
distinctiveness
between products
and service business
(p.108)
Descriptions of the four
potential organizational
structures (p.121)

(Ref) Two types of
organizational
structures …
integrating … and
… separate serviceorganization (p.241)
Separating the service
from the product
organization
strengthens the
positive associations
among components of
the service orientation
in the corporate culture
(p. 253)
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Author(s)
Gebauer,
Edvardsson,
Gustafsson, et
al. (2010)
Organisational
design factors

272

VP

CR
Proximity of the service
organization to
customers (p.202,
p.204)

CH

CU

PN

VA

RC

A specific strategystructure configuration
is needed in order to
succeed with a chosen
service strategy
(p.198)

Employees’ behaviour
… referred to the
aspects of employees’
role understanding
(p.204)

Organisational
distinctiveness (p.204)
providing customer
support services or
operational services,
… separate the service
business …
development partner,
parts of the service
should be integrated
(p.211)

(Ref) Human resource
management included
…personnel
recruitment, personnel
training, and personnel
assessment and
compensation (p.204)
aftersales service
provider strategy …
employees’ behaviour,
personnel recruitment,
training, and
assessment and
compensation is less
important … (p.212)

Author(s)
Gebauer,
Fischer, et al.
(2010)
Organisational
design elements

VP

CR
Proximity of the service
organization to
customers (p.109)

CH

CU

VA

RC

(Ref) Customer
involvement in the
service development
process (p.109)

(Ref) Organizational
distinctiveness
between products and
services (p.109)

Employee behaviour
… the degree to which
employees behave in
a service-oriented way
(p.109)

The third pattern
requires modiﬁcations
in the … customer
involvement (p.121)

Speciﬁc alignment
among the four
patterns of service
strategy change and
nine organizational
design elements
(p.121)

(Ref) Human resource
management involves
… personnel
recruitment, training
and assessment/
compensation (p.109)

Propositions to modify
organisational design
elements when
changing the service
strategy (p.122)

Propositions to modify
organisational design
elements when
changing the service
strategy (p.122)

Propositions to modify
organisational design
elements when
changing the service
strategy (p.122)

PN

Patterns 1, 2, and 4
require an increased
distinction … pattern 3,
however the level of
distinctiveness remains
relatively low (p.123)
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Author(s)

VP

CR

CH

CU

PN

Kindström
(2010)

Value propositions
around the customer’s
business (p.484)

Customers are looking
for long-term
commitment (p.484)

Achieving an
understanding of
customer operations
and business (p.483)

Dynamic portfolio of
offerings (p. 488)

Service offerings, in
particular advanced
service offerings, are
relationship intensive
(p.488)

Take advantage of the
input their customers
can make into creating
their new offerings
(p.484)

The extended value
network … by involving
customers and/or
service partners, since
companies can
innovate by using
resources from the
partners, suppliers and
customers … internal
resources (p.486)

Service based
business
model: key
elements

Develop relationships
to meet customer
expectations, and take
advantage of the input
their customers can
make into creating their
new offerings. (p.484)
Enhanced relationships
thus created should
also facilitate improved
customer sensing and
information gathering
(p.488)

The extended value
network … by involving
customers …, since
companies can
innovate by using
resources from …
customers … as well
as their own internal
resources (p.486)
Customers themselves
can form an essential
part of a supplier’s
value network (p.486)
And maybe even coproduction of the
service – with the
customer (p.488)

Kujala et al.
(2010)
Key elements
of a business
model

(Ref) Co-creation of
customer’s
requirements (p.100)

(Ref) Customer will to
engage in long-term
relationship (p.100)

(Ref) Intimate
customer relationship
(p.100)

(Ref) Co-development
of solution (p.100)

VA

RC
Relationship building
competences must be
developed in all parts
of the organization
(p.488)
The new competences
should focus on
proactivity, continuity,
and the ability to
capture speciﬁc
customer needs
(p.488)

Advantage of the
network’s extended
resource base to
develop new service
offerings and service
based market positions
(p.486)
Entering and cultivating
such value networks
and their associated
relationships are
becoming key activities
(p.486)
(Ref) Separate service
unit with P&L
responsibility (p.100)

Author(s)

VP

CR

CH

CU

PN

Raddats and
Burton (2011)

VA

RC

The main parameter
which determines the
appropriate
organizational
conﬁguration for
services within the
PCB’s structure is
strategy (p.522)

Corporate
structure

(Ref) Organisational
structure (p.525)
If services-led growth
is sought then
independent services
SBUs with their own
P&L are often most
appropriate (p.536)
Storbacka
(2011)
Solution
platform

Predefined solution
configurations for
different customers
(p.705)
Customer specific
value propositions
(p.705)

Solutions are
developed in order to
support the customer's
long-term value
creation (p.707)
(Ref) Life-cycle care
(p.707)

Network partners’ role:
solutions are often
delivered by a network
of partners (p.707)
A majority of case
ﬁrms stress the
importance of
managing the
supplier/partner
network (p.707)

Human resources
management is a set
of capabilities and
practices … the right
skill proﬁles and that
appropriate reward
systems (p.708)
Competencies needed
in solution business
have been identiﬁed
(p. 708)

The interface and the
communication with
partners may require
speciﬁc attention, in
order to secure
transparency and longterm quality (p.707)

Appendices

275

Appendices

276

Author(s)

VP

CR

CH

Barquet et al.
(2013)

(Ref) Product-service
systems enable the
combination of goods
and service elements
(p.697)

(Ref) Development of
long-term relationships
(p.697)

(Ref) Building
closer relationships
through ... information
exchange (p.697)

(Ref) Key partners:
Partner’s value through
the product lifecycle
(p.697)

Constant
communication with
the client (p.700)

Partnerships required
to develop and deliver
the offer (p.701)

Elements of
Canvas
Business Model

Customised according
to each client’s needs
(p.700)

Establish long-term
relationships through
formal agreements,
seeking close
relationships with its
clients (p.700)

CU

PN

a partnership
should be established
with a Chinese supplier
(p.701)

VA

RC
(Ref) Key resources:
providers must make
considerable
investments in human
assets (p.697)
Should involve
qualiﬁed staff … to
provide … services
(p.700)
Training for sales staff
…
as well as the
deﬁnition of staff and
of people directly
responsible for
managing contracts
(p.700)

Author(s)

VP

CR

CH

Storbacka et al.
(2013)

Firm increases the
level of integration and
customisation (p.707)

Relationships with
customers become
relational and longterm (p.707)

This position requires
deep knowledge of the
customer's industrial
processes (p.707)

Solution
business model
continua

Adapt solutions to the
customer’s situation
and processes (p.708)
Opportunities for
product tailoring
(p.710)

Long-term
relationships with
customers (p.710)

CU

PN

VA

Organizational
networkedness: actors
within the solution
business network
become increasingly
dependent on each
other's processes and
activities (p.708)

(Ref) Organizational
networkedness: some
authors emphasize the
need for separation,
others the need for
interaction and
integration (p.708)

RC

Importance of
cooperation with
partners and suppliers
(p.708)
A solution delivery
should not be seen
only as a dyadic
exchange between
provider and customer,
but rather as a
collaborative effort
among several actors
in a value network
(p.708)
Create relatively longterm and trusting
relationships between
the IB ﬁrm and its
partners (p.711)
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278
VP

CR

CH

CU

High degree of
customisation and a
“proactive” sensing of
hardly explicit client
specifications (p.346)

Participants
emphasize the
importance of
establishing strong
personal ties with
customers (p.349)

Listening to the
customer was
frequently discussed
as the starting point of
the relationship
marketing process
(p.349)

New services must be
developed in close cooperation with key
customers in order to
reach an excellent fit
with the market (p.347)

PN

VA

RC

Drivers of competitive
advantage: flexible,
transparent
organization,
teamwork,
empowerment,
entrepreneurship,
learning (p.345)

Drivers of competitive
advantage: peopleoriented-commercial
technicians, relational
marketing skills,
project management
(p.345)

Service strategies
Matthyssens and
Vandenbempt
(1998)
Competitive
advantage in
industrial
services

Mathieu (2001a)
From a service
supporting the
product to a
service
supporting the
client

A high degree of
customisation is
required in businessto-business services
(p.347)

SSP, the ... recipient of
the service is a
product, … it is a
person, … in the case
of a SSC (p.41)
The intensity of the
relationship is low for
an SSP and high for
an SSC (p.41)
The SSP is a
standardized service
(low customisation), …
the SSC is highly
customised (p.41)
Attention to building
skills in two important
areas: relationship
management and
customization (p.51)

Joint new service
development with key
customers … are
recommended by the
participants (p.348)

The intensity of the
relationship is low for
an SSP and high for
an SSC, regarding the
potential number of
people and
departments involved,
the level of
involvement between
parties, and the
importance of
commitment-trust
between parties (p.41)
Attention to building
skills in two important
areas: relationship
management and
customization (p.51)

The implementation of
an SSC requires a
favourable interaction
between the client and
the supplier. (p.51)

Culture, organization
and human resources
(p.350)

Unique skills: highly
trained consultants,
relationship
management, project
management:
commercial
technicians (p.349)
For the SSP, the
predominant variables
… are the physical
evidence … whereas
these are people for
the SSC (p.41)
The process may only
be supported by
highly-trained
personnel, possessing
both relational and
technical skills. (p.51)
Managers must be
convinced that people
are the main asset
(p.51)

Author(s)
Helander and
Möller (2007)
System
supplier's
customer
strategy

VP

CR

CH

CU

PN

Protection and honesty
would result in
customer’s long-term
commitment to the
relationship (p.723)

Profound knowledge of
customer’s
business/industrial
processes and
therefore can
anticipate customer’s
needs (p.724)

Contracts: Codevelopment
agreements, shared
resources agreement
(p.724)

Suppliers and
customers may … use
the resources and
capabilities of the third
parties, called network
resources (p.722)

VA

RC

Network partners were
mostly used for
providing standardized
service activities
(p.724)
The performance
provider often uses
partners for labourintensive maintenance
operations (p.725)
Penttinen and
Palmer (2007)
Enhanced
offerings and
buyer-seller
relationships

(Ref) Buyer-seller
relationship from
transactional to
relational (p.554,
p.561)
The other path initially
focused on building
close relationships with
customers (p.560)

BM's role in codevelopment of new
products with
customers allows both
monitoring and
significant mutual
incentives for success
(p.561)

Improved customer
relationships through
… information sharing
and focus on customer
interactions (p.561)
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280

VP

CR

CH

CU

PN

There is co-creation of
value for and with one
(or more) actor(s) in
the customer network
(p.274)

There is co-creation of
value for and with one
(or more) actor(s) in
the customer network
(p.274)

In the two cases we
can conclude that the
supplier co-constructs
a solution with the
customer and some
actors in his
network (p.275)

This enables the
supplier to co-create a
solution with the
customer and the
chosen actor(s)
(p.274)

Service-dominant logic
Cova and Salle
(2008)
Marketing
solutions in
accordance with
the S-D logic

Solutions represent the
type of value
proposition which best
marries the evolution
towards more
integration in the value
chain and more
integration among the
elements which make
up the offering (p.272)
Focusing less and less
on functionalities
linked to the technical
part (p.274)
Develop offering
strategies around
concerns of customers
(p.274)

Lindberg and
Nordin (2008)
Towards a new
service
procurement
logic

The customisation of
offerings made in order
to meet individual
customer needs
(p.294)

The customisation of
offerings made in order
to meet individual
customer needs
(p.294)

VA

RC

Author(s)

VP

Kowalkowski
(2010)
What does a
servicedominant logic
really mean for
manufacturing
firms?

Windahl and
Lakemond
(2010)
Integrated
solutions from a
service-centered
perspective

CR

CH

CU

PN

(Ref) The ﬁrm should
strive to develop
relationships with
customers and should
take a long-term
perspective (p.288)

Collection of customer
usage data (p.290)

Customers and
suppliers are
potentially part of the
co-innovation process
(p.289)

Customers and
suppliers are
potentially part of the
co-innovation process
(p.289)

In order to develop
long-term customer
relationships, ﬁrms
need to have a
thorough understand of
their customers’
operations, from both a
technical perspective
and a business
perspective (p.289)

(Ref) Design of the
goods should be
customer- rather than
technology-focused
(p.1282)

Customer and supplier
interaction: the
interaction between the
supplier and the
customer changes
from transactions to
increased dependency
(p.1282)
Customer-supplier
interdependencies in
the three cases
(p.1285, p.1287)
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(Ref) Customer needs
and inputs are
essential elements
(p.290)

This means that not
only active but also
passive customers
unwittingly co-design
‘‘patterns of behaviour’’
that supplier ﬁrms can
use to improve their
offering (p.289)
By working together,
the supplier and the
customer can identify
opportunities for
innovation in which
future value can
emerge (p.290)

VA

RC
Not all manufacturing
ﬁrms have the
organizational
capabilities,
knowledge of
customer processes,
and risk-management
skills required to
pursue a solutions
strategy with PSS
offerings (p.290)
This means that in
many cases
investments (both
long- and short-term)
in the specialized skills
required for the
provision
of competitive
offerings are needed
(p.290)

The supplier becomes
part of the customers'
processes to a larger
extent than before
(p.1282)
This does not
necessarily imply an
active or co-producing
customer, which a
service-centred logic
emphasizes (p.1282)
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Author(s)

VP

Salonen (2011)

Solution providers tend
to prefer the
development of
customised solutions
tailored to individual
customer needs
(p.685)

Service transition
strategies of
industrial
manufacturers

CR

CH

CU

Solution providers tend
to prefer the
development of
customised solutions
tailored to individual
customer needs
(p.685)

To be able to have
such a dialogue and to
be able to deliver
optimal solutions for a
given need, customers
must be engaged with
early
enough in the
purchasing process
(p.687)

Complex, large scale
projects requiring high
customisation (p.687)

Additional literature
Grönroos (1998)
Marketing
services

Relationship
marketing: is
especially relevant for
situations where firms
offer their customers
solutions (p.336)

Relationship
marketing: is
especially relevant for
situations where firms
offer their customers
solutions (p.336)

In a long-term
relationship the
customer is looking for
service, and the goods
that are exchanged in
the
relationships become a
service element
among others in a
continuous relationship
(p.336)

In a long-term
relationship the
customer is looking for
service, and the goods
that are exchanged in
the
relationships become a
service element
among others in a
continuous relationship
(p.336)

PN

VA

RC
New capabilities need
to be built among the
sales force to enable
them to interact with
the customer under a
solutions based logic
(p.687)
Which requires not
only extensive training,
but also selection of
people within the
company who have a
long enough
experience and most
importantly, who
possess the right
attitude and
behavioural
characteristics (p.688)

Author(s)
Kohli and
Jaworski (1990)
Market
orientation

VP

CR

CH

Martin and Horne
(1992)

Keep your
customers
forever?

PN

VA

RC

The term client is used
to highlight the dual
roles of customer and
co-producer played in
service consumption
(p.27)

Service
orientation
Pine et al. (1995)

CU

market orientation: to
mean the
implementation of the
marketing concept
(p.1)

Learning relationships:
individual customers
teach the company
more and more about
their preferences and
needs, giving the
company an immense
competitive advantage
(p.103)
Customer-centered
orientation in
production and
delivery processes,
requiring the company
to collaborate with
individual customers to
design each one's
desired product or
service, which is then
constructed from a
base of
pre-engineered
modules (p.105)
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Author(s)

284

VP

Auguste et al.
(2006)

Customer
solutions

CH

CU

PN

VA
When a company uses
services to enhance a
product business, it
must consider which
elements of the two to
unite and which to
separate (p.50)

Service
strategies

(Sawhney, 2006)

CR

Degree of
customisation (p.370)

RC

Author(s)
Windahl and
Lakemond
(2006)
Integrated
solutions

VP

CR

CH

CU

PN

VA

This match between
the offering and a
specific customer's
needs may be
considered as crucial
for … integrated
solution (p. 812)

The relationship with
the software partner
was strong and
consistent (p.812)

Thus, the
recommendation to
create a separate
organization to handle
the service offering is
in this case incomplete
(p.813)

To secure the match to
the end customers'
needs in order to avoid
the risk of developing
an integrated solution
… (p.813)
Ways of securing this
match … include
finding ways of
involving customers in
the development
process, moving
towards a stronger
relationship, … (p.815)
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Its success were
dependent on … the
strength of the
relationships between
the actors … (p.814)

RC

Actors … influenced
the development of …
solutions (p.816)
Relationships within
the wider business
network; ... but also
partners, research
institutes and gov.
agencies (p.816)
Dependence on interfirm relationships
increases when
complementary
competence is
necessary within areas
new to the firm (p.817)
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Author(s)

VP

Tuli et al. (2007)

The predominant view
in the literature is that
a solution is a
customized and
integrated combination
of goods and services
for meeting a
customer’s business
needs (p.1)

Customer
solutions

Customization involves
designing, modifying,
or selecting products
to fit into a customer’s
environment (p.7)
Solution effectiveness
is a
function of the extent
to which …
(2) goods and/or
services are
customized
and integrated
to address customer
needs (p.8)

CR

CH

CU

PN

VA

RC

Author(s)
Matthyssens
and
Vandenbempt
(2008)
From basic
offerings to
value-added
solutions

VP

CR

CH

CU

PN

VA

RC

In business markets,
… suppliers heavily
rely on their
downstream partners'
willingness to
collaborate (p.319)
Companies might
encounter limitations in
their own competences
(p.325)
Often rely on the help
of network partners
preferably with
complementary
resources (p.325)
Integrated solutions
requires … more
intense external
cooperation with other
actors in the wider
business network
(p.325)
the more advanced the
value creation strategy
of a supplier becomes,
the closer the mesh
between the different
levels of the value
chain must be (p.326)
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Author(s)

288

VP

CR

CH

CU

Matthyssens and
Vandenbempt
(2010)

The importance of
building network
competences in the
transition process is
more visible in the
cases following the
“tailored service
addition” trajectory
which frequently refer
to the involvement of
customers and
network partners
(p.710)

Service addition
as business
market strategy

Wikström et al.
(2010)
Business models
in project
business

Degree of customer
involvement and in
which way in the
specific business
model (p.837)
Customer involvement:
low and predictable,
provides start-up data,
supports development,
continuous interaction
and co-creation, cocreation (p.838)

Reference used
in literature
review

PN

VA

RC

A11

Empirical Studies with Focus on Performance and Profitability

Reference

Variables

Performance and Profitability

Homburg et al.
(2002)

 Environmental Characteristics, Store
characteristics, Store's customers' characteristics
 Service orientation of the business strategy
(number of services, broadness of service
offerings, emphasis on services)

 Company performance in the
market (customer satisfaction,
customer loyalty, customer benefit,
and market share)
 Company profitability (profit as a
percentage of sales on average
over the last three years)

Homburg et al.
(2003)

 Service orientation of a strategy (numbers of
services, emphasis on services)
 Soft factors (service orientation of corporate
culture and human resource management)

 Service related performance
(quality of customer relationship,
direct service profitability)
 Overall profitability (average return
on sales over the last three years,
average return on sales in
comparison to industry average)

Gebauer (2007a)

 External environment (competitive intensity
associated with company’s product and productrelated services, customer expectations)
 Business strategy with respect to customer
support service (CSS)
 Top management recognition of the potential of
CSS
 Organizational factors (organization of
development activities, service manager decisionmaking authority at the various gates in the
development process, creation of an innovation
culture in the service organization)
 Success factors for the transition from products to
services (service orientation of corporate culture
and human resource management)

 Overall profitability (average return
on sales over the last three years,
average return on sales in
comparison with industry average)

Gebauer and
Fleisch (2007)

 Behavioural processes
 Managerial motivation
 Investments in service business

 Share of service revenue to total
revenue
 Overall profitability (average return
on sales over the last three years,
average return on sales in
comparison with industry average)

Antioco et al.
(2008)

 Top management’s commitment to and visionary
leadership of services
 Service rewards
 Service technology
 Cross-functional communication of service
employees
 SSC/SSP business orientation
 Service training
 Customer treatment

 Relative product sales
(performance over three years
relatively to competitors)
 Service volume (service revenues
as a percentage of total turnover)

Fang et al. (2008)

Conditions
 Firm-level factors (service relatedness, resource
slack, market share)
 Industry-level factors (growth, turbulence,
competition)
Mechanism on firm’s value
 Leverage of knowledge and resources
 Increased customer loyalty
 Loss of strategic focus
 Organizational conflict

 Firm value (Tobin’s q)
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Reference

Variables

Performance and Profitability

Gebauer (2008a)

 External environment (competitive intensity of the
company’s products, customer expectations)
 Strategic formulation and implementation (service
orientation of the business strategy, service
orientation of corporate culture, service
orientation of human resource management,
service orientation of organisational structure)






Gebauer (2008b)

 External environment (competitive intensity in the
product and service field, market growth,
customer’s price sensitivity, customer’s strategic
options for operating a product)
 Strategy (cost leadership, product and service
differentiation, service marketing differentiation,
service offering)

 Overall profitability (operating
margins)
 Direct service profitability
 Share of service revenue
 Customer satisfaction
 Customer loyalty in terms of
repurchasing rate

Gebauer (2009)

 External environment (competitive intensity of the
company’s product, customer expectation)
 Moderating effect of managerial attention (focus
of attention, situated attention)
 Service orientation of the business strategy

 Overall profitability (average return
on sales over the last three years,
average return on sales in
comparison to industry average)

Gebauer,
Edvardsson, and
Bjurko (2010)







Service orientation of management values
Service orientation of employee values
Service orientation of management behaviour
Service orientation of employee behaviour
Type of organizational structure (separated or
integrated)

 Overall performance (average
return on sales over the last three
years, average return on sales in
comparison to industry average)

Eggert, Hogreve,
Ulaga, and
Muenkhoff (2011)






SSPs and SSCs (number of different services)
Product innovation activity
Company size (total number of employees)
Economic situation of the Industry

 Proﬁt (poor - excellent)

(Gebauer et al.,
2011)






Complexity of customer needs
Service differentiation
Customer centricity
Innovativeness

 Business performance (market
share and financial performance
exceeded competitors over past
three years)

Eggert et al. (2013)






290

SSPs and SSCs (number of different services)
Decentralization
Decision-making authority
Share of loyal customers (percentage of revenue
earned from repeat customers)
 Company size

Share of service revenue
Direct service profitability
Quality of customer relationship
Overall profitability

 Overall annual revenue
 Profit (poor-excellent)
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Performance and Profitability Measures

Measure

Type

Items

Reference(s)

Company performance in
the market

Nonfinancial






Homburg et al. (2002)
Gebauer (2008b)

Relative product sales

Financial

 Performance over three years
relatively to competitors
(market share, level sales volume,
quickly generating sales, exceeding
sales targets set for new products)

Antioco et al. (2008)

Overall profitability

Financial

 Company’s profitability:
Average return on sales of the
business unit over the last three
years

Financial

 Average return on sales in
comparison to industry average

Homburg et al. (2002)
Homburg et al. (2003)
Gebauer (2007a)
Gebauer and Fleisch (2007)
Gebauer (2008a)
Gebauer (2009)
Gebauer, Edvardsson, and
Bjurko (2010)

Nonfinancial

 Quality of customer relationships

Homburg et al. (2003)
Gebauer (2008a)

Financial

 Direct service profitability

Homburg et al. (2003)
Gebauer (2008a)
Gebauer (2008b)

