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Abstract 

Many firms are transitioning from being a classic goods-focused company to becoming a 
solutions provider, a phenomenon called servitization. Evolving towards a service focus 
entails several challenges that need to be addressed in order to benefit from the opportunities 
that servitization entails. As most servitization research has focused on business-to-business 
contexts, this thesis applies servitization literature in a business-to-consumer context. By 
examining the challenges in a qualitative approach through semi-structured interviews and 
observations within three automobile dealerships selling premium brands, this thesis aims to 
further enrich the understanding of the phenomenon servitization by comparing the collected 
data with previously researched challenges. The thesis concludes that many of the challenges, 
such as creating integrated solutions, adequately charging for services and manage internal 
resistance, could be viable in a business-to-consumer context.  
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1. Introduction 
	
Many firms are evolving from being a classic goods-focused company to becoming a service 

provider. This includes a shift from the goods-dominant logic (GDL), which focuses on the 

tangible product, towards the service-dominant logic (SDL), which focus on services and 

relationships with customers, is known as servitization (Baines, Lightfoot, Benedettini & Kay, 

2009). Literature on this phenomenon has mainly focused on manufacturing firms and 

business-to-business (B2B) contexts even though many of the challenges involved in 

developing servitization may be applicable in the business-to-consumer (B2C) context. This 

thesis explores challenges involved in developing servitization in a B2C context and how 

servitization literature is applicable on firms that are directing sales towards consumers.  

When transitioning to a SDL, firms are moving from a traditional view that the value creation 

lies in the hands of the producer of the original product, towards a view where value is created 

in co-operation with the customers. Doing so companies move from having a transactional 

exchange with their customers to develop a form of partnership (Vargo & Lusch, 2004). 

When the term servitization was coined by Vandermerwe & Rada (1988), the automobile 

industry was used to exemplify the phenomenon. This thesis explores servitization in the 

automobile sales industry where the sales of auxiliary services are becoming increasingly 

important.  

1.1 Background 
There are many opportunities for goods-focused firms present in the servitization 

development. In the classic goods-based economy, products are generally fairly easy to 

replicate which puts pressure on prices and profit margins. Some firms have responded by 

adding services to their offering in order to generate more revenue and profits (Gebauer, 

Fleisch & Friedli, 2005). When the two products (tangible and intangible) are combined in a 

goods- and service-offering it becomes harder to copy and can provide firms with a more 

stable competitive advantage (Martinez, Bastl, Kingston & Evans, 2010). A full service 

provider engaging in a relationship with the customer can understand the customer's needs on 

a deeper level and thus deliver a product that more accurately satisfies the customer's needs 

(Bustinza, Bigdeli, Baines, & Elliot, 2015). Additionally, services require less capital 

investment and revenue tends to be more stable than for tangible products (Brown, Gustafsson 

& Witell, 2009). Profit margins are also generally higher for services than for goods, hence 
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the financial benefits of being in the service business can be substantial (Gebauer et al., 2005).  

Servitization as such stems from a transformation of mindsets, just adding service to an 

existing product, such as selling spare-parts, can easily be replicated. Adapting to servitization 

goes beyond merely adding a service or having an aftermarket presence. Servitization requires 

a fundamental change for a firm, from a producing-focus towards a service-focus. This 

change has been described as adapting the SDL in contrast to the GDL (Lusch & Vargo, 

2014). The GDL is based on the assumption that the good constitutes the lion’s share of the 

value provided to the customer. The SDL is, on the contrary, based on the assumption that the 

combination of the good and service together with the end user constitutes the main part of 

value in offering to the customer (Vargo & Lusch, 2004).  

Although an increasing number of companies realize the potential of servitization, many of 

them view themselves as mainly goods-focused companies rather than service providers with 

an overemphasis on their tangible product (Gebauer et al., 2005). Just the idea of two different 

mindsets is a challenge since the entire organization needs to adapt to the new way of 

thinking. Since servitization is based on a change of logic or mindset, it may cause several 

fundamental challenges for the firm (Oliva & Kallenberg, 2003).  