Financial

 Service volume:
Share of service revenue to total
revenue

Gebauer and Fleisch (2007)
Antioco et al. (2008)
Gebauer (2008a)
Gebauer (2008b)

Service-related
performance outcomes

Appendices

Customer satisfaction
Customer loyalty
Customer benefit
Market share
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Research Methodologies in Relevant Research Literature

Group I (ST, ST-SD)
Group II (SD, SD-BM)
Group III (BM, ST-BM)
ST = Service Strategy, SD = Service-Dominant Logic, BM = Business Models, soBM = Service-Oriented Business Model, N = Additional Literature
Lytle et al. (1998)
Cova and Salle (2008)
Amit and Zott (2001)
Matthyssens and Vandenbempt (1998)
Nenonen and Storbacka (2010)
Chesbrough and Rosenbloom (2002)
Mathieu (2001a)
Pateli and Giaglis (2005)
Homburg et al. (2003)
Seppänen and Mäkinen (2005)
Oliva and Kallenberg (2003)
Björkdahl (2009)
Davies (2004)
Kindström (2010)
Windahl et al. (2004)
Kujala et al. (2010)
Neu and Brown (2005)
Wikström et al. (2010)
Gebauer, Friedli, et al. (2006)
Björkdahl (2011)
Gebauer (2007b)
George and Bock (2011)
Helander and Möller (2007)
Kujala et al. (2011)
Penttinen and Palmer (2007)
Storbacka (2011)
Antioco et al. (2008)
Barquet et al. (2013)
Gebauer (2008b)
Storbacka et al. (2013)
Matthyssens and Vandenbempt (2008)
Neu and Brown (2008)
Baines, Lightfoot, Peppard, et al. (2009)
Brax and Jonsson (2009)
Gebauer et al. (2009)
Fischer et al. (2010)
Gebauer, Edvardsson, and Bjurko (2010)
Gebauer, Edvardsson, Gustafsson, et al. (2010)
Gebauer, Fischer, et al. (2010)
Lay et al. (2010)
Matthyssens and Vandenbempt (2010)
Raddats and Easingwood (2010)
Windahl and Lakemond (2010)
Ulaga and Reinartz (2011)
Raddats and Burton (2011)
Salonen (2011)
Fundin et al. (2012)
Paiola et al. (2013)

Group IV (soBM, N)
Homburg et al. (2002)
Brax (2005)
Windahl and Lakemond (2006)
Tuli et al. (2007)
Lay et al. (2009)

soBM

BM

Sample

SD

Method / Analysis

ST

Quan

Qual

Ded

Ind

Author / Topic

Ind = Inductive, Ded = Deductive, Qual = Qualitative, Quan = Quantitative,
ST = Service Strategy, SD = Service-Dominant Logic, BM = Business Model, soBM = Service-Oriented Business Model/Additional Literature
Lytle et al. (1998)
development and validation of an
organisational service orientation scale
(SERV*OR)

X

X

X

X

field work: in-depth interviews, focus groups
pretest (scale development): principal components
exploratory factor analysis (PCA), Cronbach’s
alpha

companies with strong service components (e.g.
food, consulting, consumer products), managing
practitioners, top level executives, professionals,
employees at five branches of a regional bank,
home improvement retailing (1342 usable
questionnaires)

X

X

validation process: structural equation modelling
(SEM), chi-square, df, GFI, SRMR, NFI, NNFI,
CFI, Incremental Fit Index, correlation among
factors
survey procedure: sample bias, non-response bias
analysis: confirmatory factor analysis (CFA),
NNFI, CFI, IFI, NFI, chi-square test, df
Matthyssens and Vandenbempt (1998)
the relationship between industrial services
and the competitive position of a business:

X

X

focus groups: focus groups discussion, integration
and synthesize of transcripts, generation
hypotheses

5 focus groups (pure technical services, capital
goods manufacturers, trading and wholesaling,
capital goods and industrial services, industrial
wholesalers and dealers)

Amit and Zott (2001)
theoretical foundations of value creation in ebusiness:

X

X

data and method: inductive case study, polar
types of enterprises, replication logic

59 e-business firms (30 US, 29 Europe)

X

X

data collection: structured questionnaire for
analysing publicly available documents of
companies
data analysis: analysis of questionnaire, withincase analysis, cross-case analysis
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Homburg et al. (2002)
service orientation of a retailer's business,
dimensions influencing the strategy and the
performance outcome

content analyse: a) thematic (classification); b)
lexical analyse (statistical): descriptive statistics,
exact test (chi-square df, Monte-Carlo Sig.,
likelihood ratio, fisher's exact test, linear-by-linear
association), ANACOR (SPSS) correspondence
analyse, hierarchical cluster analyse (ward's
method)
X

X

X

Sample
one of the main European manufacturers in the
micro-electronics industry, suppliers, clients,
distributors, 22 interviews

X

case study: comprehensive survey, case
descriptions

35 spin-off companies that commercialized
technology emanating from Xerox's research
laboratories over a 20 year period, focus on 6 of
the 35 ventures

questionnaire development and pretesting: multiitem scales, feedback from managers

clothing and furniture retailers (USA, Germany),
10 store managers (pretest), 411 returned
questionnaires (245 Germany, 166 USA)

data collection: non-response bias
configurational and metric equivalence: multigroup confirmatory factor analysis (CFA)
assessment of antecedent measures: confirmatory
factor analysis (CFA), chi-square, GFI, AGFI, CFI,
RMSEA, descriptive statistics, Cronbach's Alpha,
Composite Reliability
assessment of performance measure: descriptive
statistics, Cronbach's Alpha, Composite Reliability
results: regression model (multiple), causal
modelling techniques (LISREL 8): structural
equation modelling (SEM), GFI, AGFI, CFI,
RMSEA

soBM

data: qualitative interviews

BM

X

X

SD

Chesbrough and Rosenbloom (2002)
the role of the business model in capturing
value from early stage technology

Method / Analysis

X

ST

X

Quan

Mathieu (2001a)
product services, from a service supporting
the product (SSP) to a service supporting the
client (SSC)

Qual

Author / Topic

Ded
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Ind
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X

X

X

soBM

data collection: survey questionnaire

10 industrial marketing companies, 10 senior
sales managers (pretest)

X

X

X

measure development & validation: non-response
bias, descriptive statistics, confirmatory factor
analysis (CFA), chi-square, df, GFI, AGFI, CFI,
RMSEA, composite reliability, Fornell-Larcker test

BM

Sample

X

SD

Method / Analysis

ST

Qual

X

Quan

Homburg et al. (2003)
analyse of the mediating role of two soft
factors (corporate culture and human
resource management) in the causal chain
leading from a service-oriented strategy to
organisational performance

Ded

Ind

Author / Topic

271 senior sales managers, 3 industrial sectors,
271 questionnaires

results: structural equation modelling (SEM) w.
LISREL
Oliva and Kallenberg (2003)
focus on identifying the dimensions
considered when creating a service
organisation in the context of a manufacturing
firm, and successful strategies to navigate the
transition

X

X

field study: semi-structured interviews, archival
assessment, grounded theory development

11 German capital equipment manufacturers,
CEO, managing directors, head of service
division, multiple interviews

X

Davies (2004)
moving base into high-value integrated
solutions using internal or external sources of
product supply and developing novel
combinations of service capabilities

X

X

case study: in-depth interviews, in-depth analyses
of the overall business organisation, case
descriptions, cross-case analysis

5 international suppliers, up to 10 senior
managers and directors in each firm, approx. 50
interviews

X

Windahl et al. (2004)
the variety of integrated solutions and some
implications for manufacturing firms

X

X

methodology: case studies, field studies, semistructured interviews, documentation, participation
internal meetings (observation), case descriptions

3 international firms in the capital goods industry
(BT, ABB, Alfa Laval), technical, marketing,
service and business development managers, 29
interviews

X

Brax (2005)
anufacturer becoming service provider challenges and paradox

X

X

qualitative case study methodology: single-case
study, semi-structured interviews (focus groups),
transcript, category extraction from data
(grounded theory), comparative procedure
(interviewees, within group, between groups –
within-case analysis)

1 manufacturer of industrial equipment in Europe,
groups: developers, users, support, seller, buyer,
35 interviews
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Pateli and Giaglis (2005)
business model design and change; a
contingency approach for selecting among
alternatives the most suitable future business
model

X

X

case study: exploratory interviews, multi-case,
content analysis, data coding (NUD*IST), case
description, cross-case analysis, pattern-matching
logic, "replication" logic, documents

managers and executives goods-dominant firms,
consultants; 4 Fortune 500 goods-dominant,
information technology firms, managers, 75
interviews with 25 people

X

X

case study (action research): validity and utility
test of proposed method

exhibition industry (Greece, Finland)

X

X

X

X

case study (action research): participant
observing, researcher as change agents,
workshops

network of a large multinational company and two
small companies
(1 case)

Gebauer, Friedli, et al. (2006)
a better understanding of success factors
aimed at increasing service revenue in
manufacturing companies

X

X

case studies:

German and Swiss machinery and equipment
manufacturing industries
(5 companies that achieved high service revenues
and 5 that struggled to increase their service
revenue),

Windahl and Lakemond (2006)
the importance of relationships and actors
within a business network to facilitate or
imped the development of integrated solutions

X

Gebauer (2007b)
provision of a better understanding of how
manufacturing companies can increase their
service revenue

X

data collection: benchmarking and action research
(42 questionnaires and 10 semi-structured
interviews, archival and observational data); visits,
reviews, triangulation, benchmarking reports,
detailed case studies descriptions
X

comparative case study: semi-structured
interviews with open-end questions, documents
(internal reports, project documents, memos),
transcript, coding and categorisation based on the
questionnaire, check findings and results,
summaries, systematic combining

two projects at a large international firm,
interviews with 65 people (employees, customers,
partners, suppliers, other firms), 11/4 key
informants involved in projects

X

qualitative research approach (between deductive
and inductive studies): focus groups (exploratory
qualitative research), inductive analysis of the
transcripts (code, recode, compare), development
of framework; bi-polar in-depth case studies, semistructured interviews, analysis of the transcripts

five focus groups with 32 manufacturing
companies and ten in-depth case studies

X

soBM

BM

Sample

Seppänen and Mäkinen (2005)
the application of current business models in
practice

X

SD

Method / Analysis

ST

X

Quan

Neu and Brown (2005)
isolation and characterisation of factors that
enable the formation of successful businessto-business services in goods-dominants firms

Qual

Author / Topic

Ded
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Ind
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X

X

X

X

X

X

soBM

BM

SD

Method / Analysis

Sample

ST

Quan

X

Qual

Ind

Helander and Möller (2007)
the management of dynamic customer
relationships in large-scale, complex system
business

Ded

Author / Topic

*two-stage multiple-case study

key manager of supplier and customer companies,
pilot study: 7 companies (ICT, engineering
industries), main study: 2 global system suppliers
(European-based)/7 relationships, 50 interviews (8
pilot, 42 main)

X

X

X

X

data collection: pilot study, main empirical study,
semi-structured interviews, archival data
data analysis: description of phase-model
structure and relationships, analyse and
conclusions, retrospective longitudinal study

Penttinen and Palmer (2007)
the strategic repositioning of firms through
enhanced offerings and buyer-seller
relationships; a two-by-two matrix to examine
alternatives for positioning
Tuli et al. (2007)
supplier's and customer's view of customer
solutions; from product bundles to relational
processes

X

X

Antioco et al. (2008)
exploration of the organisational parameters
and service business orientations (SSC/SSP)
that explain relative product sales and service
volume of manufacturing companies

Cova and Salle (2008)
marketing of solutions in accordance with the
S-D logic, co-creation of value with customer
networks

Appendices

X

X

case study: to illustrate theoretical framework,
structured interviews, internal information, site
visits, cross-check results, key-informant
interviewing, case description

4 product manufacturing firms, SKF, KONE,
Lamor, PBM Plastics, multiple interviews

X

data collection and analysis: grounded theory,
depth interviews, focus groups, identification
themes, interjudge reliability, descriptive statistics,
z-test, propositions

multiple industries, supplier and customer
organisations, across functions and hierarchical
levels, 104 interviews, 2 focus groups (21
interviews)

framework development: in-depth interviews
(qualitative)

7 service managers (framework development)

X

X

data collection, results: survey, non-response
bias, partial least square (PLS) estimates,
structural equation modelling (SEM), alpha, beta,
F-Test, composite reliability, average variance
extracted (AVE), common method variance
(CMV), correlation, descriptive statistics,
goodness of fit
X

X

case study research: long interviews, company
visit (several days), abductive and interpretive
data analysis, validity: completeness in the
information collected, summary and discussion of
each case

X

X

X

137 manufacturing companies in the Netherlands,
Belgium, Denmark (questionnaires)

two major companies operating within B2B
markets, minimum 3 people per case from
marketing, sales, countertrade, export unit, and
technical managers, area zone managers.

X

X
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X

Neu and Brown (2008)
isolation and characterisation of
organisational factors that enable the
formation of high-performing business
services in product manufacturing firms

X

Baines, Lightfoot, Peppard, et al. (2009)
framework that will help manufacturing firms
to configure their internal production and
support operations to enable effective and
efficient delivery of products and their closely
associated services

X

soBM

X

BM

Matthyssens and Vandenbempt (2008)
effort of suppliers to create new non-pricedbased customer value (value-added
solutions); strategies, barriers and alignment

SD

X

Method / Analysis

Sample

ST

Gebauer (2008b)
identification of service strategies that
correspond with specific environment–
strategy fits

Quan

Author / Topic

Ind

Qual

298

Ded
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data collection: face-to-face interviews with
questionnaire, unstructured, structured questions

European manufacturing companies in B2B
markets, experts from different manufacturing
industries, total 195 strategic business units

X

X

mixed qualitative research: longitudinal study,
semi-structured interviews, documents, field visits
(observation) for triangulation, focus group
discussion, case description, triangulation

electro-technical product manufacturer (Dutch),
installation companies, wholesalers, end user
segments, management team, multiple interviews

X

X

X

case study: single-case, semi-structured
interviews, case study protocol, case description,
data coding (NUD*IST), propositions, construct
validity: review case studies (interviewees,
individuals)

1 global 100 manufacturing firm, different
managers, 32 interviews, 11 managers

X

X

X

in-depth case study (inductive)

a single company: UK based OEM, high-value
capital equipment manufacturer for power,
defence and aerospace markets, key personnel
from across the organisation, 15 interviews

X

X

X

data analysis: t-test, principal component analysis
with orthogonal rotation (EFA), principal
component analysis with varimax rotation, cluster
analysis, test predictive and descriptive validity,
sphericity, Kaiser-Meyer-Olkin measure,
Cronbach’s alpha, eigen-value

data collection: semi-structured data collection
protocol (interview questions), interviews,
documents (organisation charts, process maps,
operating protocols)
data analysis: transcription, theoretical
triangulation, coding & analysis, synthesis with
literature

X

2 manufacturers (hydraulic motors, turbines for
industrial settings), respondents from provider and
customer organisation & internal customers, total
57 interviews (36+21)

X

data collection: in-depth semi-structured
interviews, workshops, seminars, documents,
analysis of interviews, triangulation, within-case
analysis, cross-case analysis, comment by the
interviewees
X

case research (qualitative): independently,
comparative
data collection: semi-structured interview and
company documents

soBM

3 multinational corporations (mechanical
engineering products), managers at several
hierarchical levels and functional positions, 13
interviews

BM

Sample

methodological approach: multiple-case study
approach

SD

X

Method / Analysis

ST

Brax and Jonsson (2009)
manufacturing ﬁrms entering condition based
maintenance business and the complex
nature of establishing integrated solution

X

Quan

X

Qual

Ind

Björkdahl (2009)
technology cross-fertilisation and the business
model, integrating ICTs in mechanical
engineering products

Ded

Author / Topic

X

X

data analysis: write-ups, comparative, theory
building multiple-case study, review
Gebauer et al. (2009)
four different organisational approaches
contributing to service orientation, reflecting a
unique degree of service orientation that leads
to different levels of performance outcomes

X

X

case study: in-depth multi-case study, "replication
logic", semi-structured interviews (structured,
unstructured), interviewee feedback, theoretical
saturation, documents, case description, NVivo
encoding, pattern-matching logic, internal validity

24 European capital goods manufacturing
companies, 67 executives from management
board, 67 interviews

X

Lay et al. (2009)
development of a framework for the
description of new service-based business
concepts in the business-to-business markets

X

X

interview-driven case study approach
(qualitative): multi-case research design

17 case studies across four European countries

X

X

data collection: guided interviews (unstructured
and structured), documentation, note-taking, case
reports, feedback and revision
data analysis: pattern-matching approach, crosscase analysis
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X

X

German-speaking manufacturing companies, 302
usable responses, 6 face-to-face interviews with
service experts (pretest)

X

data collection: questionnaire, descriptive statistics

6 service experts (pretest)

X

measurement: principal component analysis
(PCA) using orthogonal rotation, Kaiser-MeyerOlkin measure, Cronbach’s alpha, variance
inflation factor (VIF), multiple indicator multiple
cause model (MIMIC) - SEM, chi-square, df,
RMSEA, GFI, Trucker-Lewis index, CFI

195 responses, European manufacturing
companies (B2B, 106 company and 89 SBU level)

inductive data inquiry: key informants, site visits,
interview guide, interviews with key executives,
semi-structured interviews, reviews

soBM

capital goods industries in Switzerland and
Germany, 13 companies (cases), 3 to 6
informants in each company,

BM

Sample

interpretative multi-case study approach

SD

Method / Analysis

ST

X

Quan

Fischer et al. (2010)
exploration how dynamic capabilities of
sensing, seizing and reconfiguring shape the
way in which service business is developed in
a broad range of capital goods industries

Qual

Author / Topic

Ded
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manual and computer-aided content analysis
(QSR NUD*IST, NVivo 7.0): within-case analysis
for each company, cross-case analysis
Gebauer, Edvardsson, and Bjurko (2010)
examination if there is a relationship between
the interdependence among different
components of a service culture and
performance

X

Gebauer, Edvardsson, Gustafsson, et al.
(2010)
different service strategies in manufacturing
companies and the organisational design
necessary for implementing each service
strategy

X

X

data collection: pretest survey, questionnaire
data analysis: t-test, Harman’s one-factor test,
two-step approach to structural equation
modelling: confirmatory factor analysis (CFA),
path analysis and moderating test, two-group
structural equation analysis (subgroup analysis),
chi-square, df, TLI, NFI, CFI, RMSEA, FornellLarcker criterion

X

cluster analysis: k-means cluster analysis,
ANOVA, hierarchical cluster analysis, t-test
results: ANOVA, F-Test

X

X

X

data collection: semi-structured questionnaires
(surveys), quality of information
measurement development and validation:
variance inflation factor

Sample
97 capital goods manufacturing companies, B2B
sector, respondents: CEO, service managers,
sales managers, data from 1997, 2001, 2004

X

soBM

* empirical quantitative research approach

BM

X

SD

Method / Analysis

X

ST

Quan

X

Qual

Ind

Gebauer, Fischer, et al. (2010)
exploration of the patterns of strategy
changes in manufacturing firms, interrelation
to modifications in organisational design
elements

Ded

Author / Topic

X

15 strategic business units and companies, 66
informants, data from 1997, 2001, 2004

data analyse: cluster analysis and crosstabulation, hierarchical cluster analyse,
nonhierarchical (K-means) cluster analysis
* case study research
data collection: company visit by research team,
visit protocol, semi-structured interviews,
secondary data
data analysis: transcript, coding data in software
(NVivo 7.0), review transcripts, case reports,
review of summaries, content analysis (manual,
computer-aided), within-case analysis, cross-case
analysis
Kindström (2010)
the usage of the business model concept to
link managerial activities to a service
innovation framework and to emphasise how
companies can best take advantage of a new
service-based business model
Kujala et al. (2010)
solution-specific business models in projectbased firms, five solutions delivered by a
power plant supplier firm and the distinctive
features in the business models of the
solution deliveries

Appendices

X

X

X

methodology: multi-case study, open-ended and
semi-structured interviews, focus groups,
documents, case description, within-case analysis,
cross-case analysis

7 market-leading manufacturing companies,
product business, service / business development
/ business area managers, 5 customer
organisations, 46 interviews

X

X

X

X

research method: single unit case study, semistructured interviews, documents
analysis: identification and analyse key business
model elements, analysis characteristics of the
solutions

multinational power company, project managers,
service sales managers, contract managers, 15
interviews

X

X

X
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Lay et al. (2010)
evaluation of service offerings and service
sales to understand the extent to which
service infusion has already deeply affected
manufacturing industries and the factors
influencing service infusion
Matthyssens and Vandenbempt (2010)
presentation on how manufacturers evolve
when aiming at increasing customer value via
the service addition path, identification of
drivers and inhibitors as well as trajectories to
reach “ideal” service addition types

X

X

X

X

multiple-case study design (qualitative): five
longitudinal case studies of “best” practice
companies

managers from Belgian and European machine
building and mechatronics industry, 5 cases, 12
interviews

X

X

data collection: in-depth interviews, summary
report, company data (web site, service strategy
documents), reviews & comments, interview
protocol
data analysis: triangulation, iterative grounded
theory (systematic combining), within-case
analysis, cross-case analysis

Nenonen and Storbacka (2010)
conceptualisation of the business model
construct, discussion of its implication for the
management of value co-creation in a
business network

X

X

interaction research: literature review,
workshops (focus groups)

12 multinationally operating firms, senior level
executives

Raddats and Easingwood (2010)
new typology through which product-centric
businesses’ services strategies can be
categorised using these two dimensions,
which is used to explore four services
strategies and three growth options

X

X

semi-structured interviews, interview guide

22 companies (25 organisations), 40 interviews
with managers

qualitative data analysis: template analysis
(thematic analysis), NVivo 7 for analysing
interview scripts, modification initial template

X

X

soBM

3376 companies participating in the European
Manufacturing Survey, answering person CEO or
production manager, model based on reports from
1972 firms

BM

Sample

mailed questionnaire-based survey, test of
hypotheses by using a econometric model, Tobit
model (multivariate data analyses, econometric
regression model), likelihood ratio test (LR chisquare, df)

SD

Method / Analysis

ST

Quan

Qual

Ded

Author / Topic
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Ind
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X

Windahl and Lakemond (2010)
Integrated solutions from a service-centred
perspective, four different categories of
integrated solutions and a comparison of the
service- and the goods-centered logic with the
logic of integrated solutions:

X

Björkdahl (2011)
explains the causes and effects of the
phenomenon in which manufacturing ﬁrms
integrate ICTs in their established
manufacturing products

X

George and Bock (2011)
the business model in practice and its
implications for entrepreneurship research

X

Kujala et al. (2011)
factors that influence the choice of the
business model for a solution delivery in a
project-based firm

X

Appendices
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soBM

SD

ST

Quan

X

Qual

Ind

Wikström et al. (2010)
the particular requirements, characteristics
and combinations of business models in
project business

Ded

Author / Topic

X

X

Method / Analysis

Sample

X

research methodology: multiple-case study, semistructured interviews, documents, roundtable
discussions and workshops, feedback accuracy of
interpretations, identification business models,
categorisation of business models

6 project-based firms, industrial, international,
delivering complex systems, 23 senior executives
interviews

X

methodology: case study, longitudinal study,
semi-structured interviews, workshops, meetings,
theoretical replication, case description, withincase analysis, data coding, cross-case analysis,
systematic combining