Furthermore, studies have implied that some challenges stem from the managerial lack of 

knowledge on how to adapt to the service market, which affects the general organization 

(Brown et al., 2009; Bustinza et al., 2015). Firms transitioning to a SDL may face external 

issues such as mistrust between the end user and the firm or not sharing the same mindset 

with the customer (Löfberg, 2014). Lastly, some research has indicated that the context in 

which servitization is implemented in is paramount to the value adding of the firms offering 

(Fang, Palmatier, & Steenkamp, 2008). Therefore, not only are there challenges in making the 

transition to a SDL, firms need to be able to handle the consequential challenges that it 

generates. These challenges include for example how to adapt business models (e.g. Witell & 

Löfgren, 2013), how to engage in services given the firm’s market context (e.g. Fang et al., 

2008) and convincing customers of the benefits of services as well as adapting issues between 

the actors (e.g. Brax, 2005).  

Research acknowledging servitization challenges has mostly focused on B2B contexts (e.g. 

Martinez et al., 2010; Brown et al., 2009) and typically within manufacturing firms (e.g. Brax, 

2005, Löfberg, 2014). However, servitization is less researched in B2C markets despite that 
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many of the issues that appear in the B2B contexts are likely to be applicable when selling to 

consumers (Dant & Brown, 2008). Sales towards consumers are often considered more 

volatile than towards businesses. One reason for this is that consumers are less prone to plan 

purchases and are less organized than business customers (Kreye & Lewis, 2015). Since 

servitization is partially built on trust and long lasting relationships between customers and 

producers (Morgan & Hunt, 1994), servitization does not appear as often in B2C contexts 

where long lasting relationships are less common. Consumers are generally more prone to 

switch between competing firms if they are not satisfied with the goods or services (Kreye & 

Lewis, 2015). However, in many instances long lasting relationships between customers and 

producers do appear in the consumer market as well. Automobile dealerships for example 

enjoy high customer retention rates, especially within the premium brands (Verhoef, 

Langerak & Donkers, 2007). Therefore, this thesis studies automobile dealerships to explore 

servitization in a B2C context and it also explores how relevant servitization literature can be 

for firms operating in the consumer market.  

1.2 Purpose 
The purpose of this thesis is to explore challenges involved in developing servitization in a 

B2C context. Servitization entails several issues from implementation processes to internal 

challenges, many of which have been explored but previous research has mostly focused on a 

manufacturing B2B environment and less on what challenges are relevant for B2C firms. 

Thus, this thesis, by studying the auto industry, contributes to servitization research by 

addressing challenges involved in developing servitization within the B2C context. By 

comparing servitization literature with findings from the study objects, practioners receive a 

greater than before understanding of the relevance of servitization challenges depending on 

where sales are directed. This thesis identifies, addresses and expands previously described 

challenges concerning servitization.  

1.3 Research Question 
What challenges does the servitization process entail for the auto sales industry?  
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2. Literature Review 
	
This section presents literature in the field of servitization. The literature review begins with 

the presentation of the foundation of servitization, the service-dominant logic, and continues 

with the descriptions of different levels of servitization. This is followed by a description of 

challenges that servitization entails. Lastly, the section concludes with a synthetization of the 

previously described theoretical concepts within the B2C context and ends with a summary.  

2.1 The Service-Dominant Logic 
During the last decades, several companies have changed their focus from producing a simple 

product towards including more services and add-ons. Understanding the potential of the 

service-based strategy, companies have started to bundle up goods and services into one 

complete package, a phenomenon called servitization (Vandermerwe & Rada, 1988).  