3 firms in the capital goods industry, large
international players with history in manufacturing,
12 interviews

data collection: structured telephone interviews
(semi-structured, descriptive character, Likert
scales), triangulation, complementary information
(ﬁrms’ web pages, trade literature)

37 large Swedish manufacturing firms, executives

X

12 companies, managers (pilot)

X

X

X

X

X

X

data analysis: within-case analysis, cross-case
analysis, statistic
X

X

survey: survey instrument (open-end questions,
quantitative firm characteristics
discourse analyse (content analysis, textual
analysis): descriptive statistics, word frequency
assessment, z-test (generalisability), Cohen’s
kappa (interrater reliability)

X

single embedded unit case study: semi-structured
interviews, internal material, identification of
factors

182 senior managers (India), 13 managers (UK),
151 surveys from 130 unique organisations

multinational power company, 5 solutions, project
managers, service sales managers, contract
managers, 15 interviews

X
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X

Salonen (2011)
understanding of behavioural processes and
their impact on the transition from products to
services

X

Storbacka (2011)
The developed solution business model
framework assists ﬁrms wishing to design
solution business models

X

data collection: two pilot case studies, crafting
interview guide, interviews, memorandum about
each case; depth interviews

pilot study: 8 managers, 5 key decision makers
interview: 22 manufacturing companies, senior
managers

X

case study: comparative research design (crosscase), pilot test of interview guide, interviewer
bias, semi-structured interviews, transcript,
transcript validation, interpretation of data (NVivo
7), development framework of product-centric
business configurations

large manufacturing companies (11 sectors, UK
focus), 22 companies, total sample of 25
organisations, pilot test: 2 managers, main study:
40 managers (20 sales/marketing, 20 operations)

X

X

case study: interviews, seminars and workshops,
transcript, manual data categorisation and
analyse, abductive process, case summaries

industrial manufacturing sector, two global
manufacturers in the metal engineering sector with
HQ in Finland (Wärtsilä, Kone), interviews: 33
interviewees, workshop: company representatives

X

X

research process: abductive, combining induction
and deduction (systematic combining); three
phases: (1) framework development, (2)
explication of capabilities, and (3) interpretation

10 multinationally operating ﬁrms from different
industries

X

X

data analysis: transcripts, grounded theory
coding (open, axial, selective coding), review
framework

data collection: (2) interviews, (3) interviews
separately with each of the participating case
ﬁrms, (4) research workshops to get participants'
comments to the framework
Fundin et al. (2012)
description and further development of
existing models of service transition

soBM

X

Sample

BM

Raddats and Burton (2011)
investigation how product-centric businesses
operating in a B2B environment, configure
their organizations to align services strategy
with structure

Method / Analysis

SD

X

ST

Ulaga and Reinartz (2011)
examination of key success factors for
designing and delivering combinations of
goods and services in business markets

Quan

Author / Topic

Ind

Qual
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Ded

Appendices

X

X

X

multiple-case study approach (qualitative and
quantitative techniques)
data collection: interviews (semi-structured
interview protocol), database, transcription
data analysis: naïve reading of the interviews,
classification, calculations (profit margin), variable
building, linear model

(2) 5 expert interviews with senior managers, 10
interviews with
executives in Finland, Netherlands, and
Switzerland, (4) 23–32 representatives of the case
ﬁrms

17 companies in the Swedish machine industry,
17 interviews

X

X

X

X

X

X

X

inductive approach: literature review and case
study (two workshops)

1 company, Brazilian machine tool manufacturer,
representatives of sales, planning, engineering,
production

X

Paiola et al. (2013)
provision of a deeper understanding of the
strategic decisions about the ‘‘make or buy’’ of
capabilities

X

X

Qualitative research: exploratory case studies, indepth case studies, iterative grounded theory,
manual and computer-aided content analyses

20 exploratory cases: companies in Switzerland,
Germany, Italy; 4 in-depth cases, 23 interviews
with executives

X

eight research projects, involving a
total of 52 multinational enterprises from various
industries, 216 in-depth interviews, and 15 oneday workshops within the consortia groups (151
managers)

X

soBM

Sample

X

BM

Method / Analysis

Barquet et al. (2013)
framework to support the adoption of productservice systems employing the business
model concept

SD

ST

Quan

Qual

Ind

Ded

Author / Topic

X

X

X

X

exploratory studies: semi-structured interviews,
transcription, annual reports, company
documentation, pattern-matching logic, interjudge
reliability
in-depth studies: semi-structured interviews,
documentation (company literature, websites,
press), transcripts, case histories, review

Storbacka et al. (2013)
using a business model perspective, four
continua that are of speciﬁc relevance for
industrial ﬁrms transforming towards solution
business models are identified, the
opportunities and challenges related to
solution business model development in two
different business logics are explored

Appendices

X

X

X

synthetizing research process: data collected
from eight independent research projects,
interviews, workshops, research process:
interpretation and reﬂection (abductive, combining
induction and deduction; non-linear, nonsequential, iterative process), establishment of
emergent patterns, reﬁnement of the constructs
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A14

Critical Realist Research Spiral

Sub-themes for analysing data in critical realist research (Ryan et al., 2012, p. 302)
Tasks in the
research
process

Sub-themes
in the
research
process

Reflective question

Suggested response

Task one:
designing
critical realist
research

Ontological
Realism

How does the view that relationships
and networks are ‘real’ affect our
attempts to understand and explain
them? / or what are relationships if they
are not seen as ‘real’?

We need to try to understand business
relationships such that their properties
are legitimate objects of analysis.

How does the critical realist view of
relationships and networks-as-structure
deal with the issue of change and
transformation?

Task two:
ﬁeld
investigating
in critical
realist
research

Task three:
analysing
data in
critical realist
research

Task 4:
causal
explanations
in critical
realism
research
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Critical Realism proposes interplay
between human agency as the primary
mechanism of change and the provision
of stability via structure that involves
learning, reproduction and elaboration
processes, which emerge throughout
the lifetime of the relationship.

Epistemic
relativism

Does taking a critical realist position
mean that we should consider our
knowledge of business relationships as
corresponding directly with our empirical
observations?

There is no simple correspondence
between ideas and reality as knowledge
is always fallible and theory-laden.

Abductive
research
design

How can we design our research so as
to allow for higher levels of theoretical
sensitivity?

We need to make use of theoretical
lenses to sensitize the researcher to
collect certain kind of data, but to not
restrict data collection to only that type
of data.

Choice of
unit of
observation

What kinds of data should a critical
realist be interested in and why?

Narratives, documents, observations;
data triangulation

What role do events play in critical
realist research?

Events occur at the domain of actual
and are the lead to speciﬁcation of
causal mechanisms.

Choice of
unit of
analysis

What then, along with and beyond
events, might critical realist research be
drawn to, in the study of business
relationships and networks?

Human actions, perceptions and
decisions and the consequences of
these on the relationship.

Retroduction

How can we move beyond rich
description and consider causality in
business relationships and network
research?

Critical realism requires particular
modes of thinking to reflect on not only
what happened, but what could happen
or what has not happened; taking into
account the situational and contingent
nature of causal powers.

Identification
of
mechanisms

What are the possible source of
mechanisms and how do we decide on
those most important?

A priori from existing alternative theories
or posteriori from the data, including
within the conscious intentions of
actors, and in a less observable state
within the context of processes.

Judgmental
rationalism
Identiﬁcation
of
boundaries
of
explanation

How can a researcher judge between
competing explanations of the
phenomenon under examination?

This is based on judgmental rationalism
where all explanations/conjectures are
not equally fallible.

When do we stop causal analysis?

When we can make sense of the
internal relations in a relationship and
accepting that our explanations are both
local and theoretically generalisable. Of
course other more practical issues can
also play a part in deciding the end date
of research.
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Quality of Research

Validity and reliability tests in case study research (adapted Riege, 2003, pp. 78-79)
Case study
design test

Technique

Phase

Construct validity

Use multiple sources of evidence

Data collection

Establish chain of evidence

Data collection

Have key informants review draft case study reports

Researcher's diary &
report writing

Confirmability

Confirmability audit (examine the data, findings, interpretations and
recommendations)

Data collection
& data analysis

Internal Validity

Do within-case analysis, then cross-case pattern-matching

Data analysis

Do explanation building

Data analysis

Assure internal coherence of findings and concepts are systematically
related

Data analysis

Triangulation (sources, investigators, and methods)

Data collection
& data analysis

Peer debriefing

Data analysis

Member checks

Researcher's diary &
report writing

Researcher's assumptions, worldview, theoretical orientation

Research design

Researcher self-monitoring

Data collection
& data analysis

Use replication logic in multiple-case studies

Research design

Define scope and boundaries of reasonable analytical generalisation
for the research

Research design

Compare evidence with extant literature

Data analysis

Predetermined questions

Research design

“Thick” descriptions (develop case study data base)

Data collection

Cross-case analysis

Data analysis

Specific procedures for coding and analysis

Data analysis

Give full account of theories and ideas

Research design &
data analysis

Assure congruence between research issues and features of study
design

Research design

Develop and refine case study protocol

Data collection

Use multiple researchers

Data collection

Record observations and actions as concretely as possible

Data collection

Use case study protocol

Data collection

Record data, mechanically develop case study database

Data collection

Assure meaningful parallelism of findings across multiple data sources

Data collection

Use peer review/examination

Data analysis

Dependability audit (examine and document the process of inquiry)

Research design

Clarify researcher's theoretical position and biases

Research design

Credibility

External Validity

Transferability

Reliability

Dependability
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Sources of construct validity (confirmability) that refer “to how well information about
the constructs in the theory being built are measured in research” (Healy & Perry, 2000,
p. 124).
Issue

Details

Author(s)

Multiple sources of evidence

The different sources enable data
triangulation and the development of
converging lines of inquiry and
corroboration.

Yin (2009, pp. 114-118)

Feedback from informants

Is used as another source of
corroboration, to rule out
misinterpretation, and to ensure logical
and unbiased conclusions.

Miles and Huberman (1994, pp. 275277)
M. Q. Patton (2002, p. 562)
Stake (1995, pp. 115-116)
Yin (2009, pp. 114-118)

A clear chain of evidence /
audit trail

Is established to allow an external
auditor to follow the derivation of any
evidence.

Yin (2009, pp. 122-124)
Miles and Huberman (1994, pp. 281284)

Data triangulation

External auditor

Miles and Huberman (1994, pp. 266267)
M. Q. Patton (2002, p. 562)
Stake (1995, pp. 107-115)
Yin (2009, pp. 116-117)

Hirschman (1986)
M. Q. Patton (2002, p. 562)

Sources of internal validity (credibility) that indicate the usefulness of findings and their
credibility to readers of the research (Miles & Huberman, 1994, p. 278).
Issue

Details

Author(s)

Pattern-matching

A process that compares patterns
between the collected empirical data
and theory.

Trochim (1989)
Yin (2009, pp. 114-118)

Explanation building

A technique that builds an explanation
by analysing the collected data.

Yin (2009, pp. 141-144)

Abductive research process /
controlled opportunism

Due to the abductive research process
and controlled opportunism new findings
may lead to new propositions. Taking
advantage of new ideas during data
collection additionally improves internal
validity and construct validity
(Matthyssens & Vandenbempt, 2003).

Eisenhardt (1989)

308

Appendices

Sources of external validity (transferability, generalisation) that show similar or
different findings among similar or different respondents, organisations (Riege, 2003)
or cases (Yin, 2009, p. 54) and demonstrates that conclusions can be transferred to other
contexts (Miles & Huberman, 1994, p. 279).
Issue

Details

Author(s)

Cases for theoretical reasons

Specifications of the scope and
boundaries of the case, and of the
theoretical framework that states
conditions under which the phenomenon
to be studied is likely to be found,
enable the researcher to choose cases
for theoretical reasons.

Glaser and Strauss (1967, p. 48)
Hirschman (1986)
Riege (2003)
Yin (2009, pp. 114-118)

Replication

Cases chosen for theoretical reasons
are likely to replicate or extend the
emergent theory. Replication is attained
by applying the resulting theory to
another population.

Eisenhardt (1989)
Meredith (1998)
Yin (2009, p. 54)

Comparison of evidence with
extant literature

Comparison of evidence with extant
literature that conflicts with the results or
discusses similar findings further raises
generalisability.

Eisenhardt (1989)

Sources of reliability (dependability) that measure the stability and consistency of the
inquiry process (Riege, 2003), or the extent to which the case study can be audited
(Healy & Perry, 2000) and repeated (Yin, 2009, p. 45).
Issue

Details

Author(s)

Case study protocol

To increase reliability a case study
protocol is written that specifies in detail
how the entire case study is conducted.
It can, for example, include a description
of the procedures undertaken during
research.

Yin (2009, pp. 114-118)

Case study database

To enable the repeatability of the case
study, all data, such as notes and
recorded data, is put together in a case
study database.

Yin (2009, pp. 118-122)
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Knowledge Gaps in the Reviewed Research Literature and Questions for Further Research

Knowledge gaps in the reviewed research literature and questions for further research

Unanswered questions (Ux) and Tasks to do (Tx)

Service orientation
Only a small group of researchers has studied the opportunities and obstacles of a
manufacturer not only selling industrial goods but delivering tailored solutions that include
service and it has been acknowledged that there is a need for more research on the importance
of service in the manufacturing context.

T1:

More research on the importance of service in the manufacturing context.

U1:

How do the service strategies correspond with the foundational premises of the servicedominant logic?

U2:

How is a firm’s adoption of a strategy towards service orientation influenced by the servicedominant logic?

U3:

Research remains rather vague in indicating a degree of service orientation for each strategy.

T2:

Identification of how service strategies correspond to the service-dominant logic.

T3:

The influence of strategies on the business model is to be explored.

T4:

For greater analytical depth, companies whose service strategies show high correlation with the
service-dominant logic and further indicate a high degree of service orientation should be
chosen.

The literature review revealed a substantial divergence among researchers in regard to the
relevant elements of a business model. It must be questioned whether the failure to secure a
broad agreement on the structure of business models and its primary focus on the end
customer is a consequence of disparate contexts requiring disparate components or the
consequence of a fundamental misconception of the nature of the business model.

U4:

Substantial divergence among researchers in regard to the relevant elements of a business
model.

T5:

Is the failure to secure a broad agreement on the structure of business models and its primary
focus on the end customer a consequence of disparate contexts requiring disparate
components or the consequence of a fundamental misconception of the nature of the business
model?

It is common to research using a business model as a basis where the selection of the model or
the elements seems rather arbitrary and where some elements do not entirely fit with the
common elements found in the most popular business model frameworks. Thus, further
research has to indicate the importance of the various elements and to explain why they are
important in order to better ground the use of the elements.

U5:

The selection of the model or the elements seems rather arbitrary.

U6:

Some elements do not entirely fit with the common elements found in the most popular
business model frameworks.

T6:

Research has to indicate the importance of the various element.

T7:

Research has to explain why they are important in order to better ground the use of the
elements.

Service strategy, Service-dominant logic
Apart from a few exceptions that classified the presented strategies to conform to the goodsdominant or service-dominant logic, the existing literature tends to be somewhat lacking in
answering the question of how service strategies correspond with the foundational premises of
the service-dominant logic. Furthermore, literature does not comment on how a firm’s adoption
of a service strategy is influenced by the service-dominant logic. Then, although literature
indicates paths and growth options for the transition from a goods to a service strategy, it
remains rather vague in indicating a degree of service orientation for each strategy. Given this
lack of clarity, the purpose is to identify how service strategies correspond to the servicedominant logic. The influence of service strategies on the business model is to be explored. For
greater analytical depth, companies whose service strategies show high correlation with the
service-dominant logic and further indicate a high degree of service orientation should be
chosen.

Business model

Knowledge gaps in the reviewed research literature and questions for further research

Unanswered questions (Ux) and Tasks to do (Tx)

In the corresponding research literature, the descriptions of the elements in business models
are mostly tightly coupled to the examined case firms and therefore not very general.
Additionally, the studies lack descriptions of elements’ interdependencies, relationships and
how they influence each other. Another point is the rare references elements’ descriptions make
to the service-dominant logic. To sum up, research has not made a clear connection yet
between (1) the business model, (2) the transition from goods to service, and (3) the servicedominant logic that describes service orientation. The aim is to develop theory that connects all
three topics in a model. Furthermore, the business model’s performance serves as an indicator
for the success of a company’s transition to a service orientation.

U7:

The descriptions of the elements in business models are mostly tightly coupled to the examined
case firms and therefore not very general.

U8:

The studies lack descriptions of elements’ interdependencies, relationships and how they
influence each other.

U9:

Elements’ descriptions rarely make reference to the service-dominant logic.

U10:

Research has not made a clear connection yet between (1) the business model, (2) the
transition from goods to service, and (3) the service-dominant logic that describes service
orientation.

T8:

The aim is to develop theory that connects all three topics in a model.

T9:

The business model’s performance serves as an indicator for the success of a company’s
transition to a service orientation.

Researchers are increasingly interested in organisational change due to a manufacturer’s
transition to become service providers. However, these studies only addressed certain areas
and there is limited research that has studied a service orientation in the context of a business
model framework. This is more reason why this research is primarily based on the goodsdominant logic, emphasising value-in-exchange, rather than the service-dominant logic,
emphasising value-in-use. It remains unclear how factors that contribute to service orientation
can be implemented in a business model framework that is related to the service-dominant
logic. Hence, drawing upon previous research, a service-oriented business framework is to be
developed, whose elements are described by a single characteristic that represents a key issue
of the transition from goods to services based on the service-dominant logic. The manner in
which the elements are related to each other and how they influence each other are to be
explored.

U11:

Studies only addressed certain areas of the business model/organisation.

U12:

Limited research has studied a service orientation in the context of a business model
framework.

U13:

Research is primarily based on the goods-dominant logic, emphasising value-in-exchange,
rather than the service-dominant logic, emphasising value-in-use.

U14:

How can the factors that contribute to service orientation be implemented in a business model
framework that is related to the service-dominant logic?

T10:

Drawing upon previous research, a service-oriented business framework is to be developed,
whose elements are described by a single characteristic that represents a key issue of the
transition from goods to services based on the service-dominant logic. The manner in which the
elements are related to each other and how they influence each other are to be explored.

A transition from goods to service is typically triggered by the growing installed base of highly
engineered goods; such goods create their own service future. This shift scenario highlights
another issue that has not been answered so far: Are business models outcomes of service
strategies, transitions, or the drivers of transitions? We are dealing with complex dynamic
transitions that at present do not appear to be fully understood.

U15:

The shift scenario highlights another issue that has not been answered so far: are business
models outcomes of service strategies, transitions, or the drivers of transitions?

T11:

We are dealing with complex dynamic transitions that at present do not appear to be fully
understood.

Literature that studied the strategy-structure configuration chosen by manufacturing companies
to develop their service business is sparse. A first study concludes that each service strategy
corresponds with only one specific configuration of organisational element, a second that the
relative importance of the different elements varies with each strategic change. Furthermore, it
should be highlighted that research neglects how service strategies are interrelated with
business model frameworks. However, it is to be assumed that there is a strategy-business
model configuration with characteristics similar to those of the strategy-structure configuration.

U16:

How are service strategies interrelated with business model frameworks?

T12:

It is to be assumed that there is a strategy-business model configuration with characteristics
similar to those of the strategy-structure configuration.

Service orientation of a company
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Sub-Research Questions, Case Study Questions and Interview Questions

Q/A = Question or Analysis; L= Link to other case study (sub-research) question; I= Interview question (Topic and Number); KS = Link to knowledge gaps and questions (see Appendix A16)
Case Study Question (Sub-Research Question)

Q/A

Source of Evidence (Information required to answer the
sub-research question)

Q

- What are the changes in the company due to a service
orientation/as a result of the transition?

L

IQ

Interview Question

What changed within the company (e.g. structure,
people, knowledge …) with the introduction of service?
What organisational parameters/elements (e.g. structure,
people, knowledge …) were/are affected by the transition
towards service?

Tts-4

KS: U4, U5, T5, T10

Tts-2
Cbm-3

Which of the following elements (of the proposed
business model framework) were/are affected by a
transition from goods to service?

Cbm-5

- How did the change take place in the elements of the
proposed business model?

How did/does the transition towards a service orientation
take place? How was/is a service orientation achieved in
the company?

To what extent are these business model elements
affected by the transition (0 – not affected, 100 –
significantly affected)? What is the importance of these
elements (order of importance)?

Cbm-6

- Which elements of the proposed business model are
affected by the transition? And to what extent?

SQ1-01, 3
SQ1-05, 1; SQ2-09, 1

SQ1-01, 2
SQ1-08, 1

- How did the changes take place?

SQ1-01, 4
SQ2-09, 3

SQ1-1: “In developing a service orientation in
manufacturing organisations around a value proposition
that places the customer as central to value, which other
elements of the business model framework are adapted
and how is this being operationalized in practice?”

SQ1-01, 1
SQ1-08, 1; SQ2-09, 1

Service-oriented Business Model

What were/are the changes/adjustments in the business
model elements due to the service orientation? How
did/do these changes take place? How were/are these
changes implemented in practice? What changes are
required for further service?

Source of Evidence (Information required to answer the
sub-research question)

SQ1-2: “Which other elements that are not part of the
proposed business model framework require
transformation to a service orientation?”

Q/A

- Which elements that are not part of the proposed
business model are affected by the transition? Or which
are important for a transition?
- Which changes are required in these elements?

A

Analysis SQ1-1, SQ1-2

Q

- Which elements of the BMF influence each other?
- Which are the most important relationships?
- How do the business model elements influence each
other?

KS: U4, U5, T5, T10
SQ1-3: “How comprehensively do the elements of the
proposed business model framework capture the
dimensions of a firm undergoing transformation to a
service-oriented manufacturing company?”

L

IQ

Interview Question
What other elements (that are not part of proposed the
business model) are affected by the transition? Or are
important for a successful transition?

Cbm-7

Q/A

SQ1-02, 1
-

Case Study Question (Sub-Research Question)

KS: U8, T10

Appendices

What are the relationships between the elements? How
do the elements influence each other? Which are the
most important relationships?

Cbm-8

SQ1-4: “What interdependencies and relationships exist
between the elements of a service-oriented business
model of a manufacturing company and how do these
elements influence each other?”

SQ1-04, 1
SQ2-09, 2

KS: U4, U5, U6, T5
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Q/A

Source of Evidence (Information required to answer the
sub-research question)

Q

- What is the importance of the proposed business model
elements during a transition? Order of importance?

L

IQ

Interview Question

SQ1-6: “How can a business model framework that serves
as a comprehensive model of organisational design
elements support the transition process and enrich the
discussion on value creation and the service-dominant
logic in goods-dominant manufacturing companies?”
KS: U9, U10, U12, U13, U14, T8, T10

Q/A

- Is the business model concept used during strategy
development and implementation?
- What is the experience with that tool (business model
concept)?
- How is the business model concept useful?
Analysis based on literature review

Cbm-3
Cbm-5
Dso-1
Dso-5

- Are there other proposals for an element's indicator of
service orientation?

Which of the following elements (of the proposed
business model framework) were/are affected by a
transition from goods to service?
To what extent are these elements (of the business
model framework - BMF) affected by the transition (0 –
not affected, 100 – significantly affected)? What is the
importance of these elements (order of importance)?
Which of the following drivers of service orientation are
important in practice?

Are there other drivers for a service orientation? Is there
any relationship of these (new) drivers to the previously
discussed business model elements?

Does your company have any experience with the
business model concept (as managerial tool)? How
was/is the tool used (e.g. during the strategy
development process)? Do you find it useful?

Cbm-2

- What is the importance of the proposed indicators of
each element's level of service orientation in practice?

SQ1-05, 3
-

KS: T6, T7, T9

SQ1-06, 1
SQ2-07, 1

SQ1-5: “How do the different elements of a serviceoriented business model influence the success of a
manufacturer company’s transition to service?”

SQ1-05, 2 SQ1-05, 1
SQ1-09, 1 SQ1-01, 3; SQ2-09, 1

Business Model and Successful Transition

Case Study Question (Sub-Research Question)

Q/A

Source of Evidence (Information required to answer the
sub-research question)

A

Analysis based on literature review

Q

- How was a service orientation achieved in the
company?

L

IQ

Interview Question

Service-oriented Business Model Elements
SQ1-7: “Given the discussed organisational design
elements found in research literature that contribute to
effective implementations of service orientations; how do
these factors relate to the service-dominant logic and how
can they serve as drivers of service orientation of the
business model elements?”

- Are there any (performance) indicators for the
measurement of service orientation in the company?
- What are the indicators of a successful transition?

Appendices

SQ1-08, 2
-

Tts-2
What changed within the company (e.g. structure,
people, knowledge …) with the introduction of service?
What organisational parameters/elements (e.g. structure,
people, knowledge …) were/are affected by the transition
towards service?

Tts-4

SQ1-08, 1
SQ1-01, 1; SQ2-09, 1

KS: U7, T7, T10

How did/does the transition towards a service orientation
take place? How was/is a service orientation achieved in
the company?

Does the company have any (performance) indicators for
measuring the success of the transition and/or the
achieved service orientation?

Tts-6

SQ1-8: “How do manufacturers achieve and determine
service orientation in the diverse elements of the business
model?

SQ1-08, 1
SQ1-01, 2

KS: U11, U12, U13, U14, T10
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Q/A

Source of Evidence (Information required to answer the
sub-research question)

L

SQ1-9: “To what extent does the service orientation
achieved in the business model elements correspond with
the proposed drivers of service orientation and thus with
the foundational premises of the service-dominant logic?”

Q

- What is the importance of the proposed indicators of
each element's level of service orientation in practice?

SQ1-09, 2
SQ1-11, 1
- What are the key issues of a transition?
- What are the key challenges of a transition?

Q/A

Source of Evidence (Information required to answer the
sub-research question)

Q/A

- What are the levels of service orientation in the
elements of the business models of the case companies?
(on a scale from 0..100)
- How is the level measured?

Are there any (performance) indicators for measuring the
application/the success (level of service orientation) of
these drivers? To what extent are the drivers applied in
your company; what are the levels of service orientation
of the drivers in your company on a scale ranging from
zero to hundred (e.g. 0 = no value proposition
customisation, 100 = value proposition customisation for
each offer)?
What were/are the key issues/challenges in developing a
service orientation/during the transition? What factors
were/are critical for a successful transition?

Tts-7

Case Study Question (Sub-Research Question)

Which of the following drivers of service orientation are
important in practice?

L

IQ

Interview Question

Dso-4

KS: T6, T7, T10

Interview Question

SQ1-10, 1
-

Tts-5

Q

Dso-4

- To what extent is the proposed level of service
orientation achieved in the elements?

KS: U9, U13, U14, T6, T10

SQ1-10: “How comprehensively do the proposed drivers of
service orientation capture the key issues that managers
have to focus on to increase their businesses’ service
orientation?”

IQ

Dso-1

Case Study Question (Sub-Research Question)

SQ1-09, 1
SQ1-05, 2
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Are there any (performance) indicators for measuring the
application/the success (level of service orientation) of
these drivers? To what extent are the drivers applied in
your company; what are the levels of service orientation
of the drivers in your company on a scale ranging from
zero to hundred (e.g. 0 = no value proposition
customisation, 100 = value proposition customisation for
each offer)?

Looking back on unsuccessful actions regarding the
service orientation: are there any? What factors
contributed to the failures?

SQ1-11: “In developing a service-oriented business model,
what level of service orientation is to be achieved in each
element of the business model in order to have success
with the transition from a capital goods supplier
organisation to a customer problem solving organisation?”

Analysis based on literature review
KS: T6, T9, T10

SQ1-11, 1
SQ1-09, 2

Business Model Elements and Successful Transition

Q/A

Source of Evidence (Information required to answer the
sub-research question)

Q/A

- Which goods and service are offered?

L

IQ

Interview Question

Se-3

Case Study Question (Sub-Research Question)

What does the company’s offer consist of? What kind of
goods does your company offer? And what kind of
services?

Service Orientation
SQ2-1: “What are the service strategies adopted by
manufacturers and how do these strategies match with the
service strategy categories found in literature?”

Analysis based on documents from companies

Se-4
Se-5

SQ2-01, 1
-

What is the most advanced service you offer?

What is the company’s service strategy (if there is any)?

St-3

Which of the following service strategies is similar to your
company’s strategy? After Sales Service Provider,
Customer Support Service Provider, Outsourcing
Partner, Development Partner.

Analysis based on documents from companies

Appendices

Se-7

On a scale from zero (pure manufacturer) to hundred
(pure service provider), where would you locate your
company?

What additional service could be offered (depending on
the offered good) by the company? What other goodsservice offerings (solutions) would be possible?

Se-6

- Which additional service could be offered?
- What other goods-service offerings are possible?

SQ2-02, 1

Q/A

SQ2-01, 3

- What is the service orientation on the goods-service
continuum?

SQ2-2: “What goods-service offerings and thus service
strategies are possible for the given manufactured capital
goods?”

What is the content of the strategy? What has been
defined?

St-2

SQ2-01, 2
-

SQ2-01, 2
SQ2-08, 1

Analysis based on documents from companies

St-1

- What is/was the service strategy (if there is any)?

Analysis based on documents from companies

What is the most important service for the company (e.g.
in terms of profit/revenue, regarding the support of the
sale of goods)?
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Q/A

Source of Evidence (Information required to answer the
sub-research question)

Q/A

- Are there strategic goals that correspond with the
propositions (e.g. long-term relationship)?

L

IQ

Interview Question

Service Orientation and Service-Dominant Logic
SQ2-3: “How do the various service strategies pursued by
manufacturers correspond with the foundational premises
of the service-dominant logic?”

Analysis SQ2-1, SQ2-2
KS: U1, T2
SQ2-4: “What strategies show high correlation with the
service-dominant logic and indicate a high level of service
orientation?”

A

Analysis SQ-2,3
Analysis based on literature review

Q

- Is the S-D logic known by the companies?
- Which of the propositions (theories) are known? And
which are pursued?

Dso-2

Which of these drivers (theories) used to increase
service orientation are known to you? Which of the
drivers play an important role in your company (order of
importance)?

Which of these drivers were/are taken into account for
the service strategy development? Are there any
strategic goals that correspond with these drivers? How
are these goals described? What is to achieve?

Dso-3

KS: U2

SQ2-05, 1
SQ2-10, 1

SQ2-5: “How is a firm’s adoption of a strategy towards
service orientation influenced by the service-dominant
logic?”

SQ2-05, 1
-

KS: U3, T4

Case Study Question (Sub-Research Question)

Q/A

Source of Evidence (Information required to answer the
sub-research question)

Q

- What are the triggers for the development of a service
strategy?

L

IQ

Interview Question

Service Orientation and Business Model

KS: U15, T11

St-4

What were/are the triggers for the development of the
service strategy?

SQ2-06, 1
-

SQ2-6: “Are service-oriented business models outcomes
of service strategies, transitions triggered by the growing
installed base of goods that create their own service
future, or the drivers of transitions?”
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Se-2
Tts-1

SQ2-06, 3
-

What is a business model?

Cbm-1

- Is the business model concept known? If yes, how is it
used?

SQ2-07, 1
SQ1-06, 1

KS: U16, T3

Q

When did the company start to add service to the already
manufactured goods? Since when does your company
offer services?
What were/are the triggers for the implementation of a
service strategy or the transition towards service?

Cbm-2

SQ2-7: “How are service strategies influenced by business
model frameworks and vice-versa?”

SQ2-07, 1

- What are the triggers for the implementation of a
service strategy?

Se-1

Why did your firm decide to offer services in addition to
the manufactured goods?

SQ2-06, 2
-

- What are the triggers for a transition to service?

Does your company have any experience with the
business model concept (as managerial tool)? How
was/is the tool used (e.g. during the strategy
development process)? Do you find it useful?
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- Which elements of the BMF are taken into account by
the strategy development?

KS: T12

Interview Question
What is the company’s service strategy (if there is any)?

St-1

Q

IQ

St-3

SQ2-8: “When developing a service strategy for
manufacturing companies which elements of the business
model framework are part of and incorporated in the
strategy?”

L

What is the content of the strategy? What has been
defined?
Which of these elements were/are taken into account for
the service strategy development?

Cbm-4

Source of Evidence (Information required to answer the
sub-research question)

SQ2-08, 1
SQ2-01, 2

Q/A

SQ2-08, 1
-

Case Study Question (Sub-Research Question)

- Which elements of the business model were adjusted
during the transition?

- Which relationships between the elements are
important?

SQ2-09, 2
SQ1-04, 1

SQ2-09, 1
SQ1-01, 3; SQ1-05, 1

KS: T12

What changed within the company (e.g. structure,
people, knowledge …) with the introduction of service?
What organisational parameters/elements (e.g. structure,
people, knowledge …) were/are affected by the transition
towards service?

Cbm-6

SQ2-09, 3
SQ1-01, 4

Which of the following elements (of the proposed
business model framework) were/are affected by a
transition from goods to service?
To what extent are these elements (of the business
model framework - BMF) affected by the transition (0 –
not affected, 100 – significantly affected)? What is the
importance of these elements (order of importance)?

What are the relationships between the elements? How
do the elements influence each other? Which are the
most important relationships?

- How was the change implemented?
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Interview Question

Tts-4

Q

IQ

Cbm-3

SQ2-9: “Depending on the chosen service strategy, which
elements from the business model framework and which
relationships between the elements are adjusted? And
how are the adjustments operationalized in practice?”

L

Cbm-5

Source of Evidence (Information required to answer the
sub-research question)

Cbm-8

Q/A

SQ2-09, 1
SQ1-01, 1; SQ1-08, 1

Case Study Question (Sub-Research Question)

What were/are the changes/adjustments in the elements
(of the BMF) due to the service orientation? How did/do
these changes take place? How were/are these changes
implemented in practice? What changes are required for
further service?
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Case Study Question (Sub-Research Question)
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Q/A

Source of Evidence (Information required to answer the
sub-research question)

Q

- Is there any indication about the aim to achieve a
certain level of the propositions (theories)?
- If yes how is it described?

A

Analysis SQ2-10

Q/A

Source of Evidence (Information required to answer the
sub-research question)

L

IQ

Interview Question

KS: U3, U16, T3, T4, T10, T12
SQ2-11: “Given two business models for different service
strategies; how do the same elements in both business
models differ in the level of service orientation?”

Dso-3

SQ2-10: “How do service strategies describe the
anticipated level of service orientation for each of the
elements in the business model framework?”

SQ2-10, 1
SQ2-05, 1

Service Orientation and Business Model Elements

L

IQ

Which of these drivers were/are taken into account for
the service strategy development? Are there any
strategic goals that correspond with these drivers? How
are these goals described? What is to achieve?

KS: U3, U16, T3, T4, T6, T10, T12
Case Study Question (Sub-Research Question)

Interview Question

Finances
Is the service orientation successful in terms of the share
of total revenue attributable to service?

What is the overall profitability (return on sales) of the
company?

SQ3-02, 1

SQ3-2

Tts-3

How successful is the company with its service
orientation?

SQ3-01, 1

SQ3-1

What is the direct service profitability (return on sales of
services) of the company?

A18

Interview Guide

The Successful Transition of
Industrial Companies from Manufacturers to Service Providers
Interview Guide
The following introduction will be used to present the research to the respondents

The objective with this study is to acquire an understanding of how a company, or its
business model, has to be configured to enable a successful transition from a capital
goods manufacturer to a service provider. In focus are companies moving from a goods
focus (supplying stand-alone physical goods) towards services (or delivering goods and
services to customer’s needs), and the changes and challenges these companies face
during the transition process. The interviews carried out will be focused on the
company’s business. Moreover, they focus on the five question areas and their
associated questions listed below.
Main question areas:


Services: Which are the services provided to the client today?



Service strategy: What is the service strategy of the company?



Transition towards service: Which changes have taken place during the transition?
Which organisational elements were affected?



Change in the business model: Which elements of a business model were affected
by the transition from a manufacturer to a service provider?



Drivers for a service orientation: Which are the drivers of a service orientation?
How important are they in practice?

The whole research is completely confidential. This means that I will not identify you
by name or by your position in the company, when I discuss or quote any of the answers
from the interview. Likewise, I will not provide any information about you when I
discuss or publish the results of the study.
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The following protocol is used to guide the interviews. The questions should be asked and answered in
the order given.

Interviewee’s background


Your background (Education, Job, Companies)?



Your position/role at the company?



What goods/services/integrated solutions are you involved with?

Services


Why did your firm decide to offer services in addition to the manufactured goods?



When did the company start to add service to the already manufactured goods?
Since when does your company offer services?



What does the company’s offer consist of? What kind of goods does your company
offer? And what kind of services?



What is the most advanced service you offer?



What is the most important service for the company (e.g. in terms of profit/revenue,
regarding the support of the sale of goods)?



What additional service could be offered (depending on the offered good) by the
company? What other goods-service offerings (solutions) would be possible?



On a scale from zero (pure manufacturer) to hundred (pure service provider), where
would you locate your company?
[Figure 1: Goods-service continuum]
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Service strategy


What is the company’s service strategy (if there is any)?



Which of the following service strategies is similar to your company’s strategy?
After Sales Service Provider, Customer Support Service Provider, Outsourcing
Partner, Development Partner.
[Figure 2: Service strategies and examples]



What is the content of the strategy? What has been defined?



What were/are the triggers for the development of the service strategy?

Transition towards service


What were/are the triggers for the implementation of a service strategy or the
transition towards service?



How did/does the transition towards a service orientation5 take place? How was/is a
service orientation achieved in the company?



Is the service orientation successful in terms of the share of total revenue
attributable to service?



What changed within the company (e.g. structure, people, knowledge, …) with the
introduction of service? What organisational parameters/elements (e.g. structure,
people, knowledge …) were/are affected by the transition towards service?



What were/are the key issues/challenges in developing a service orientation/during
the transition? What factors were/are critical for a successful transition?



Does the company have any (performance) indicators for measuring the success of
the transition and/or the achieved service orientation?



Looking back on unsuccessful actions regarding the service orientation: are there
any? What factors contributed to the failures?

5

Service orientation: The increase of the relevance of the service component in the total
offering (product).
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Change in the business model


What is a business model?



Does your company have any experience with the business model concept (as
managerial tool)? How was/is the tool used (e.g. during the strategy development
process)? Do you find it useful?



Which of the following elements (of the proposed business model framework)
were/are affected by a transition from goods to service?
[Figure 3: Business model framework and its elements]
Value Proposition
Customer Relationship
Distribution Channel
Target Customer
Partnership Network
Value Configuration (Activities, Processes)
Capability (Key Resources, Core Competencies)
Revenue
Costs



Which of these elements were/are taken into account for the service strategy
development?



To what extent are these elements (of the business model framework - BMF)
affected by the transition (0 – not affected, 100 – significantly affected)? What is the
importance of these elements (order of importance)?



What were/are the changes/adjustments in the elements (of the BMF) due to the
service orientation? How did/do these changes take place? How were/are these
changes implemented in practice? What changes are required for further service?



What other elements (that are not part of proposed the BMF) are affected by the
transition? Or are important for a successful transition?



What are the relationships between the elements? How do the elements influence
each other? Which are the most important relationships?
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Drivers for a service orientation


Which of the following drivers of service orientation are important in practice?
[Figure 4: Indicators of a service orientation]
Value proposition customisation to customer’s needs
Long-term relationships
Customer knowledge (by interaction/dialogue)
Customer’s involvement in value creation
Partners co-creating value (outsourcing)
Distinct service organisation
Importance of skills and knowledge (operant resources) in comparison to static factors for
e.g. raw materials, components, machines (operand resources)
Share of total revenue attributable to service



Which of these drivers (theories) used to increase service orientation are known to
you? Which of the drivers play an important role in your company (order of
importance)?



Which of these drivers were/are taken into account for the service strategy
development? Are there any strategic goals that correspond with these drivers? How
are these goals described? What is to achieve?



Are there any (performance) indicators for measuring the application/the success
(level of service orientation) of these drivers? To what extent are the drivers applied
in your company; what are the levels of service orientation of the drivers in your
company on a scale ranging from zero to hundred (e.g. 0 = no value proposition
customisation, 100 = value proposition customisation for each offer)?



Are there other drivers for a service orientation? Is there any relationship of these
(new) drivers to the previously discussed (BMF) elements?

Appendices
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Finances


What share of total turnover did services achieve that have been invoiced
directly/indirectly to your customers (e.g. service as a percentage of turnover in
20xx, percentage of service introduced in the last x years)? Is the share reported in
for e.g. the annual report?



What is the overall profitability (return on sales) of the company? *



What is the direct service profitability (return on sales of services) of the company?
*

* this additional questions were asked and answered after the interview

Final


Is there anything else you would like to add? For instance, an important point of
view that has been neglected in the discussion?

Figure 1: Goods-service continuum

based on the goods-service continuum (Oliva & Kallenberg, 2003)
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Figure 2: Service strategies and examples
Strategy
After-Sales Service Provider

Customer Support Service
Provider

Outsourcing Partner

Development Partner

Value Proposition
Offering basic services for
the installed base in the
after-sales phase to react as
fast as possible to any
product breakdowns.
Correcting product faults.
Offering advanced
maintenance services to
prevent any product
breakdowns within the aftersales phase.
Avoiding product faults;
increasing efficiency and
effectiveness of the
customer’s processes.
Reconfiguring the
responsibilities within the
value chain through offering
operational services in order
to take over the operating
risk and full responsibility for
the customer’s operating
processes.

Main focus of service offering
Basic services for the
installed base: Productoriented training, help desk,
inspection services,
diagnosis services, repair
services.
Maintenance services:
Preventive maintenance, full
maintenance contracts,
annual maintenance
activities, service-level
agreements on maintenance,
process optimization through
continuous maintenance.

Operational services:
Managing the whole
maintenance function,
operating the product,
managing spare parts
logistics, operating repair
teams for customers,
managing the training and
personnel development.

Reducing capital
commitment; continuously
improving the outsourced
processes.
Co-producing R&D services
within the pre-sales phase in
order to possess a unique
and hard-to-imitate
competency position.

R&D-oriented services:
Process design, processoriented engineering (tests,
optimization, simulation),
development services,
construction (design)
Reducing development times services, business consulting
and cost whilst improving
in product and process
quality.
development.
based on Fischer, Gebauer, & Fleisch (2012), Gebauer, Edvardsson, Gustafsson, & Witell (2010)
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Figure 3: Business model framework and its elements

based on the Business Model Ontology (Osterwalder, 2004)

Figure 4: Indicators of a service orientation
C

Customisation

CR
CK
I
P
D
O

Customer relationship
Customer knowledge
Involvement in value creation
Partner co-creating value
Distinct service organisation
Operant resources

S

Share of total revenue
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Value proposition customisation to customer’s
needs
Long-term relationships
Customer knowledge (by interaction/dialogue)
Customer’s involvement in value creation
Partners co-creating value (outsourcing)
Distinct service organisation
Importance of skills and knowledge (operant
resources) in comparison to static factors for e.g.
raw materials, components, machines (operand
resources)
Share of total revenue attributable to service
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Analysed Data and Data Storage
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Example of Answers to the Interview Questions

L= Link to other case study (sub-research) question; IQ= Interview question (Topic and Number);
Business Model Elements: PN = Partner Network; RC = Resources & Capabilities; VA = Value Configuration & Activities; VP = Value Proposition; CR = Customer Relationship; CH = Channel;
CU = Customer; FA = Financial Aspects; cu = Culture
L

IQ

Interview Question
What changed within the company
(e.g. structure, people, knowledge …)
with the introduction of service? What
organisational parameters/elements
(e.g. structure, people, knowledge …)
were/are affected by the transition
towards service?

Answers to the Interview Questions (key phrases sorted according to the business model elements)
[PN] Global expansion of partnerships.
[RC] The organisation is adapted to the new situation and further employees are hired, to enable delivery of the required support to the
customers. New IT-systems are implemented (SAP, knowledge management for technicians). High training budget for improvement of
competences (e.g. software, processes, electrics/electronics). Appointment of a global service manager and of a team committed to the
service products.
[VA] Appointment of a global service manager and of a team committed to the service products. Global service strategy rollout (globally
organised service business). Separation of spare parts and service business. Spare parts business should be stable and grow. Global
expansion of engineering and consulting business.

[CR] Build up a customer relationship. Selling service as a consultant, rather than as a sales person. Support the customer with technicians.
Visit the customer more often at his site.
[CH] Establish more contact to the customer. Build up knowledge about what the customer is doing. Selling service as a consultant, rather
than as a sales person. Support the customer with technicians. Visit the customer more often at his site.
[FA] Develop an understanding of engineering and consulting as a service and charge for it.

Tts-4

SQ1-01, 1
SQ1-08, 1; SQ2-09, 1

[VP] Develop an understanding of engineering and consulting as a service and charge for it. Presentation of the company as a service provider
(including engineering and consulting). Service is acknowledged by management as a strategic factor and there is an awareness of service in
the company.

How did/does the transition towards a
service orientation take place? How
was/is a service orientation achieved
in the company?

[cu] Service is acknowledged by management as a strategic factor and there is an awareness of service in the company. Develop an
understanding of engineering and consulting as a service and charge for it.
A service strategy was missing but now with such a strategy, service is actively developed.
[PN] Global organisation of service organisation. International service organisations are part of the partner network.

[VP] Clients should be charged for engineering services. Presentation of the company as a service provider (including engineering and
consulting). Development of a service portfolio.

Tts-2

SQ1-01, 2
SQ1-08, 1

[VA] Global expansion of engineering and consulting business.

[FA] Clients should be charged for engineering services.

A21

Answers to the Case Study (Sub-Research) Questions – Company A

This is a shortened version of the answers; the full version is available from the researcher on request.
[XY] = Label for business model element; [-XY] = Link to other business model element; [+] = Subject stressed by multiple interviewees; (* …..) = Comment; (FPx) = foundational premise of S-D logic
Service-oriented Business Model
“In developing a service orientation in
manufacturing organisations around a value
proposition that places the customer as
central to value, what other elements of the
business model framework are adapted and
how is this being operationalized in
practice?”