Servitization as a phenomenon is based on having a service-focus rather than a goods-focus in 

the firm’s operations. The early GDL is based on that the physical product stands for the sole 

value in the exchange between a supplier and its customers and that a producer of a good 

delivers value in the form of a tangible good in exchange for money from the customer 

(Grönroos & Gummerus, 2014). In the GDL, the value is created by the producer and 

destroyed by the consumer (Lusch & Vargo, 2014). The GDL logic is based on the 

assumption that companies have to create goods that are embedded with value, and in order to 

be sold they have to be of superior utility in relation to competitors’ ditto. Furthermore, the 

price has to be as high as the market would possibly allow in order to maximize profits for the 

producer. Furthermore, a good can be stored until a customer demands it (Lusch & Vargo, 

2014). Realizing the importance of service led the GDL to evolve into the SDL, where 

services are the fundamental basis of exchange (Lusch & Vargo, 2014).  

Within the SDL operand resources (i.e. tangible goods and resources) does not by themselves 

deliver value. However, combined with the appropriate skill and knowledge of an actor the 

operand resources have value (Vargo & Lusch, 2004). In this definition, the value is not 

created on the factory floor, rather it is created together with the end user. Hence, the value is 

created in cooperation between the producer and the customer. Although the phenomena of 

servitization is a well-researched topic academically (Löfberg, 2014), this particular view of 

cooperation has been criticized due to its contradictory nature, where the value is both created  
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in cooperation between producers and customers but also by customers when they use the 

product. Furthermore, the concept of co-creation has come under scrutiny, being described as 

a metaphor rather than a concept (Grönroos & Gummerus, 2014) in which the firm could be 

viewed as a passive partner eager to gain customer trust through tightly knit relationships in 

order to meet customers’ demands (Grönroos, 2008), in other words, helping the customer 

enhance the product's value (Brax, 2005).  

The SDL does not explicitly define different value spheres, rather it does so implicitly. The 

SDL defines one encompassing value sphere where all the actors create value together (i.e. 

the firm and its customer) (Lusch & Vargo, 2014). This somewhat vague and indistinct view 

of the value-creation platform has been criticized as unrealistic since firms create value on 

their own in a sphere closed for customers and vice versa. Although there is one distinct 

common sphere where both the customer and the firm interacts directly (Grönroos, 2015), 

which can facilitate co-creation through collaborative and dialogic processes. However, the 

SDL describes that the firm drives the value-creation process (Lusch & Vargo, 2014). This 

point of view has been debated and in some cases the producing firm might be the impelling 

cause behind the value-creation but in some instances the customer has been identified as the 

driving force behind value-creation (Grönroos, 2015). In order to harness the opportunities of 

servitization the entire firm needs to apply servitization as a mindset (Vargo & Lusch, 2008). 

Transitioning towards a SDL implies a foundational change since firms needs a change of 

mindset, which means that the firms’ role has to be revised both externally and internally 

(Brax, 2005).  

2.1.1 Relationships within the Service-Dominant Logic 

The transition from the GDL to the SDL could be viewed as a change in the customer-vendor 

connection, moving towards a relationship exchange from a discrete transaction described as 

a business transaction where goods are exchanged for money. Although the transaction is the 

foundation of which a relationship is built upon, the relationship and the identity of the 

partner is excluded in the discrete transaction concept (Dwyer, Schurr & Oh, 1987). The 

relationship exchange is on the other hand based communication and interaction between the 

parties (Dwyer et al., 1987). Relationships develop when the parties tend to each other by 

including the identity of one another, as well as providing resources and opportunities. Hence, 

they avoid taking advantage of their exchange partner, the opposite of the characteristics of a 

discrete transaction based relationship (Morgan & Hunt, 1994). The relationship exchange is 

viewed in the history between the parties, which is based on trust (Dwyer et al., 1987). 
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Adaptation towards each other is an effect of the trust built between the parties through their 

common history (Hallén, Johanson & Seyed-Mohamed, 1991). In other words, the adaptation, 

an important component in servitization, to each other is a consequence of the history and 

trust between the parties.  

2.1.2 Summary the Service-Dominant Logic 

The different mindsets might be perceived as different knowledge, why a new mindset would 

imply new knowledge. Hence, firms changing towards a SDL need to acquire new 

knowledge, transitioning from goods-focused knowledge towards service-focused knowledge. 