 There is a general agreement that all of the business model elements are affected from a service orientation.
 Partner Network [PN]: The network is developed in two directions. There is the internal partner network consisting of the country subsidiaries that
delivers service to the customers. This network has to be organised in order to deliver the same service offerings at the same quality worldwide.
Therefore, the country subsidiaries’ competences have to be further widened. It is the goal to integrate external distributors to company owned
country subsidiaries. The second partner network includes external suppliers and industry organisations. It is the goal to extend the co-operation with
suppliers for new developments and the projects and to develop a close relationship with them. Furthermore, more attention should be given to
industry organisations that help to generate new projects and to understand the rules of the markets.
 Resources & Capabilities [RC]: A team is committed to the development and management of the service products. An increased customer
request for the offered services will have the consequence that the company has to hire or train employees. Then, these employees will help to
provide services in one of the business units at the headquarter or in one of the country subsidiaries. The service should be provided by the
company’s own people. New IT-systems are provided to support the employees’ service activities. Training is available if requested in order to
improve the competencies. It is important that the service technicians are aware of their importance for the clients. Lastly, the company’s
manufacturing capabilities remain an important aspect.
 Value Configuration & Activities [VA]: There is a separate business unit responsible for the development and management of the service products
(mainly customer support service). The spare parts business is run outside of this unit. The service business unit coordinates the development of the
worldwide service organisations. An information network between partners, units and global service subsidiaries is to be established and the
interaction between these organisations to be defined. The missing processes (e.g. services, engineering, case management), infrastructure (e.g.
checklists for service, knowledge data base) and organisation for the service business, have to be developed. Activities in sales should change from
push (development and sales) to pull (acknowledgment of market needs). Consulting and engineering activities are to be increased. It is highlighted
that the flexibility and fast realisation power of the company are competitive advantages that need to remain.

SQ1-1

 The Value Proposition [VP]: The value proposition is operationalised by presenting the company as service provider and reliable partner for
engineering and consulting. Therefore, the company has to define and develop its service portfolio. Furthermore, it has to develop an understanding
for engineering and consulting as service and to charge for these activities. Marketing activities have to support the goal to make the customers
aware of the service offerings.

Appendices

 Customer Relationship [CR]: The relationship to customers and middlemen (e.g. customer’s consultants) is to be improved and strengthened. The
relationship is to change from reactive to proactive, therefore customers should be visited more often at their sites. The relationship is to be based on
consulting activities. Strong customer relationships will enable the company to “feel” the customer and understand his needs.
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“In developing a service orientation in
manufacturing organisations around a value
proposition that places the customer as
central to value, what other elements of the
business model framework are adapted and
how is this being operationalized in
practice?”
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 The Channel [CH]: Services are to be sold based on know-how and professionalism. Therefore, the sales person has to understand that selling is
not a transaction. Selling services requires building up of knowledge about what the customer is doing and an understanding of the customer’s
needs. Knowledge is acquired by proactively visiting customers. The customer has to build up an understanding for service. For engineering
projects, direct contact between the customer and the engineering unit is beneficial.
 The Customer [CU]: The company has to convince its customers, who are doing a service orientation themselves, of the advantages of services.
For the development of good services, knowledge about the customer is important. Thus, the company has to be in dialogue with its customers and
to give priority to close co-operation. Co-creation with customers is already a strength of the company.
 Financial Aspects [FA]: The company has to determine the prices for the service products. Furthermore, the company has to decide whether the
costs of their consulting and engineering services are billed directly to the customer or included in the costs of a manufactured product.
 Culture [cu]: Culture is regarded as a further element that influences a service orientation. The company has to acknowledge service as an
important part of its offerings. Furthermore, the company’s consulting and engineering activities should be priced and treated as service offerings.

… SQ1-1

 Business Model [bm]: It is acknowledged that all elements of a business model have to be adapted for a service orientation.
 The Service Strategy [st]: A service strategy is actively developed.
 On the whole, the presented business model is regarded so as to include the elements to consider. No further elements that require
transformation to a service orientation are proposed. The question of how environmental influences, such as crisis, new rules or regulations that
might impact the business, or subsidiaries packets on the markets that might be chances for a new business, may affect the business model is
raised. Furthermore, it is added that external partnership networks such as standardisation bodies and industries (“little families”), which are
perceived as acting a level above the business model, help to generate business.

“How comprehensively do the elements of
the proposed business model framework
capture the dimensions of a firm undergoing
transformation to a service-oriented
manufacturing company?”

 The dimensions of a firm undergoing transformation to a service-oriented manufacturing company brought up from the interviewees can be easily
placed in the elements of the presented business model, with the exception of the culture of a company that is repeatedly mentioned as an overall
element that influences the whole business model and the service orientation. It should be added that some aspects of a transition, for example the
development of a global service organisation or the importance of knowing customers’ needs, may be placed in more than one of the business
model elements, either on the left ([PN] [RC] [VA]) or right side ([CR] [CH] [CU]) of the business model.

SQ1-3

SQ1-2

“What other elements that are not part of the
proposed business model framework require
transformation to a service orientation?”

(Analysis based on SQ1-1, and SQ1-2)

 The following relationships are proposed: First, the value proposition [VP] influences the resources [RC] and the customers [CU]. Secondly, there
are, the other way round, the customers [CU] that influence the value proposition [VP] very strongly and thus also the suppliers’ processes [VA].
Furthermore, satisfying customer needs [CU] should result in a long-term customer relationship [CR]. In some cases, the customer [CU] is influenced
by consultants, who act as the customer’s partner network [PN]. Thirdly, customer knowledge [CH] is required to customise product [VP] and satisfy
customer needs [CU]. Fourthly, the right resources [RC] help to build up good customer relationships [CR]. And finally, companies should generate
profit [FA], if they understand the customer [CH] and satisfy customer needs [CU].

SQ1-4

“What interdependencies and relationships
exist between the elements of a serviceoriented business model of a manufacturing
company and how do these elements
influence each other?”

Business Model and Successful Transition
“How do the different elements of a serviceoriented business model influence the
success of a manufacturer company’s
transition to service?”

 Partner Network [PN]: The success of the company’s transition to service is influenced by the ability of the company (1) to develop a well working
global service network; (2) to successfully co-operate with suppliers; and (3) to interact with industry organisations and other groups.
 Resources and Capabilities [RC]: The success of the company’s transition to service is influenced by the ability of the company (1) to develop or
hire the required employees; (2) to have the people with competencies relevant to solve the customer’s problems; (3) to build up competencies
required in the field; and (4) to maintain its manufacturing capabilities.
 Value Configuration & Activities [VA]: The success of the company’s transition to service is influenced by the ability of the company (1) to
generate awareness and support for the new service business unit; (2) to expand the consulting and engineering business; (3) to implement
processes (e.g. for services, engineering, case management) and to align the infrastructure (e.g. supporting IT-systems) for service; and (4) to
maintain its flexibility and fast realisation power.
 Value Proposition [VA]: The success of the company’s transition to service is influenced by the ability of the company (1) to present itself as
service provider and reliable partner for engineering and consulting; (2) to define a service portfolio that fits the broad range of manufactured goods
and the limited resources; (3) to generate awareness for its service products; and (4) to increase the number of service level agreements.

SQ1-5

 Customer Relationship [CR]: The success of the company’s transition to service is influenced by the ability of the company (1) to develop
customer relationships based on a proactive and consulting approach; (2) to establish relationships with customers and middlemen (e.g. customer’s
consultants) in order to understand customers’ needs; and (3) to establish long-term customer relationships.

Appendices

 The Channel [CH]: The success of the company’s transition to service is influenced by the ability of the company (1) to sell service based on a
consulting approach; (2) to build up knowledge about customer’s actions and needs; and (3) to develop direct channels from engineering to the
customers.
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 The Customer [CU]: The success of the company’s transition to service is influenced by the ability of the company (1) to generate awareness for
the service offering; (2) to obtain knowledge about customers’ needs, and (3) to co-create solutions with customers.
 Financial Aspects [FA]: The success of the company’s transition to service is influenced by the ability of the company to determine the prices for
the service products that are accepted in the market. Furthermore, the company has to decide how to price their engineering and consulting projects.

… SQ1-5

 Culture [cu]: The success of the company’s transition to service is influenced by the ability of the company to develop awareness for the service
business.
 Service Strategy [st]: The success of the company’s transition to service is influenced by the ability of the company to actively develop a service
strategy.
“How can a business model framework that
serves as a comprehensive model of
organisational design elements support the
transition process and enrich the discussion
on value creation and the service-dominant
logic in goods-dominant manufacturing
companies?”

SQ1-6

 The company employed a simple model that concerns the business elements value proposition [VP], and customers [CU]. Such a tool may help
to organise the products and segment the markets in the different countries. Furthermore, it may enrich the discussion, for example on how the
different customer segments might benefit from the offered value propositions or how customers might act as co-creators of value.

SQ1-7

Service-oriented Business Model Elements
“Given the in research literature discussed
organisational design elements that
contribute to effective implementations of
service orientations; how do these factors
relate to the service-dominant logic and how
can they serve as driver of service
orientation of the business model elements?”

 For an overall analysis see the literature review “A Framework for a Service-Oriented Business Model”.

 For an overall analysis see the literature review “A Framework for a Service-Oriented Business Model”.

“How do manufacturers achieve and
determine service orientation in the diverse
elements of the business model?

 The company will achieve a service orientation in the diverse elements of a business model by pursuing the different activities that are highlighted
in SQ1-1 and SQ1-5.

SQ1-8

 There are no indicators available yet to determine the success of the service orientation. An overall goal is to generate 10% of total revenues with
service in 2020. Several goals are to be reached in the service business units such as to have tools (checklists, service documentation, marketing
instruments) ready to bring service to customers or to actively visit customers. Proposed as indicators for a good service are: new orders from the
customer and happy customers for the next 10 years. The service orientation is highlighted as a continuous process and learning process that will
always develop further.
“To what extend corresponds the service
orientation achieved in the business model
elements with the proposed drivers of
service orientation and thus with the
foundational premises of the servicedominant logic?”

 The Partner Network [PN]: The main subjects of the company’s service orientation are (1) a well working global service network; (2) successful
co-operation with suppliers; and (3) the interaction with industry organisations and other organisations. Partner co-operation captures all of the
above subjects that the company focuses on to increase its service orientation.
Suppliers, partners, and the company’s country subsidiaries are important for the company. It is mainly the co-operation with the countries
subsidiaries that is recognised to be a requirement to be achieved for a service orientation. Though, in comparison to other drivers, co-operation is
rated as less important. Thus, partner co-operation is of average importance for the company in order to make the service orientation.
 Resources & Competences [RC]: The main subjects of the company’s service orientation are (1) additional and trained employees; (2) well
qualified employees required to solve the customer’s problems; (3) the competencies required in the field; and (4) the maintenance of the company’s
manufacturing capabilities. Operant resources capture all of the above subjects that the company focuses on to increase its service orientation.
Employees and their capabilities are important for the delivery of service and even more so for the increasing engineering and consulting activities.
Thus, operant resources are of high importance for the company in order to make the service orientation.

SQ1-9

 Value Configuration & Activities [VA]: The main subjects of the company’s service orientation are (1) the awareness and support for the new
service business unit; (2) the expansion of the consulting and engineering business; (3) the implementation of processes and alignment of the
infrastructure for service; and (4) the maintenance of the company’s flexibility and fast realisation power. Service department distinctiveness
captures most of the above subjects that the company focuses on to increase its service orientation.
It is highlighted that the value of service in a company is expressed with its own service organisation. The unit is responsible for the after-sales
service. Consulting and engineering are provided by the corresponding product business units. Thus, in the case of after-sales and customer support
service, service department distinctiveness is of high importance for the company in order to make the service orientation. It is of low importance for
the consulting and engineering activities.

Appendices

 Value Proposition [VP]: The main subjects of the company’s service orientation are (1) the presentation as service provider and reliable partner
for engineering and consulting; (2) a service portfolio that fits the broad range of manufactured goods and the limited resources; (3) the awareness of
the service products; and (4) more service level agreements. Customisation captures some of the above subjects that the company focuses on to
increase its service orientation.
Customised products are the basis for the company’s success and the main product of the engineering and consulting activities. Thus, customisation
is of high importance for the company in order to make the service orientation.
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 Customer Relationship [CR]: The main subjects of the company’s service orientation are (1) the development of customer relationships based on
a proactive and consulting approach; (2) the establishment of relationships to customers and middlemen in order to understand customer’s needs;
and (3) the establishment of long-term customer relationships. Long-term relationship development captures some of the above subjects that the
company focuses on to increase its service orientation.
Customer relationships are important in order to know the customer’s needs and to bind the customer. Long-term customer relationships are difficult
to maintain in the project business. It is easier to establish and retain long-term relationships with customers of spare parts and service level
agreements. In any case a relationship has to be established first. Thus, long-term relationship development is of average importance for the
company in order to make the service orientation. Furthermore, it is the establishment of customer relationships that is of high importance for the
company.

… SQ1-9

 Channel [CH]: The main subjects of the company’s service orientation are (1) the selling of service based on a consulting approach; (2) the
development of knowledge about customer’s actions and needs; and (3) the development of direct channels from engineering to the customers.
Customer knowledge captures all of the above subjects that the company focuses on to increase its service orientation.
The company rates customer knowledge as important and essential, but it is missing at the moment. If there is a good relationship, customers are
ready to share their knowledge or data. To sell services requires a full understanding of the customer. Thus, customer knowledge is of high
importance for the company in order to make the service orientation.

“How comprehensively do the proposed
drivers of service orientation capture the key
issues that managers have to focus on to
increase their businesses’ service
orientation?”

(comprehensively, -, somewhat, little, does
not capture)

 Customer [CU]: The main subjects of the company’s service orientation are (1) the awareness of the service offering; (2) the knowledge about the
customer’s needs, and (3) the co-creation of solutions with customers. Value realisation engagement captures some of the above subjects that the
company focuses on to increase its service orientation. Co-creation is only possible if the customer knows its needs. The customer’s involvement in
the development of solutions occurs in different forms (e.g. giving specification, dialogue, joint development). Finally, the most important thing is to
understand the customer’s needs. Thus, value realisation engagement is of average importance for the company in order to make the service
orientation.
 Partner Network [PN]: A key challenge is the development of a global service network. But the company also requires a customer network and
industry networks. These networks are developed for co-operation with the corresponding partners.
Partner co-operation captures all of the above key issues that managers focus on to increase their businesses’ service orientation.
 Resources & Competences [PN]: Key challenges are to have the right knowhow in the organisation and employees with a service attitude.
Operant resources capture all of the above key issues that managers focus on to increase their businesses’ service orientation.
 Value Configuration & Activities [VA]: The company has established its own service unit to manage services. One of the key challenges is to set
up the required structures and processes in order to be able to deliver the offered services worldwide and in equal quality.
Service department distinctiveness captures all of the above key issues that managers focus on to increase their businesses’ service orientation.
 Value Proposition [VP]: A key challenge is to create a need for service, for example to convince the customer to do preventive maintenance
before something breaks. Furthermore, there is a large portfolio of manufactured products that needs to be managed.
Customisation captures few of the above key issues that managers focus on to increase their businesses’ service orientation.

SQ1-10

 Customer [CU]: A key challenge is that some customers lack understanding about service. What is more, some customers accept services only
slowly. Another challenge is that the company does not know all of its own customers.
Value realisation engagement captures none of the above key issues that managers focus on to increase their businesses’ service orientation.
 Customer Relationship [CR], Channel [CH]: There were no challenges stated that would fit to these elements, thus no statement can be given
regarding the following drivers: long-term relationship and customer knowledge.

Business Model Elements and Successful Transition
“In developing a service-oriented business
model, what level of service orientation is to
achieve in each element of the business
model to have success with the transition
from a capital goods supplier organisation to
a customer problem solving organisation?”

 Partner Network [PN]: The company has a below average level of partner co-operation. The company pursues stronger co-operation within the
service network of the company’s subsidiaries as well as with external partners for new developments and projects (strategy: development partner).
Thus, the subjects that support a company’s service orientation point towards an effort to increase the current level of partner co-operation.
 Resources & Competences [RC]: The company has an above average level of dependence on operant resources. In particular the consulting and
engineering businesses (strategy: development partner) are highly dependent on people and their competences. The company is and will become
even more reliant on its employees. Thus, the subjects that support a company’s service orientation point towards an effort to increase the current
level of dependence on operant resources and their competencies.
 Value Configuration & Activities [VA]: The company has an average level of service department distinctiveness for the after-sales and customer
support service. The consulting and engineering activities are provided by the corresponding product business units. The company has to set up
structures and processes for the global service delivery. Furthermore, it has to generate awareness and support for the service business unit. Thus,
the subjects that support a company’s service orientation point towards an effort to increase the current level of service department distinctiveness,
whilst at the same time the expansion of the consulting and engineering businesses takes place in the corresponding product business units.
 Value Proposition [VP]: The company has a high level of value proposition customisation. Customisation is enabled by the company’s consulting
and engineering capabilities that is further expanded, as well as the after-sales service offerings. Thus, the subjects that support a company’s
service orientation point towards an effort to slightly increase the current level of customisation.
 Customer Relationship [CR]: The company has a below average level of long-term relationship development. The company’s goal is to have longterm customer relationships, but first the relationships must be established. Service such as spare parts and service level agreements enable longterm relationships. Thus, the subjects that support a company’s service orientation point towards an effort to strongly increase the current level of
long-term relationship development.

SQ1-11

 Channel [CH]: The company has a low level of customer knowledge. The company’s need for customer knowledge increases as the intent is to
understand the customer and his needs, but also to act proactively and propose possible solutions. Thus, the subjects that support a company’s
service orientation point towards an effort to strongly increase the current level of customer knowledge.

SQ2-1

Service Orientation
“What are the service strategies adopted by
manufacturers and how do these strategies
match with the service strategy categories
found in literature?”

Appendices

 Customer [CU]: The company has an average level of value realisation engagement of its customers. The more a good or service is customised
according to the customer’s needs, the more the customer’s value realisation engagement increases. Thus, the subjects that support a company’s
service orientation point towards an effort to increase the current level of customer’s value realisation engagement.

 The company’s offered services are primarily after-sales service (e.g. helpline, repair, spare parts, training). The strategy is to move from a
reactive to a proactive service sale, therefore it is the intent to offer more services that require a customised service agreement such as inspection
and maintenance. Thus the company is pursuing a customer support service strategy. Not yet actively marketed and perceived as service are the
consulting and development activities in the presales phase. Together with the offerings production support and retrofit, these services are part of a
development partner strategy.
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 There is the possibility to offer services that strengthen a customer support service and a development partner strategy.

SQ2-2

Service Orientation and Service-Dominant Logic
“What good-service offerings and thus
service strategies are possible for the given
manufactured capital good?”
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“How do the various service strategies
pursued by manufacturers correspond with
the foundational premises of the servicedominant logic?”

SQ2-3

(Analysis based on SQ2-1)

“What strategies show high correlation with
the service-dominant logic and indicate a
high level of service orientation?”

SQ2-5

SQ2-4

(Analysis based on SQ2-1, SQ2-2 and
SQ2-3)

“How is a firm’s adoption of a strategy
towards service orientation influenced by the
service-dominant logic?”

SQ2-7

SQ2-6

Service Orientation and Business Model
“Are service-oriented business models
outcome of service strategies, transitions
triggered by the growing installed base of
goods that create their own service future, or
the drivers of transitions?”

“How are service strategies influenced by
business model frameworks and viceversa?”

 Customer demand for service (maintenance contracts, advisory services in engineering and design) is increasing and the company launched a
large offensive to offer preventive maintenance. Thus the application of operant resources is becoming more important and serves as the
fundamental basis of exchange (FP1). Apart from the after-sales service that is marketed and perceived as service, the company provides consulting
and development activities in the presales phase that are not perceived as service or viewed as part of the offer. In this case the service base of
exchange is not always apparent (FP2). The development of resources and skills for service delivery is important to be able to deliver the service.
Operant resources are becoming the fundamental source of competitive advantage (FP4). For design and engineering phases the company prefers
a joint co-operation with the customer. For customers with their own maintenance team, extensive training is offered. In this case, the value creation
is interactional and the customer a co-creator of value (FP6). The move from reactive to proactive service sales indicated that the company is
offering their applied resources for value creation. Following acceptance of the value proposition, it can collaboratively create value (FP7). Service
that is co-created and its benefit determined by the customer is inherently customer oriented and relational (FP8).
 The service provided for a development partner strategy (consulting and development activities, production support, retrofit) shows high
correlation with the service-dominant logic regarding service as a fundamental basis of exchange (FP1), indirect exchange masks the basis of
exchange (FP2), operant resources as fundamental source of competitive advantage (FP4), customer as a co-creator of value (FP6), the enterprise
only making value propositions (FP7) and the service-centred view that is customer-oriented and relational (FP8).
In comparison, an active customer support strategy with services such as preventive maintenance and agreements is more focused on the physical
good than the customer’s processes or business (FP4) and the customer is less involved in the co-creation of value (FP6). With the company’s focus
on resources and skill (FP4), it is to be assumed that the service technicians are providing service in a customer-oriented and relational manner
(FP8). The after-sales provider strategy (e.g. helpline, repair, spare parts, training) is more transaction oriented than relationship based (FP6, FP8).
In the trainings, the customer is a co-creator of value (FP6).
 The service-dominant logic indicates some directions to proceed from a goods-dominant to a service-dominant logic. These directions (or drivers
of a service orientation) are rated to be important in a service orientation and in a service-oriented business model. In short, the service-dominant
logic reflects topics that are to be considered in a service orientation.

 The current service-oriented business model is an outcome of the service strategy or the decision of the management to develop the service
business (e.g. the service portfolio) and the required organisation. This decision was triggered for example by the potential of the installed base,
customer requests, the competing companies, the market, and opportunities for differentiation. Wherever possible the business model is also the
outcome of the installed base. The company further acknowledges the potential of engineering and consulting to be offered as a service, instead of
just doing these activities. Decisions in such a direction will influence a future service-oriented business model. It is to be assumed that the spare
parts business was triggered by the installed base and because it is normal for a company to offer such a product related service. Therefore, one
can conclude that the past business model was largely an outcome triggered by the existing installed base.
 Although the business model concept is known, it was not used explicitly for the service strategy development. In this case the service strategy
was not influenced by the business model framework or vice-versa.

SQ2-8
SQ2-9

“When developing a service strategy for
manufacturing companies what elements of
the business model framework are part of
and incorporated in the strategy?”

 Topics of the following business model framework elements were mentioned in the strategy or during discussions: Partner network (global
organisation) [PN], Resources & capabilities [RC], Value configuration & activities [VA], Value proposition [VP], Customer relationship [CR], Channel
[CH], Customer [CU], and Financial aspects [FA].

“Depending on the chosen service strategy,
what elements from the business model
framework and what relationships between
the elements are adjusted? And how are the
adjustments operationalised in practice?”

 Following SQ1-1 all of the business model framework’s elements are adjusted to the company’s service strategy. As noted in SQ1-3 there are
some aspects that affect more than one element of the business model and thus the relationship between these elements. The adjustments in the
elements are operationalised according to the action points presented in SQ1-1 and SQ1-5.

 The service strategy does not include any indication about what level of service orientation is anticipated for each business model element.

SQ2-10

Service Orientation and Business Model Elements
“How do service strategies describe the
anticipated level of service orientation for
each of the elements in the business model
framework?”

SQ2-11

“Given two business models for different
service strategies; how do the same
elements in both business models differ in
the level of service orientation?”
(Analysis based on SQ2-10)

SQ3-1

Finances
“How successful is the company with its
service orientation?”

“What is the overall profitability (return on
sales) of the company?”

SQ3-2

 No analysis possible for these single cases. The comparison is discussed in the analysis chapter of the thesis.

“What is the direct service profitability (return
on sales of services) of the company?”

Appendices

 The measured service revenue of total revenue (three per cent) is very low compared with the number provided for an after-sales service strategy
(15.6%) or customer support service provider strategy (26.4%). A comparison with the share of service revenue for a development partner strategy
(21.1%) is not possible, as the revenue generated with these activities is not measured. Because the service revenue accounts for less than 10% of
total revenue the company is considered to be unsuccessful with its service orientation. If the company increases the share of service revenue up to
above the planned 10%, the current service orientation might be regarded as successful. The revenue generated with consulting and engineering
activities should be measured in order to be able to make a statement about the real success of the company’s service orientation.
 Company A generates three per cent of their total revenue with after-sales service. Moreover 70 per cent of this revenue originates from the spare
parts business. Whereas return of sales is approximately six per cent, the direct service profitability for spare parts, after-sales and customer support
service is 30 per cent. The profitability of the spare parts business (35 per cent) is higher than that of the after-sales and customer support service
business (20 per cent). It is unknown how much the company earns with its engineering and consulting activities.
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Answers to the Case Study (Sub-Research) Questions – Company B

This is a shortened version of the answers; the full version is available from the researcher on request.
[XY] = Label for business model element; [-XY] = Link to other business model element; [+] = Subject stressed by multiple interviewees; (* …..) = Comment; (FPx) = foundational premise of S-D logic
Service-oriented Business Model
“In developing a service orientation in
manufacturing organisations around a value
proposition that places the customer as
central to value, what other elements of the
business model framework are adapted and
how is this being operationalized in
practice?”

 There is a general agreement that all of the business model elements are affected by a service orientation.
 Partner Network [PN]: The company already co-operates with partners for the development of their machines and software and builds on
technology of other providers. Service is provided by its own service organisations. There are no further activities planned to extend the partner
network for the service provision.
 Resource & Capabilities [RC]: There is a product manager responsible for the management of the service products and another person for the
spare parts business. Resources have to be developed (or hired) for the development of the new service products that require IT knowledge.
Additionally, sales people have to be trained to be able to promote and sell the new services. Training in behavioural skills is required for the (aftersales) service technicians. The services should be provided by the company’s own people. The service technicians should act as doctors. The
management has to be committed to the service orientation and to provide means (e.g. money, allowance) to develop or hire resources. Everyone in
the company has to adapt to the forthcoming changes.
 Value Configuration & Activities [VA]: Processes and the activities for services have to be documented. The sales process has to change to a
solution selling approach. There is no internal business unit for the management of the service products.
 Value Proposition [VP]: The company offers total solutions that include the machine, after-sales service and services in the form of IT based addons, for example for process optimisation. A goal of new developments is to simplify the serviceability of the products. The service portfolio was
defined, given a price, and presented to sales. Although there is still a need to structure the service offerings. The brand should become more
important, because it transfers company’s values.
 Customer Relationship [CR]: The company’s relationships should be based on emotions. It is important to gain the customer’s trust and to build
up a relationship. Therefore, the company has to address the customer’s interest and to listen to its customers. A strong relationship is required at all
levels of the customer’s organisation.

SQ1-1

 Channel [CH]: Most change in the channel element concerns the way how products are offered from the sales force to the customer. The sales
force has to change its selling approach. They have to get more information about the customer’s needs and customer’s processes in order to be
able to offer solutions. In summary, the sales force has to change its action from passive to active and from just selling something to recognising the
customer’s needs. Furthermore the selling approach should be based on relationship rather than a transaction.
 Customer [CU]: The company must make the customers aware of the offered services. Furthermore, it has to recognise the customer’s future
needs, because they do not know them. Simplified serviceability of the products allows the customer to do more himself. Finally, also the customers
have to become service-oriented.

… SQ1-1

 Financial Aspects [FA]: Some services that were free have a price tag now, making them more difficult to sell. Furthermore, fair pricing for the
spare parts is required because currently customers have the feeling that they are expensive.

“How comprehensively do the elements of
the proposed business model framework
capture the dimensions of a firm undergoing
transformation to a service-oriented
manufacturing company?”

 The dimensions of a firm undergoing transformation to a service-oriented manufacturing company brought up from the interviewees can be easily
placed in the elements of the presented business model, with the exception of the culture of a company that is repeatedly mentioned as an overall
element which influences the whole business model and the service orientation. It is to be added that some aspects of a transition, for example the
new position of the product manager service, the brand as a means to transfer company’s values, or the relationship based selling approach may be
placed in more than one business model element.

SQ1-3

SQ1-2

…
“In developing a service orientation in
manufacturing organisations around a value
proposition that places the customer as
central to value, what other elements of the
business model framework are adapted and
how is this being operationalized in
practice?”
“What other elements that are not part of the
proposed business model framework require
transformation to a service orientation?”

 The company started a program to stress the importance of service. Although the management team has to be committed to service and has to
be willing to invest. It is stated that there is a need to change the way the company works in order to remain successful.
 Business Model [bm]: All elements of the business model are rated to be important depending of the company's standing.
 On the whole, the presented business model is regarded as including the elements to be considered. An element that was found to be missing is
one for the cultural changes, in this case the change of mind-set. It is added that the customer relationship element should be bigger in the
presentation because the channel is used to sell the first machine and the customer relation to sell all additional machines. Furthermore it is
questioned whether education of the employees about the service orientation and the associated changes is part of the resources and capability
element. Subjects that could not be easily assigned to an element are marketing [CH], information about new products and services and its value
[CH], knowledge about customers (e.g. customer’s finances, budget, sales figures) [CH] [CR], and the employees who establish the customer
relationship [CH].

(Analysis based on SQ1-1, and SQ1-2)
 The use of a partner network [PN] influences the number of employees [RC], because tasks can be outsourced. Second, there is an interplay
between resources [RC] and the structure of the company [VA]. Next, new activities or processes [VA] influence for example how products are sold
[CH]. The value proposition [VP] has an influence on how well the customer [CU] may use or for example repair it. The customer relationship [CR] is
dependent on the channel [CH] and vice versa. And finally, both the customer relationship [CR] as well as the channel [CH] are dependent on the
capabilities of the employees [RC].

SQ1-4

“What interdependencies and relationships
exist between the elements of a serviceoriented business model of a manufacturing
company and how do these elements
influence each other?”
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Business Model and Successful Transition
“How do the different elements of a serviceoriented business model influence the
success of a manufacturer company’s
transition to service?”

344
 Partner Network [PN]: The success of the company’s transition to service is influenced by the ability of the company (1) to maintain its partner
network (suppliers, engineering and development companies).
 Resources & Capabilities [RC]: The success of the company’s transition to service is influenced by the ability of the company (1) to develop or
hire the required employees; (2) to build up the required competencies from the sales people and service technicians; (3) to get the commitment
from the management for the required resources; and (4) to change the employee’s mentality.
 Value Configuration & Activities [VA]: The success of the company’s transition to service is influenced by the ability of the company (1) to
implement processes for service; (2) to create an appropriate structure for the service product management; (3) to develop structures for the
management of goods and services in the country subsidiaries; and (4) to evolve the service organisation so that it may provide consulting activities
and training.
 Value Proposition [VA]: The success of the company’s transition to service is influenced by the ability of the company (1) to offer and sell
solutions; (2) to develop new service products; (3) to adapt its machines to the market needs; and (4) to promote its brand to transfer company’s
values.
 Customer Relationship [CR]: The success of the company’s transition to service is influenced by the ability of the company (1) to gain the
customer’s trust and to develop relationships based on emotions; (2) to keep up the contact to its customers and to build up long-term relationships;
(3) to have relationships at all levels of a customer’s organisation; and (4) to make a move from relationships to partnerships.
 Channel [CH]: The success of the company’s transition to service is influenced by the ability of the company (1) to change its selling approach
(from a transaction to a relationship based selling approach); and (2) to get more information about the customer’s needs and processes.
 Customer [CU]: The success of the company’s transition to service is influenced by the ability of the company (1) to generate the customer’s
awareness for the service products; (2) to recognise the customer’s future needs; and (3) to improve co-creation.

SQ1-6

SQ1-5

 Financial Aspects [FA]: The success of the company’s transition to service is influenced by the ability of the company (1) to increase service
revenue.
“How can a business model framework that
serves as a comprehensive model of
organisational design elements support the
transition process and enrich the discussion
on value creation and the service-dominant
logic in goods-dominant manufacturing
companies?”

 The company did not explicitly employ a business model framework for the service strategy development process.
 For an overall analysis see the literature review “A Framework for a Service-Oriented Business Model”

 For an overall analysis see the literature review “A Framework for a Service-Oriented Business Model”

SQ1-7

Service-oriented Business Model Elements
“Given the in research literature discussed
organisational design elements that
contribute to effective implementations of
service orientations; how do these factors
relate to the service-dominant logic and how
can they serve as driver of service
orientation of the business model elements?”
“How do manufacturers achieve and
determine service orientation in the diverse
elements of the business model?

 The company will achieve a service orientation in the diverse elements of a business model by pursuing the different activities that are highlighted
in SQ1-1 and SQ1-5.

SQ1-8

 There are no indicators available yet to determine the success of the service orientation in the elements. An overall goal is to generate up to 50%
of total revenues with service. There are other measures apart from financial ones to measure the success of a service transition, such as the
number of service products, services offered, number of people involved with the new services, feedback from the market, and interest for the
service products.
It is added, that the situation will be good if the service products are equally taken seriously as existing physical products and if there is a lot of
demand and interest for the new service products, because, in this case, the company has not developed something that is difficult to sell.
“To what extend corresponds the service
orientation achieved in the business model
elements with the proposed driver of service
orientation and thus with the foundational
premises of the service-dominant logic?”

 Partner Network [PN]: The main subject of the company’s service orientation is (1) the maintenance of the partner network (suppliers, engineering
and development companies). Partner co-operation captures all of the above subjects that the company focuses on to increase its service
orientation.
The company relies on its partners to produce and develop its machines and software. Service is provided from its own service network. Thus,
partner co-operation is of above average importance for the company in order to make the service orientation.

SQ1-9

 Resources & Capabilities [RC]: The main subjects of the company’s service orientation are (1) additional employees; (2) well trained sales people
and service technicians that are able to manage the new service products; (3) the commitment from the management for the required resources; and
(4) the change in the mentality. Operant resources capture all of the above subjects that the company focuses on to increase its service orientation.
The business is highly dependent on its employees. Different knowledge is required to sell and manage the new product offerings that include more
IT aspects as well as the service offerings. Thus, operant resources are of high importance for the company in order to make the service orientation.

Appendices

 Value Configuration & Activities [VA]: The main subjects of the company’s service orientation are (1) the implementation of processes for service;
(2) the creation of an appropriate structure for service product management; (3) the development of structures for the management of goods and
services in the country subsidiaries; and (4) the evolution of the service organisation in order to provide consulting activities and training. Service
department distinctiveness captures most of the above subjects that the company focuses on to increase its service orientation.
Local service organisations are responsible for providing after-sales and customer support service to the customers. There is also a position for the
global product management for services. The company’s own service organisation expresses the value of service in the company. Thus, service
department distinctiveness is of high importance for the company in order to make the service orientation.
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“To what extend corresponds the service
orientation achieved in the business model
elements with the proposed driver of service
orientation and thus with the foundational
premises of the service-dominant logic?”

346
 Value Proposition [VP]: The main subjects of the company’s service orientation are (1) solution offerings; (2) the development of new service
products; (3) the adaptation of the machines to market needs; and (4) the promotion of the brand to transfer the company’s values. Customisation
captures most of the above subjects that the company focuses on to increase its service orientation.
Customisation of the value proposition is achieved by composing solution offerings that include the standardised machine and some of the offered
services. Also to some extent by adapting the offerings to market needs. Thus, customisation is of above average importance for the company in
order to make the service orientation.
 Customer Relationship [CR]: The main subjects of the company’s service orientation are (1) the development of relationships based on the
customer’s trust and emotions; (2) the maintenance of contact with customers and the development of long-term relationships; (3) relationships at all
levels of a customer’s organisation; and (4) the move from relationships to partnerships. Long-term relationship development captures some of the
above subjects that the company focuses on to increase its service orientation.
The company views long-term relationships as important, though they have to be established first. The relationships have to be developed and
maintained by different functions (e.g. sales force, service technicians, management). Thus, long-term relationship development is of average
importance for the company in order to make the service orientation. Furthermore, it is the establishment of customer relationships that is of high
importance for the company.

… SQ1-9

 Channel [CH]: The main subjects of the company’s service orientation are (1) the change in the selling approach (from a transaction to a
relationship based selling approach); and (2) the collection of more information about the customer’s needs and processes. Customer knowledge
captures all of the above subjects that the company focuses on to increase its service orientation.
The company’s customer knowledge is limited. Although the more knowledge about the customer’s needs, processes, and plans the company can
acquire, the better able it is to offer an optimal solution. Thus, customer knowledge is of high importance for the company in order to make the
service orientation.
 Customer [CU]: The main subjects of the company’s service orientation are (1) the generation of the customer’s awareness for the service
products; (2) the recognition of the customer’s future needs; and (3) the improvement of co-creation. Value realisation engagement captures some of
the above subjects that the company focuses on to increase its service orientation.
Customers are not very much involved in co-creation of the machines or the services. It is stated that customers rarely know their future needs,
therefore new ideas are generated by the company. There is a certain co-creation during the development of the machines.
Value realisation engagement is of below average importance for the company in order to make the service orientation.

“How comprehensively do the proposed
drivers of service orientation capture the key
issues that managers have to focus on to
increase their businesses’ service
orientation?”

 Resources & Capabilities [RC]: Key challenges are the development of additional resources, the shift from mechanical knowhow to IT knowhow,
sales people’s move towards a solution selling approach, and management’s commitment to invest in people and tools.
Operant resources capture most of the above key issue that managers focus on to increase their businesses’ service orientation.
 Value Configuration & Activities [VA]: Key challenges are the reorganisation of the company and the development of processes for services.
Service department distinctiveness captures all of the above key issues that managers focus on to increase their businesses’ service orientation.
 Value Proposition [VP]: A key challenge is to recognise the value of service and to build up the product management of services accordingly.
Furthermore the company recognises the value of software and improving the support for its service products.
Customisation captures none of the above key issues that managers focus on to increase their businesses’ service orientation.
 Channel [CH]: Key challenges are the change in the selling approach, the difficulties of service selling (intangibility), and having the possibility to
collect data from the machines.
Customer knowledge captures some of the above key issues that managers focus on to increase their businesses’ service orientation.

SQ1-10

 Customer [CU]: A key challenge is to convince the customer to use the offered service. They are often driven by technical specifications, thus
also have to make a service orientation, in order to see the advantages of service.
Value realisation engagement captures few of the above key issues that managers focus on to increase their businesses’ service orientation.

Appendices

 Partner Network [PN] and Customer Relationship [CR]: There were no challenges stated that would fit to these elements, thus no statement can
be given regarding the following drivers: partner co-operation and long-term relationship.
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Business Model Elements and Successful Transition
“In developing a service-oriented business
model, what level of service orientation is to
achieve in each element of the business
model to have success with the transition
from a capital goods supplier organisation to
a customer problem solving organisation?”
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 Partner Network [PN]: The company has an above average level of partner co-operation.
The company relies on its partners to produce and develop its machines and software. There is some potential for more co-creation with partners.
Thus, the subjects that support a company’s service orientation point towards an effort to maintain the current level of partner co-operation.
 Resources & Capabilities [RC]: The company has a high level of dependence on operant resources. The company is and will become even more
reliant on its employees and their capabilities. In particular for the development of new service products, different to the existing knowhow is
required. Thus, the subjects that support a company’s service orientation point towards an effort to increase the current level of dependence on
operant resources.
 Value Configuration & Activities [VA]: The company has an above average level of service department distinctiveness. The main goal is to
improve the current processes that are based on the company’s present structure. Thus, the subjects that support a company’s service orientation
point towards an effort to slightly increase the current level of service department distinctiveness.
 Value Proposition [VP]: The company has an average level of value proposition customisation. The offered machines are a standardised product.
Customisation is mainly achieved by selling customisable solutions that include a machine and different services. Thus, the subjects that support a
company’s service orientation point towards an effort to slightly increase the current level of customisation.
 Customer Relationship [CR]: The company has an average level of long-term relationship development. The company views long-term
relationships as important, though they have to be established first. Thus, the subjects that support a company’s service orientation point towards an
effort to strongly increase the current level of long-term relationship development.
 Channel [CH]: The company has a below average level of customer knowledge. The sales force is changing its selling approach in order to obtain
more customer knowledge. The more knowledge the company can acquire, the better it is able to offer an optimal solution. Thus, the subjects that
support a company’s service orientation point towards an effort to strongly increase the current level of customer knowledge.

SQ1-11

 Customer [CU]: The company has a below average level of value realisation engagement. The company has to recognise the customer’s future
needs, because the customer often does not know them. Co-creation can be improved by jointly solving problems, or by further including customers
in the product development and test process. Thus, the subjects that support a company’s service orientation point towards an effort to slightly
increase the current level of value realisation engagement.

SQ2-2

SQ2-1

Service Orientation
“What are the service strategies adopted by
manufacturers and how do these strategies
match with the service strategy categories
found in literature?”
“What good-service offerings and thus
service strategies are possible for the given
manufactured capital good?”

 The company follows an after-sales service provider (repair, spare parts, worn parts) and customer support provider strategy (maintenance
agreements). With a focus on more customer business related services such as solutions for the customer’s process (e.g. hosted IT tools for
optimisations) the company moves towards an outsourcing partner strategy that also contains to some extent consulting in process development and
optimisation.
 There is a growth and optimisation potential within the current service strategies. Currently the focus is put on supporting the customer’s
processes. Products and services that are based on the machines’ data (smart, connected products) are potential growth areas to support for
example predictive maintenance or process and business optimisation.

Service Orientation and Service-Dominant Logic
“How do the various service strategies
pursued by manufacturers correspond with
the foundational premises of the servicedominant logic?”

SQ2-3

(Analysis based on SQ2-1)

(Analysis based on SQ2-1, SQ2-2 and
SQ2-3)

 Customer business related services such as solutions for the customer’s process (e.g. hosted IT tools for optimisations), that are linked to an
outsourcing partner strategy and a development partner strategy to some extent, show high correlation with the service-dominant logic regarding
service as fundamental basis of exchange (FP1), indirect exchange masks the basis of exchange (FP2), goods as distribution mechanism for service
provision (FP3), operant resources as fundamental source of competitive advantage (FP4), customer as a co-creator of value (FP6), the enterprise
only making value propositions (FP7) and the service-centred view that is customer-oriented and relational (FP8).
In comparison, a customer support strategy with services such as preventive maintenance and agreements is more focused on the physical good
than the customer’s processes or business (FP4) and the customer is less involved in the co-creation of value (FP6). Although, the company
strongly focuses on resources and skill (FP4), and the technician should be perceived as trusted partner who provides service in a customeroriented and relational manner (FP8). The after-sales provider strategy (e.g. helpline, repair, spare parts, training) is more transaction oriented than
relationship based (FP6, FP8). In the trainings, the customer is a co-creator of value (FP6).

“How is a firm’s adoption of a strategy
towards service orientation influenced by the
service-dominant logic?”

 The service-dominant logic indicates some directions to proceed from a goods-dominant to a service-dominant logic. These directions (or drivers
of a service orientation) are rated to be important in a service orientation and in a service-oriented business model. In short, the service-dominant
logic reflects topics that are to be considered in a service orientation.

SQ2-5

SQ2-4

“What strategies show high correlation with
the service-dominant logic and indicate a
high level of service orientation?”

SQ2-6

Service Orientation and Business Model
“Are service-oriented business models
outcome of service strategies, transitions
triggered by the growing installed base of
goods that create their own service future, or
the drivers of transitions?”

SQ2-7

 By the move to offer more services, such as the web-based online services, service becomes the fundamental basis of exchange (FP1). The
offered tools enable the customer to do something. Value is generated through use (FP3). But value is only created if the customer applies the tools,
or co-creates value (FP6). The provider of the tools can only make value propositions (FP7). It is the application of the knowledge and skills of the
operant resources in the tools that generates competitive advantage (FP4). Furthermore, because the service is provided through a tool, the service
basis of exchange is not always apparent (FP2) and the value of such a tool may only be determined by the beneficiary (the customer). Finally, as
service is defined in terms of customer-determined benefit and co-created it is inherently customer-oriented and relational (FP8).
The goal to establish the service technicians as flying or driving doctors, which have a consulting function, as well as the amount of people involved
in a service function, shows the importance of operant resources as a source of competitive advantage (FP4). Moreover, the technician is often
perceived as a trusted partner and thus the provided service customer-oriented and relational (FP8).

“How are service strategies influenced by
business model frameworks and viceversa?”

Appendices

 In the beginning of the company the service-oriented business model was largely an outcome of the offered machine related service activities
such as installation, training, and mainly reactive repair and maintenance. Service was not a current topic of the company, because strong growth
was achieved with the machines. The financial crisis in 2008 and the consequently decreasing sale of machines, demonstrated the anticyclical
strength of service. Then service was acknowledged as a business and became a management focus. Service strategies were initiated to promote
the development of local service managements and new service products. Other factors that put more emphasis on the service business are:
competition, market size, differentiation, service as possibility for growth and to earn money, need for new services, customers expecting service
offerings. In short there were environmental triggers that forced the company to put more emphasis on the service. Service strategies and changes
in the offerings and the organisation followed. The current service-oriented business model is thus mainly an outcome of the strategies.
 Although the business model concept is known it was not used explicitly for the service strategy development. In this case the service strategy
was not influenced by the business model framework or vice-versa.
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“When developing a service strategy for
manufacturing companies what elements of
the business model framework are part of
and incorporated in the strategy?”

 Topics of the following business model framework elements were mentioned in the strategy or during discussions: Value proposition [VP],
Customer relationship [CR], Channel [CH], and Financial aspects [FA].

“Depending on the chosen service strategy,
what elements from the business model
framework and what relationships between
the elements are adjusted? And how are the
adjustments operationalized in practice?”

 Following SQ1-1 all of the business model framework’s elements are adjusted to the company’s service strategy. As noted in SQ1-3 there are
some aspects that affect more than one element of the business model and thus the relationship between these elements. The adjustments in the
elements are operationalised according to the action points presented in SQ1-1 and SQ1-5.

 The service strategy does not include any indication about what level of service orientation is anticipated for each business model element.

SQ2-10

Service Orientation and Business Model Elements
“How do service strategies describe the
anticipated level of service orientation for
each of the elements in the business model
framework?”

SQ2-11

“Given two business models for different
service strategies; how do the same
elements in both business models differ in
the level of service orientation?”
(Analysis based on SQ2-10)

SQ3-1

Finances
“How successful is the company with its
service orientation?”
“What is the overall profitability (return on
sales) of the company?”

SQ3-2

 No analysis possible for these single cases. The comparison is discussed in the analysis chapter of the thesis.

“What is the direct service profitability (return
on sales of services) of the company?”

 The company’s share of service revenue (24 per cent) is of a high level and corresponds with the number provided for a customer support service
provider strategy (26.4%). The service revenue accounts for more than 10% (unsuccessful) and only a little less than 30% (successful), thus the
company is considered to be successful with its service orientation.
 The overall profitability of the company is 9.3 per cent. The financial figures for services could not be provided as there the sales of machines and
service are not always strictly divided.

A23

Answers to the Case Study (Sub-Research) Questions – Company C

This is a shortened version of the answers; the full version is available from the researcher on request.
[XY] = Label for business model element; [-XY] = Link to other business model element; [+] = Subject stressed by multiple interviewees; (* …..) = Comment; (FPx) = foundational premise of S-D logic
Service-oriented Business Model
“In developing a service orientation in
manufacturing organisations around a value
proposition that places the customer as
central to value, what other elements of the
business model framework are adapted and
how is this being operationalized in
practice?”

 There is a general agreement that all of the business model elements are affected by a service orientation.
 Partner Network [PN]: While some of the corporate brands produce most of their goods in-house, others co-operate with partners for production,
retrofit and services. For near and big markets service is provided by the internal service organisations, in small markets with a small installed base,
it is provided by agents. As far as possible services are provided with internal resources in order to have direct contact with the customer.
 Resources & Capabilities [RC]: Apart from the existing, mainly technically oriented employees a service orientation also requires people with a
non-technical background. An active communication between sales force and service personnel is required. Efficient use of resources and lean
aspects are also an issue in service. Furthermore, skill management for service technicians that includes personal development is another issue to
pursue. Service technicians use mainly training in soft skills and how to do customer care. Tools like a handbook were developed to support the
service technician. The machine is still at the centre of the actions (* platform for service), though the importance of service grows.
 Value Configuration & Activities [VA]: A company’s own subsidiary for all corporate brands does not work due to the different know how required
and the brand awareness of the customers, thus service has to be run as a profit-centre but in each group. The unit manager of customer care has
to be directly below the CEO on the second level. There are departments for spare parts and retrofit. The regional helplines have direct access to the
service technicians. The service processes have to be optimised for efficiency. Important for the worldwide service are the same processes,
standards and service product. Furthermore, there have to be service innovation activities in the service unit. The organisation has to be developed
in order to satisfy the customers by offering the right product at the right quality at the right time.
 Value Proposition [VP]: There has to be some thinking about additional value, value proposition, USP for the service products. For the customer
valuable services are those which help the customer to develop knowhow and apply this knowhow. The service portfolio for all corporate brands
includes the same products, and uses the same wording and pricing. The service contracts are clearly defined in content (product), price and include
a defined checklist. Maintenance contracts are a way to enable further growth in spare parts and training. The machines are standardised as well as
the services. The services are offered as modules; thus some degree of customisation is possible. New innovations should be based on the
company’s knowledge of the market and its customers. They should not be influenced too much by the customer.

SQ1-1

 Customer Relationship [CR]: The basis of the customer relationship is people. Customer relationship can be linked to customer satisfaction and
loyalty and can be measured or analysed by corresponding tools. It is the goal of the company to increase customer satisfaction and sales [-FA].

Appendices

 Channel [CH]: There is potential in service marketing and a need for active selling and the presentation of the services. Channels for services
(e.g. service technician, direct marketing, online, agents, machine sales, retrofit sales, service consultants) have to be discussed and defined in the
service strategy. Contact to the customer is to be established at all operational levels (maintenance, production, users). Some customer knowledge
is attained from analyses and statistics.
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Appendices
…
“In developing a service orientation in
manufacturing organisations around a value
proposition that places the customer as
central to value, what other elements of the
business model framework are adapted and
how is this being operationalized in
practice?”

… SQ1-1
SQ1-2
SQ1-3

 Customer [CU]: The customer’s involvement does not mean better innovations or solutions. For service innovation the company has to know its
markets, the needs of customers and to talk with customers in order to innovate the products itself. Market analyses and customer segmentation
help to find potential customers. Not all customers are affine to services. In order to match the customer’s needs, customised solution (bundles) are
offered.
 Financial Aspects [FA]: It is the company’s goal to increase customer satisfaction and revenue. Thus to be profitable revenue and costs have to
be in line. The share of revenue attributable to service is dependent on the machines, if there are no machines there is no service.
 Culture [cu]: The service strategy defined cultural topics and the company’s values. The more the company moves to consulting, the more it
moves away from pure technical thinking and parts thinking. Thus the company is in the middle of a cultural change.
 Business Model [bm]: The service strategy defined the changes in the elements of the business model.

“What other elements that are not part of the
proposed business model framework require
transformation to a service orientation?”

There are no answers available.

“How comprehensively do the elements of
the proposed business model framework
capture the dimensions of a firm undergoing
transformation to a service-oriented
manufacturing company?”

 The dimensions of a firm undergoing transformation to a service-oriented manufacturing company brought up from the interviewee can be easily
placed in the elements of the presented business model, with the exception of the culture of a company that is mentioned as an overall element that
influences the whole business model and the service orientation. It should be added that some aspects of a transition, for example newly organised
customer service, employee’s awareness of working capital, the involvement of customers in the development of new products, or people as the
basis of the customer relationship may be placed in more than one business model element.

(Analysis based on SQ1-1, and SQ1-2)
“What interdependencies and relationships
exist between the elements of a serviceoriented business model of a manufacturing
company and how do these elements
influence each other?”

SQ1-4

352

 First, it is more difficult to do promotion for new sales [CH], if service is done by external partners [PN], because feedback from the customer does
not directly reach the company. Secondly, a new organisation of the service business entails changes in the structure of the company [VA], as well
as in the activities of the employees [RC]. Then, the employees [RC] should be aware of the financial consequences [FA] of their work. Furthermore,
it is the machine (* platform for service) [VP] that stands in the centre of the company’s actions [RC]. Next, the product innovation [VP] is slightly
influenced by the customers [CU]. And there is potential in more customised solutions (bundles) [VP] that match the customer’s needs [CU]. Finally,
people [RC] are the basis of customer relationships [CR].

Business Model and Successful Transition
“How do the different elements of a serviceoriented business model influence the
success of a manufacturer company’s
transition to service?”

 Partner Network [PN]: The success of the company’s transition to service is influenced by the ability of the company (1) to provide service in its
own organisation in order to have a direct contact to the customer.
 Resources & Capabilities [RC]: The success of the company’s transition to service is influenced by the ability of the company (1) to involve more
people with a non-technical background; (2) to act more service-oriented; (3) to establish communication between the sales force and service
personnel; (4) to optimise the deployment of employees; and (5) to carry out skill management and personal development for service technicians.
 Value Configuration & Activities [VA]: The success of the company’s transition to service is influenced by the ability of the company (1) to run
service as a business unit (within a corporate brand) and profit-centre (but not as its own subsidiary); (2) to optimise the service processes; (3) to
have worldwide standardised processes, standards, and product portfolios; and (4) to make service innovation in the service unit.
 Value Proposition [VP]: The success of the company’s transition to service is influenced by the ability of the company (1) to use the machine as
the centre of actions (* platform for service); (2) to think about e.g. additional value, value propositions, and USPs for service products; (3) to provide
services that help the customer to develop knowhow and apply his knowhow; (4) to have a defined service portfolio (products & content, wording,
pricing); (5) to enter into maintenance contracts; and (6) to provide customised service that is based on standardised modules.
 Customer Relationship [CR]: The success of the company’s transition to service is influenced by the ability of the company (1) to increase
customer satisfaction that is measured and analysed.
 Channel [CH]: The success of the company’s transition to service is influenced by the ability of the company (1) to actively sell services; (2) to
define the channel(s) for services; (3) to contact the customer at all operational levels; and (4) to attain customer knowledge from analyses and
statistics.
 Customer [CU]: The success of the company’s transition to service is influenced by the ability of the company (1) to match the customer’s needs
with customised solutions (bundles); (2) to find potential customers using market analyses and customer segmentation; and (3) to know its
customers in order to provide new offerings.
 Financial Aspects [FA]: The success of the company’s transition to service is influenced by the ability of the company (1) to increase customer
satisfaction and revenue; (2) to be profitable; and (3) to have revenue and cost in line.

SQ1-6

SQ1-5

 Culture [cu]: The success of the company’s transition to service is influenced by the ability of the company (1) to define cultural topics and the
company’s value.
“How can a business model framework that
serves as a comprehensive model of
organisational design elements support the
transition process and enrich the discussion
on value creation and the service-dominant
logic in goods-dominant manufacturing
companies?”

Appendices

 The company employed a business model for the service strategy development process. A model of the current or the future business model
helps to present, understand, and communicate the business and the effects of a transition. Furthermore, the questions related to a business model
help to include the entirety of a company in strategic discussions and decisions, for example regarding a service orientation. Some of the questions
might be related to the service-dominant logic. For example, customer satisfaction to customer-determined benefit or core competencies to operant
resources.
 For an overall analysis see the literature review “A Framework for a Service-Oriented Business Model”
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Appendices
 For an overall analysis see the literature review “A Framework for a Service-Oriented Business Model”

SQ1-7

Service-oriented Business Model Elements
“Given the in research literature discussed
organisational design elements that
contribute to effective implementations of
service orientations; how do these factors
relate to the service-dominant logic and how
can they serve as driver of service
orientation of the business model elements?”
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“How do manufacturers achieve and
determine service orientation in the diverse
elements of the business model?

 The company will achieve a service orientation in the diverse elements of a business model by pursuing the different activities that are highlighted
in SQ1-1 and SQ1-5.

SQ1-8

 There are no indicators available yet to determine the success of the service orientation in the elements. An overall goal is to increase customer
satisfaction. Therefore, the loyalty of a firm's customer relationships (NPS) is measured. It should be added that companies are service-oriented if
their customers buy their (marketing) company T-Shirt for their employees. Another indicator is the employees and team compositions. Different
points of views (technical, business administration) have to be represented in the management and in the teams. This enables a critical discussion.
“To what extend corresponds the service
orientation achieved in the business model
elements with the proposed drivers of
service orientation and thus with the
foundational premises of the servicedominant logic?”

 Partner Network [PN]: The main subject of the company’s service orientation is (1) service provision by the company’s own organisation in order
to have a direct contact to the customer.
Partner co-operation captures all of the above subjects that the company focuses on to increase its service orientation.
Partner co-operation is of below average importance for the company in order to make the service orientation.
 Resources & Capabilities [RC]: The main subjects of the company’s service orientation are (1) the increased involvement of people with a nontechnical background; (2) service-oriented acting; (3) the establishment of communication between sales force and service personnel; (4) the
optimisation of the deployment of the employees; and (5) skill management and personal development for service technicians.
Operant resources capture all of the above subjects that the company focuses on to increase its service orientation.
Operant resources are of high importance for the company in order to make the service orientation.

SQ1-9

 Value Configuration & Activities [VA]: The main subjects of the company’s service orientation are (1) service as business unit (within a corporate
brand) and profit-centre (but not as its own subsidiary); (2) the optimisation of the service processes; (3) worldwide standardised processes,
standards, and product portfolios; and (4) service innovation in the service unit.
Service department distinctiveness captures most of the above subjects that the company focuses on to increase its service orientation.
Service department distinctiveness is of high importance for the company in order to make the service orientation.
 Value Proposition [VP]: The main subjects of the company’s service orientation are (1) the usage of the machine as the centre of actions (*
platform for service); (2) the thinking about e.g. additional value, value propositions, and USPs for service products; (3) the provision of services that
help the customer to develop knowhow and apply its knowhow; (4) a defined service portfolio (products & content, wording, pricing); (5) the entrance
into maintenance contracts; and (6) the provision of customised service that is based on standardised modules.
Customisation captures few of the above subjects that the company focuses on to increase its service orientation.
Customisation is of little importance for the company in order to make the service orientation.

…
“To what extend corresponds the service
orientation achieved in the business model
elements with the proposed drivers of
service orientation and thus with the
foundational premises of the servicedominant logic?”

 Customer Relationship [CR]: The main subject of the company’s service orientation is (1) the increase in customer satisfaction that is measured
and analysed.
Long-term relationship development captures all of the above subjects that the company focuses on to increase its service orientation.
Long-term relationship development is of above average importance for the company in order to make the service orientation.
 Channel [CH]: The main subjects of the company’s service orientation are (1) the active selling of services; (2) the definition of the channel(s) for
services; (3) the establishment of contacts to the customer at all operational levels; and (4) the attainment of customer knowledge from analyses and
statistics.
Customer knowledge captures some of the above subjects that the company focuses on to increase its service orientation.
Customer knowledge is of above average importance for the company in order to make the service orientation.

… SQ1-9

 Customer [CU]: The main subjects of the company’s service orientation are (1) the match between the customer’s needs and customised
solutions (bundles); (2) the finding of potential customers using market analyses and customer segmentation; and (3) the knowledge about the
company’s own customers in order to offer new offerings.
Value realisation engagement captures some of the above subjects that the company focuses on to increase its service orientation.
Value realisation engagement is of below average importance for the company in order to make the service orientation.
“How comprehensively do the proposed
drivers of service orientation capture the key
issues that managers have to focus on to
increase their businesses’ service
orientation?”

 Resources & Capabilities [RC]: Key issues are to learn from B2C companies and to equip the service technicians with tools.
Operant resources capture some of the above key issues that managers focus on to increase their businesses’ service orientation.
 Value Configuration & Activities [VA]: A key challenge is to find the right level of service department distinctiveness. One organisation for different
corporate brands did not work. An company’s own service organisation for each corporate brand is more appropriate. Although it is advantageous to
have standards (e.g. marketing, processes) that are similar for all organisations.
Service department distinctiveness captures all of the above key issues that managers focus on to increase their businesses’ service orientation.

SQ1-10

 Value Proposition [VP]: A key issue is to adapt some worldwide standards regarding processes, product portfolio, pricing, and wording.
Customisation captures some of the above key issues that managers focus on to increase their businesses’ service orientation.

Appendices

 Partner Network [PN], Customer Relationship [CR], Channel [CH], and Customer [CU]: There were no challenges stated that would fit to these
elements, thus no statement can be given regarding the following drivers: partner co-operation, long-term relationship, customer knowledge, and
value realisation engagement.
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Business Model Elements and Successful Transition
“In developing a service-oriented business
 Partner Network [PN]: The company has a below average level of partner co-operation.
model, what level of service orientation is to
achieve in each element of the business
 Resources & Capabilities [RC]: The company has an above average level of dependence on operant resources.
model to have success with the transition
from a capital goods supplier organisation to
 Value Configuration & Activities [VA]: The company has a high level of service department distinctiveness.
a customer problem solving organisation?”
 Value Proposition [VP]: The company has an average level of value proposition customisation.
 Customer Relationship [CR]: The company has an above average level of long-term relationship development.

 Customer [CU]: The company has a below average level of value realisation engagement.

Service Orientation
“What are the service strategies adopted by
manufacturers and how do these strategies
match with the service strategy categories
found in literature?”

 The company follows an after-sales service provider (customer service/repair, help line, remote service, spare parts, refurbished parts) and
customer support provider strategy (maintenance, inspection, training, rebuild). But the company also offers consulting and process optimisation
services (customer consultation, modifications, retrofit, production support) that are part of a development partner strategy.

SQ2-2

SQ2-1

SQ1-11

 Channel [CH]: The company has an average level of customer knowledge.

“What good-service offerings and thus
service strategies are possible for the given
manufactured capital good?”

Service Orientation and Service-Dominant Logic
“How do the various service strategies
pursued by manufacturers correspond with
the foundational premises of the servicedominant logic?”

SQ2-3

(Analysis based on SQ2-1)

There are no answers available.

 A lot of customers have a maintenance contract for preventive maintenance. Furthermore, consulting services in relation to products, technology
and processes are offered by the company. A big share of the employees is responsible for service delivery. This shows that the application of
operant resources is becoming more important, and finally service the fundamental basis of exchange (FP1). Likewise, the operant resources are
becoming the fundamental source of competitive advantage (FP4). Consulting is possible because of the closeness to the customer and the
processes. Moreover, there are the training offerings. Consulting, as well as training have the goal to transfer some of the company’s knowhow to
the customer. Both activities are based on an interactional value creation (PF6). The resulting service that is co-created and its benefit determined
by the customer is inherently customer oriented and relational (FP8). A consulting process may result in a proposal that is a value proposition (FP7).
The provided machines (goods) derive value through use, but are also distribution mechanisms for further service provision (FP3).

“What strategies show high correlation with
the service-dominant logic and indicate a
high level of service orientation?”

“How is a firm’s adoption of a strategy
towards service orientation influenced by the
service-dominant logic?”

 The service-dominant logic indicates some directions to proceed from a goods-dominant to a service-dominant logic. These directions (or drivers
of a service orientation) are rated to be important in a service orientation and in a service-oriented business model. In short, the service-dominant
logic reflects topics that are to be considered in a service orientation.

SQ2-5

SQ2-4

(Analysis based on SQ2-1, SQ2-2 and
SQ2-3)

 Customer and process related services (consulting, training) that are linked to a development partner strategy, show high correlation with the
service-dominant logic regarding service as fundamental basis of exchange (FP1), goods as distribution mechanism for service provision (FP3),
operant resources as fundamental source of competitive advantage (FP4), customer as a co-creator of value (FP6), the enterprise only making value
propositions (FP7) and the service-centred view that is customer-oriented and relational (FP8).
The majority of services are either part of a customer support or after-sales provider strategy. In comparison to a development partner strategy, a
customer support strategy with services such as preventive maintenance and agreements is more focused on the physical good than the customer’s
processes or business (FP4) and the customer is less involved in the co-creation of value (FP6). Although, the company strongly focuses on
resources and skills (FP4), and the technician should be perceived as a trusted partner who provides service in a customer-oriented and relational
manner (FP8). The after-sales provider strategy is more transaction oriented than relationship based (FP6, FP8). In the trainings, the customer is a
co-creator of value (FP6).

SQ2-9

SQ2-8

SQ2-7

SQ2-6

Service Orientation and Business Model
“Are service-oriented business models
outcome of service strategies, transitions
triggered by the growing installed base of
goods that create their own service future, or
the drivers of transitions?”

 Since the late 90s, customer service such as marketing and customer support was always a topic for the company. There was a huge investment
into the development of the service products and the associated organisation. This development was mainly triggered by the recognition of the
company that service is a customer need. The opportunity to offer for example spare parts for the installed base, and the customer need for such
services were triggers for the decision to develop the service business and the business model. In the second phase (outsourcing of service to its
own company), the business model was again the outcome of a strategy.

“How are service strategies influenced by
business model frameworks and viceversa?”

 The business model is known and was used for the service strategy development. A model of the current business helps to understand how a
company works and thus may influence choices for the new strategy. On the one hand, the business model poses questions concerning different
details of the strategy (business model  strategy). On the other hand, the strategy answers these questions and then shows how the business
model should work (strategy  business model). The strategy then reflects the business model and vice-versa.

“When developing a service strategy for
manufacturing companies what elements of
the business model framework are part of
and incorporated in the strategy?”

 Topics of the following business model framework elements were mentioned in the strategy or during discussions: Resources & capabilities [RC],
Value configuration & activities [VA], Value proposition [VP], Customer relationship [CR], Channel [CH], Customer [CU], Financial aspects [FA], and
Culture [cu].

“Depending on the chosen service strategy,
what elements from the business model
framework and what relationships between
the elements are adjusted? And how are the
adjustments operationalized in practice?”

 Following SQ1-1 all of the business model framework’s elements are adjusted to the company’s service strategy. As noted in SQ1-3 there are
some aspects that affect more than one element of the business model and thus the relationship between these elements. The adjustments in the
elements are operationalised according to the action points presented in SQ1-1 and SQ1-5.

Appendices
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 The service strategy does not include any indication about what level of service orientation is anticipated for each business model element.

SQ2-10

Service Orientation and Business Model Elements
“How do service strategies describe the
anticipated level of service orientation for
each of the elements in the business model
framework?”
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SQ2-11

“Given two business models for different
service strategies; how do the same
elements in both business models differ in
the level of service orientation?”
(Analysis based on SQ2-10)

SQ3-1

Finances
“How successful is the company with its
service orientation?”
“What is the overall profitability (return on
sales) of the company?”

SQ3-2

 No analysis possible for these single cases. The comparison is discussed in the analysis chapter of the thesis.

“What is the direct service profitability (return
on sales of services) of the company?”

 The company’s share of service revenue is of a high level (25 per cent) and corresponds with the number provided for a customer support service
provider strategy (26.4%). The service revenue accounts for more than 10% (unsuccessful) and only a little less than 30% (successful), thus the
company is considered as being successful with its service orientation.
 The company does not publish any financial data thus this is missing.

A24

Answers to the Case Study (Sub-Research) Questions – Company D

This is a shortened version of the answers; the full version is available from the researcher on request.
[XY] = Label for business model element; [-XY] = Link to other business model element; [+] = Subject stressed by multiple interviewees; (* …..) = Comment; (FPx) = foundational premise of S-D logic
Service-oriented Business Model
“In developing a service orientation in
manufacturing organisations around a value
proposition that places the customer as
central to value, what other elements of the
business model framework are adapted and
how is this being operationalized in
practice?”

 There is a general agreement that all of the business model elements are affected by a service orientation.
 Partner Network [PN]: The company does not collaborate much with partners, except the outsourcing of part of the production. Although there is a
big potential for co-creation, for example with respect to localisation, inventory management, logistics and documentation. For specific elements in
the value chain, outsourcing to dedicated partners should be done.
 Resources & Capabilities [RC]: The capabilities have to change from providing parts, logistics and installers to project engineers and contract
administration. These capabilities have to be developed in the local units, there is much change. The service capabilities of the operant resources
are an essential part of the value proposition, but only indirectly noticeable via the good. The company’s own production is rated as not that
important, 80% of the production is outsourced. In contrast to the company’s own product, development and technology ownership is central in order
to get the feedback from the market and not to encourage reverse engineering. Hardware assets are essential for a technology service company for
differentiation. Furthermore, the tangibility of products is important for customers.
 Value Configuration & Activities [VA]: The breakthrough in the company was to separate the service business, and to put it on the same level as
the new product business with its own profit/loss. The service out of the product business fails 100% because of different thinking regarding life
cycles and attractiveness. A company’s own service organisation is thus rated as important. The service business is responsible for the machines
that are not sold anymore. The organisational implementation of the service strategy included changes in the area and local organisations and then
in the product organisations. There must be effective communication between the service business unit and the new machine business unit.

SQ1-1

 Value Proposition [VP]: The definition of the service products and the product positioning are an essential part of the service orientation. The
customisation of products is important but also a risk if a level of no standards is reached, because of a dispersion of the effort. A certain amount of
variants of products can be managed without quality losses, but there are limits. On the other hand, a high degree of customisation is enabled by
arrangeable modules. The goal is 100% customisation to serve all, but not by giving up 100% standardisation. The value proposition is the most
strongly influenced element of a transition.

Appendices

 Customer Relationship [CR]: There are differences in the credibility and the business practices between the service unit and the sales force. Each
field service engineer must understand the meaning of customer value and how to behave towards customers. These are key success factors. The
relationship between the service unit and the customer is a relationship between two organisms, there must be a relationship between the top
management and from the field service to customer plant users. It is rated important that the customer may request its desired and known service
people, though the company does not offer such an option. Strong relationships are required as the service business is a people business. Without
customer relationship there is no service.
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…
“In developing a service orientation in
manufacturing organisations around a value
proposition that places the customer as
central to value, what other elements of the
business model framework are adapted and
how is this being operationalized in
practice?”
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 Channel [CH]: The channels did not change. The customer does not understand the value proposition, does not know about it, and is not able to
formulate its future needs. Thus, customer knowledge is important, but the company also has to understand the customer’s customer and the
customer’s business in order to propose possible offerings. In summary, the company has to know what the customer should know.
 Customer [CU]: Co-creation with customer is a need and an important element, but it is underestimated. The people from the service business
have more customer proximity and understanding than the developers of new products and thus also co-operate more often with the customer. Cocreation with the customer is applied in the development of new services, e.g. in the kick-off workshops. A joint development platform with the
customer enables elements such as openness, transparency and trust and strengthens the customer relationship.
 Financial Aspects [FA]: The service business cash flow is central and funds the development of new generations of products. Without service no
cash would be available. The service business changed from extremely high to highly profitable, thus the company has to focus on costs. Often
some services in a maintenance contract are delivered for free to strategically lock-in customers. Though all services are given a price tag. For big
projects and rehabilitation projects there is free engineering and consulting (e.g. feasibility study, upgrade project, for new solution) because there is
a big opportunity to get an order.

SQ1-3

SQ1-2

… SQ1-1

 Culture [cu]: A mind-set of sustainability and another culture is needed to make the service orientation. Commitment to change is necessary.
 Strategy [st]: A clear and simple strategy is a key factor for a successful transition.
“What other elements that are not part of the
proposed business model framework require
transformation to a service orientation?”

There are no answers available.

“How comprehensively do the elements of
the proposed business model framework
capture the dimensions of a firm undergoing
transformation to a service-oriented
manufacturing company?”

 The dimensions of a firm undergoing transformation to a service-oriented manufacturing company brought up from the interviewee can be easily
placed in the elements of the presented business model, with the exception of the culture of a company that is mentioned as an overall element that
influences the whole business model and the service orientation. It should be added that some aspects of a transition, for example the outsourcing of
specific elements in the value chain [VA] to the partner network [PN], the service capabilities [RC] as an important part of the value proposition [VP],
hardware assets [VP] as tangible resources [RC], the project business [VA] and the involved employees [RC] or customised products [VP] that affect
the organisation [VA] may be placed in more than one business model element.

(Analysis based on SQ1-1, and SQ1-2)

 First, some specific elements of the value chain [VA] can be outsourced to the partner network [PN]. Outsourcing of activities [PN] then affects the
required resources [RC]. Secondly, service capabilities, as well as hardware assets [RC] are an essential part of the value proposition [VP].
Thirdly, there are the employees [RC] that influence the activities of the company [VA] and vice versa. Fourthly, the value proposition [VP] requires
product positioning [CH]. Fifthly, it is customisation of the value proposition [VP] that should not influence the organisation [VA] too much.
Furthermore, it is the credibility of the employees [RC] that influences the customer relationship [CR]. Seventhly, there is an interplay between the
customer [CU] and the sales forces [CH]. The customer also influences the customer relationship [CR], as well as the activities (e.g. development
process) of the company [VA]. Finally, there must be appropriate pricing [FA] for the goods and services [VP].

SQ1-4

“What interdependencies and relationships
exist between the elements of a serviceoriented business model of a manufacturing
company and how do these elements
influence each other?”
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Business Model and Successful Transition
“How do the different elements of a serviceoriented business model influence the
success of a manufacturer company’s
transition to service?”
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 Partner Network [PN]: The success of the company’s transition to service is influenced by the ability of the company (1) to outsource specific
elements in the value chain to dedicated partners. There is a big potential, although the company does not collaborate much with partners.
 Resources & Capabilities [RC]: The success of the company’s transition to service is influenced by the ability of the company (1) to strengthen its
capabilities in project engineering and contract administration; (2) to develop its capabilities in the local units; (3) to emphasise product development
and technology ownership; and (4) to use the hardware assets as differentiator.
 Value Configuration & Activities [VA]: The success of the company’s transition to service is influenced by the ability of the company (1) to run the
service business as its own unit with its own profit/loss and on the same level as the new product business; (2) to implement the service strategy in
all worldwide organisations; and (3) to have an effective communication between the service business unit and the new machine business unit.
 Value Proposition [VP]: The success of the company’s transition to service is influenced by the ability of the company (1) to effectively manage
the service products (definition, product positioning); (2) to customise products based on standardised modules; and (3) to keep the balance
between customisation and standardised products.
 Customer Relationship [CR]: The success of the company’s transition to service is influenced by the ability of the company (1) to strengthen the
credibility of the service engineers by the customers; (2) to build relationships at all operational levels; and (3) to generate strong relationships or
even dependence-relations.
 Channel [CH]: The success of the company’s transition to service is influenced by the ability of the company (1) to care about customer’s
problems; and (2) to understand customer’s business in order to propose new possible offerings.
 Customer [CU]: The success of the company’s transition to service is influenced by the ability of the company (1) to exploit the customer proximity
and the customer understanding of the service unit for co-creation; and (2) to engage in and strengthen co-creation with the customers.
 Financial Aspects [FA]: The success of the company’s transition to service is influenced by the ability of the company (1) to focus on costs; and
(2) give a price tag to all provided services
 Culture [cu]: The success of the company’s transition to service is influenced by the ability of the company (1) to create a mind-set of
sustainability and another culture; and (2) to commit to change.

SQ1-6

SQ1-5

 Strategy [st]: The success of the company’s transition to service is influenced by the ability of the company (1) to have a clear and simple service
strategy.
“How can a business model framework that
serves as a comprehensive model of
organisational design elements support the
transition process and enrich the discussion
on value creation and the service-dominant
logic in goods-dominant manufacturing
companies?”

 The company employs the business model for the service strategy development process only marginally and not systematically. By using the
model to describe the current business, possible influencing forces can be detected. Because of its completeness, the model offers the opportunity
to recognise new possibilities for running a business.
 For an overall analysis see the literature review “A Framework for a Service-Oriented Business Model”

 For an overall analysis see the literature review “A Framework for a Service-Oriented Business Model”

SQ1-8

SQ1-7

Service-oriented Business Model Elements
“Given the in research literature discussed
organisational design elements that
contribute to effective implementations of
service orientations; how do these factors
relate to the service-dominant logic and how
can they serve as drivers of service
orientation of the business model elements?”
“How do manufacturers achieve and
determine service orientation in the diverse
elements of the business model?

 The company will achieve a service orientation in the diverse elements of a business model by pursuing the different activities that are highlighted
in SQ1-1 and SQ1-5.

“To what extend corresponds the service
orientation achieved in the business model
elements with the proposed drivers of
service orientation and thus with the
foundational premises of the servicedominant logic?”

 Partner Network [PN]: The main subject of the company’s service orientation is (1) the outsourcing of specific elements in the value chain to
dedicated partners.
Partner co-operation captures all of the above subjects that the company focuses on to increase its service orientation.
Partner co-operation is of below average importance for the company in order to make the service orientation.
 Resources & Capabilities [RC]: The main subjects of the company’s service orientation are (1) strengthened capabilities in project engineering
and contract administration; (2) the development of capabilities in the local units; (3) the emphasis on product development and technology
ownership; and (4) the usage of the hardware assets as differentiator.
Operant resources capture most of the above subjects that the company focuses on to increase its service orientation.
Operant resources are of above average importance for the company in order to make the service orientation.
 Value Configuration & Activities [VA]: The main subjects of the company’s service orientation are (1) the service business as its own unit with its
own profit and loss account and at the same level as the new product business; (2) the implementation of the service strategy in all worldwide
organisations; and (3) an effective communication between the service business unit and the new machine business unit.
Service department distinctiveness captures all of the above subjects that the company focuses on to increase its service orientation.
Service department distinctiveness is of high importance for the company in order to make the service orientation.

SQ1-9

 Value Proposition [VP]: The main subjects of the company’s service orientation are (1) the efficient management of the service products
(definition, product positioning); (2) customised products based on standardised modules; and (3) the balance between customisation and
standardised products.
Customisation captures some of the above subjects that the company focuses on in order to increase its service orientation.
Customisation is of average importance for the company in order to make the service orientation.
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 Customer Relationship [CR]: The main subjects of the company’s service orientation are (1) the strengthened credibility of the service engineers
by the customers; (2) the creation of relationships at all operational levels; and (3) the generation of strong relationships or even dependencerelations.
Long-term relationship development captures most of the above subjects that the company focuses on to increase its service orientation.
Long-term relationship development is of high importance for the company in order to make the service orientation.
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“To what extend corresponds the service
orientation achieved in the business model
elements with the proposed drivers of
service orientation and thus with the
foundational premises of the servicedominant logic?”

 Channel [CH]: The main subjects of the company’s service orientation are (1) the care of the customer’s problems; and (2) the understanding of
the customer’s business in order to propose new possible offerings.
Customer knowledge captures all of the above subjects that the company focuses on in order to increase its service orientation.
Customer knowledge is of above average importance for the company in order to make the service orientation.

“How comprehensively do the proposed
drivers of service orientation capture the key
issues that managers have to focus on to
increase their businesses’ service
orientation?”

 Resources & Capabilities [RC]: A key issue is the availability of strong managers.
Operant resources capture all of the above key issues that managers focus on to increase their businesses’ service orientation.

 Customer [CU]: The main subjects of the company’s service orientation are (1) the exploitation of the customer proximity and the customer
understanding of the service unit for co-creation; and (2) the engagement in and the strengthened co-creation with the customers.
Value realisation engagement captures all of the above subjects that the company focuses on to increase its service orientation.
Value realisation engagement is of average importance for the company in order to make the service orientation.

 Value Proposition [VP]: Key issues are the negative awareness of service to not be technologically attractive, the underestimation of service as to
being the biggest opportunities, and the inattention of companies to care about their manufactured goods.
Customisation captures none of the above key issues that managers focus on to increase their businesses’ service orientation.
 Customer Relationship [CR]: A key issue is to not care about, listen to or trust a customer and therefore to lose the customer relationship.
Long-term relationship development captures some of the above key issues that managers focus on to increase their businesses’ service
orientation.

SQ1-10

 Customer [CU]: A key issue is to convince the customer of the benefits of service.
Value realisation engagement captures none of the above key issues that managers focus on in order to increase their businesses’ service
orientation.
 Partner Network [PN], Value Configuration & Activities [VA], and Channel [CH]: There were no challenges stated that would fit to these elements,
thus no statement can be given regarding the following drivers: partner co-operation, service department distinctiveness and customer knowledge.

Business Model Elements and Successful Transition
“In developing a service-oriented business
 Partner Network [PN]: The company has a below average level of partner co-operation.
model, what level of service orientation is to
achieve in each element of the business
 Resources & Capabilities [RC]: The company has an above average level of dependence on operant resources.
model to have success with the transition
from a capital goods supplier organisation to
 Value Configuration & Activities [VA]: The company has a high level of service department distinctiveness.
a customer problem solving organisation?”
 Value Proposition [VP]: The company has an average level of value proposition customisation.
 Customer Relationship [CR]: The company has an above average level of long-term relationship development.

SQ1-11

 Channel [CH]: The company has an above average level of customer knowledge.
 Customer [CU]: The company has an average level of value realisation engagement.

SQ2-2

SQ2-1

Service Orientation
“What are the service strategies adopted by
manufacturers and how do these strategies
match with the service strategy categories
found in literature?”
“What good-service offerings and thus
service strategies are possible for the given
manufactured capital good?”

Service Orientation and Service-Dominant Logic
“How do the various service strategies
pursued by manufacturers correspond with
the foundational premises of the servicedominant logic?”

SQ2-3

(Analysis based on SQ2-1)

“What strategies show high correlation with
the service-dominant logic and indicate a
high level of service orientation?”

SQ2-5

SQ2-4

(Analysis based on SQ2-1, SQ2-2 and
SQ2-3)

“How is a firm’s adoption of a strategy
towards service orientation influenced by the
service-dominant logic?”

SQ2-6

Service Orientation and Business Model
“Are service-oriented business models
outcome of service strategies, transitions
triggered by the growing installed base of
goods that create their own service future, or
the drivers of transitions?”
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 The company follows an after-sales service provider (new and improved parts, reconditioning & repair, field service), a customer support provider
strategy (field service, service contracts - maintenance), a development partner strategy (technical expertise & operational support, performance
improvements) and an outsourcing partner strategy (service contracts – operations). In summary the company pursues all service strategies.
 There is a growth and optimisation potential within each of the current service strategies. For the after-sales service strategy technology such as
3D printing will be changing the business. Services that are based on data (e.g. predictive service) are a new field for all with chances and threats.
Upgrades that require a lot of engineering and consulting work will become an important topic and strengthen the development partner strategy.

 The service unit of the company delivers goods-related (new & improved parts, reconditioning & repair, field service, maintenance contracts), as
well as process and business related services (technical expertise & operational support, performance improvements, operations contracts).
The second category of services indicates that the application of operant resources (knowhow and skills) is the basis for the exchange (FP1). The
basis of all service activities is the employees of the company, the operant resources that are the fundamental source of competitive advantage
(FP4). Furthermore, there is the plant (good) that generates value through use, but in addition it also serves the company as a basis for the creation
of service and value (FP3). In the case of operational services, where the customer outsources activities, service is becoming more apparent as well
as the fact that all economies are service economies (FP5). For the business related services there is the customer co-creating value (PF6).
Consequently, as the service is defined in terms of customer-determined benefit and co-created it is inherently customer oriented and relational
(FP8). For business related services the company offers its resources for value creation and collaboratively creates value following acceptance of
the value propositions, but cannot create and/or deliver value independently (FP7).
 Business related services (technical expertise & operational support, performance improvements, operations contracts) that are primarily linked to
an outsourcing partner strategy show high correlation with the service-dominant logic regarding service as fundamental basis of exchange (FP1),
goods as distribution mechanism for service provision (FP3), operant resources as fundamental source of competitive advantage (FP4), customer as
a co-creator of value (FP6), the enterprise only making value propositions (FP7) and the service-centred view that is customer-oriented and
relational (FP8). In comparison the goods-related services (new & improved parts, reconditioning & repair, field service, maintenance contracts) are
more focused on the physical good than the customer’s processes or business (FP4) and the customer is less involved in the co-creation of value
(FP6). Although, the service personnel (resources and skills) are an important part in the activities. Even without a contract, the company monitors
the customers’ plants and highlights customer orientation and a good relationship (FP8).
 The service-dominant logic indicates some directions to proceed from a goods-dominant to a service-dominant logic. These directions (or drivers
of a service orientation) are rated to be important in a service orientation and in a service-oriented business model. In short, the service-dominant
logic reflects topics that are to be considered in a service orientation.

 In the beginning, the service engineers reacted reactively and performed the basic services that are based on the provided physical products (e.g.
installation, assessment, commissioning, spare parts). The service orientation was triggered by the installed base. Then, the service portfolio was
extended according to the requirements of the customers. Therefore, the offered services and the business model are now an outcome of the
service strategy.
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“How are service strategies influenced by
business model frameworks and viceversa?”

 The business model is known, but only used marginally and not systematically. Primarily, the model is used to map what the company is doing. In
this case the business model framework reflects the strategy (strategy  business model).
In other parts of the company (start-ups), the model is used to visualise the business, to recognise new possibilities, and to support strategic
decisions. In such a case the business model helps to shape the strategy (business model  strategy).

“When developing a service strategy for
manufacturing companies what elements of
the business model framework are part of
and incorporated in the strategy?”

 Topics of the following business model framework elements were mentioned in the strategy or during discussions: Partner network (global
organisation) [PN], Resources & capabilities [RC], Value configuration & activities [VA], Value proposition [VP], Customer relationship [CR], and
Channel [CH].

“Depending on the chosen service strategy,
what elements from the business model
framework and what relationships between
the elements are adjusted? And how are the
adjustments operationalized in practice?”

 Following SQ1-1 all of the business model framework’s elements are adjusted to the company’s service strategy. As noted in SQ1-3 there are
some aspects that affect more than one element of the business model and thus the relationship between these elements. The adjustments in the
elements are operationalised according to the action points presented in SQ1-1 and SQ1-5.

 The service strategy does not include any indication about what level of service orientation is anticipated for each business model element.

SQ2-10

Service Orientation and Business Model Elements
“How do service strategies describe the
anticipated level of service orientation for
each of the elements in the business model
framework?”

SQ2-11

“Given two business models for different
service strategies; how do the same
elements in both business models differ in
the level of service orientation?”
(Analysis based on SQ2-10)

SQ3-1

Finances
“How successful is the company with its
service orientation?”

“What is the overall profitability (return on
sales) of the company?”

SQ3-2

 No analysis possible for these single cases. The comparison is discussed in the analysis chapter of the thesis.

“What is the direct service profitability (return
on sales of services) of the company?”

 The company’s share of service revenue (40 per cent) is of a very high level and is higher than any number provided for after-sales service
strategy (15.6%), customer support service provider strategy (26.4%) or development partner strategy (21.1%). As the service business is still part of
a goods providing company, and not a separated service providing company, the service revenue will never reach the 100% indicated for the
outsourcing partner. The service revenue accounts for more than 30% (successful), thus the company is considered as being successful with its
service orientation.
 Overall profitability of the company stands at 9.7 per cent. No other financial data could be provided. Strong service activities are considered to be
non-cyclical, stabilising for the cash flow and important for market proximity. The service business is thus a supporting element of the company.

A25

Back Tracked Reference from the Analysis Chapter

The following example demonstrates the referencing system used in the analysis
chapter. A code that represents a reference is back tracked to the interview transcript.
For each document the location in NVivo is indicated.
Stage 8
6.4.7

Resources and Capabilities

Research Findings for P1(a) and P2(a)
In order to advance the development and management of its after-sales and customer support service,
Company A, appointed a global service manager and a team to support him …. (A, SQ1-1).
…

The reference in this example points to Company A, sub-research question SQ1-1 and is
mentioned for the business model element Resources & Capabilities. The corresponding
sources of evidence are found in the answers to the case study questions (Stage 7).
Stage 7

SQ1-1

[Sources] [Internals] [Answers Case]:
Answers to the Case Study Questions (Sub-Research Questions) - Company A

…
“In developing a service
orientation in
manufacturing
organisations around a
value proposition that
places the customer as
central to value, what
other elements of the
business model
framework are adapted
and how is this being
operationalized in
practice?”

Resources & Capabilities [RC]
- The organisation is adapted to the new situation and further employees are hired
to enable delivery of the required support to the customers.
- A global service manager and a team that are both committed to the service
products were appointed [-VA].
…
- Some capabilities have to change, though the manufacturing capabilities remain
an important aspect [+].
 Resources & Capabilities [RC]: A team is committed to the development and
management of the service products. An increased customer request for the
offered services will have the consequence that the company has to hire or develop
employees. Then, these employees will help to provide services in one of the …
…

The answers to case study question SQ1-1 are composed of the interview answers SQ101, 1, SQ1-01, 2, SQ1-01, 3 and SQ1-01, 4. Consequently, the key phrases are found in
one of these answers (Stage 6).
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Stage 6

Tts-4

SQ1-01, 1
SQ1-08, 1; SQ2-09, 1

[Sources] [Internals] [Answers Interview]:
Answers to the Interview Questions - Company A

What changed within
the company (e.g.
structure, people,
knowledge …) with
the introduction of
service? What
organisational
parameters/elements
(e.g. structure,
people, knowledge
…) were/are affected
by the transition
towards service?

[PN] Global expansion of partnerships.
[RC] The organisation is adapted to the new situation and further employees
hired, to enable delivery of the required support to the customers. New ITsystems are implemented (SAP, knowledge management for technicians). A
high training budget for improving competences (e.g. software, processes,
electrics/electronics). Appointment of a global service manager and of a
team committed to the service products.
[VA] Appointment of a global service manager and of a team committed to the
service products. Global service strategy rollout (globally organised service
business). Separation of spare parts and service business. Spare parts
business should be stable and grow. Global expansion of engineering and
consulting business.
…

The key phrases in this stage are sorted according to the business model elements. They
are derived from the answers that are sorted according to the interviewees (Stage 5).
Stage 5
[Sources] [Internals] [Answers] [A]:
Answers - A - SQ1-01, 1, SQ1-08, 1; SQ2-09, 1

…
present company as solution provider, that includes consulting, [VP]
A-05
service is acknowledged by management as a strategic factor, [VP][cu]
awareness of service(s) in the company, [RC][VP][Culture]
appointment of a global service manager, [RC][VA]
a team is committed to service products, [RC][VA]
separation of spare parts and service business, [VA]
spare part business should stay stable and grow, [VP][FA]
global service strategy rollout, [VA]
new employees for services, [RC]

These key phrases correspond to the English translation of the originals in German
(Stage 4).
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Stage 4
[Nodes] [A] [Key phrases]:
Key - A - Tts-4 (SQ1-01,1; SQ1-08, 1; SQ2-09, 1)

…
<Internals\\Interviews\\A\\Interview A-05> - § 8 references coded [1.88% Coverage]
Reference 1 - 1.88% Coverage
Service in die Geschäftsleitung zu nehmen, das als strategische Erfolgsposition zu erkennen
Reference 2 - 1.88% Coverage
Einsatz von einem globalen Serviceleiter
…
Reference 7 - 1.88% Coverage
Teilegeschäft soll stabil bleiben, wachsen
Reference 8 - 1.88% Coverage
ein Team darum kümmern, das sie Dienstleistungen und die Produkte vorwärtstreiben
…

By using the “Open reference source” function of NVivo the references of the key
phrases are directly found in transcripts of the interviews (stage 2).
Stage 2
[Sources] [Internals] [Interviews] [A]:
Interview A-05

32

Timespan
23:30.5 25:22.7

Content
Speaker
Mit mit mit Fokus (Fokus auf Service-Orientierung, Services haben grösseres
A-05
Gewicht). Genau, also der erste Schritt, ist wirklich gewesen der Service in die
Geschäftsleitung zu nehmen, das als strategische Erfolgsposition zu erkennen,
nachher der Einsatz von einem globalen Serviceleiter, das ist eigentlich der nächste
Schritt gewesen, jetzt der Rollout auf die Gruppe, dass man dort in den grossen
Gesellschaften dem Service gleich Gewicht gibt, plus das gesamte Bewusstsein in der
Firma für den Service, der ist früher einfach da gewesen und hat funktioniert, heute
nimmt man ihn wahr, und somit attestiert man ihm ein Potential, sieht es auch, und
somit werden auch die Ressourcen gesprochen, eben weiterzugehen, also wir werden
im Service, sage ich mal, in jedem Jahr, ein bis zwei Personen anstellen, bis wir
irgendwo, in diesem Bereich tätig werden können, das ist so in etwa die Vision, und
wir haben, was auch noch wichtig ist, das habe ich letztes Jahr eingeleitet, das wir das
Teilegeschäft vom Servicegeschäft getrennt haben, auch, wenn ich das so sehe, mit
diesem Fokus, das man sagt, das Teilegeschäft soll stabil bleiben, wachsen, Gas
geben, aber es soll keine Vermischung geben mit Weg hierhin, also da soll sich
wirklich ein Team darum kümmern, das sie Dienstleistungen und die Produkte
vorwärtstreiben. Das ist immer so etwas ein Mix gewesen, wenn es nicht zu tun gab,
haben sich alle auf die Teile gestürzt, und das ist dann wieder versandet, oder, und
jetzt haben wir wirklich gesagt wir trennen das, dass sich genau die Leute können
Gedanken machen, wie bringen sie die Service-Dienstleistungen da voran.

The corresponding audio recorded interview can be played back directly in NVivo
(stage 1).
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Stage 1
[Sources] [Internals] [Interviews] [A]:
Interview A-05
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