Understanding service and the solutions requested by the customers becomes increasingly 

important in relations to how deep level of servitization firms decides to develop as well as 

understanding the benefits of increased services. Not only does personnel that have contact 

with customers need to increase their knowledge regarding services, it also applies to 

managers. This in order to get an organizational alignment between knowledge of services 

and solutions and thus avoid any deviations that could prevent development of the business. 

Furthermore, the SDL entails a development in the customer-vendor relation, transitioning 

from performing discrete transactions towards a relationships exchange, where adaption to the 

customer is paramount. Sales staff needs to understand and adapt to the customers’ requests in 

order to provide relevant services. In order to understand the customer, a relationship built on 

trust and a common history must evolve. The development of these relationships is thus one 

of the main pillars of servitization. The SDL is a paradigm where the focus of capabilities is 

emphasized over goods, furthermore, the SDL underlines that services are the foundation of 

exchange and value. Meaning that value can differ depending on context. SDL highlights the 

relational aspects over the profit maximizing GDL, which means that long lasting 

relationships are one of the main targets for an SDL focused firm.   

2.2. Network Theory 
The SDL views the relationship as the basis for transaction, which relates to the Network 

theory. Described as the interaction between several links and nodes in which the complexity 

of relationships is captured, rather than the more simplistic dyadic one-to-one view that GDL 

might have (Gummesson, 2007). As the relationships between the firm and closeby operators, 

such as customers and suppliers, develops from a clear competitive relation in which one 

actor gain is another actor's loss to more of a cooperation where both suppliers and consumers 
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can gain from the relationship. Hence the boundaries between the firm and its environment no 

longer are distinguishable (Lindvall, 2011).  

 

Markets are networks of different people and businesses more or less aware of the network in 

which the are a part of (Johansson & Vahlne, 2009). And every transaction occurs in a context 

of amounts of relations and interactions (Gummesson, 2004). Which means that this myriad 

of links and nodes is complex. One interaction will effect more than just one actor, the single 

interactions could have ripple effects throughout the networks since the actors are dependent 

on each other (Håkansson & Snehota, 2006). 

 

The interaction, the main pillar, within the network occurs in many different forms, E.g when 

buying, the first impression, as a consumer being greeted etc all of these situations could be 

viewed as interaction within the temporary network created when a customer aims to buy a 

good. Furthermore, the interactions are not simply between two actors the seller and the 

buyer, rather the buyer might meet several other actors included in the sales process. This is 

not exclusive to people; the buyer interacts with the product as well. All of these interactions 

combined provides the consumer with an overall assessment which might or might not lead to 

a long-lasting relationship (Gummesson, 2004). 

 

The other side of the network is the customer's links and nodes. The customer’s temporary 

networks and links when buying a good is just one sort of network other important networks 

are the social- parasocial network, which describes more informal networks with friends, 

family and coworkers etcetera. The Parasocial network can be linked to a product as a part of 

an identity, the good bought could be viewed as an important status symbol or a social 

marker. Which in the end means that you can buy relations and memberships in a social 

context network. The ability to become a part of a network or to proliferate the belonging in 

an existing network enhances the view of the value-in-use perspective Since the customer is a 

part of the value creation (Gummesson, 2004). 

 

Similarly, to the SDL, the network theory emphasizes that symbiosis is the key, meaning that 

the actors must strive towards a win-win situation in order to achieve efficient and long term 

relationships (Gummesson, 2004). This strive towards achieving and sustaining long lasting 

relationships are another feature that the network theory shares with SDL, hence these 

theories could be considered linked. 
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2.3. Definition and Levels of Servitization 
The term servitization applies to many different situations in which firms engage in activities 

that include some kind of service. Servitization can be vastly different depending on how the 

firm chooses to engage in it. Vandermerwe & Rada (1988) proposed three different, but 

overlapping, stages of servitization. Stage one is described as “goods or services” where 

servitization is lacking and firms are performing either services or selling goods. Stage two is 

“goods + services” where firms are providing both goods and services but they are produced 

and sold separately. Lastly, stage three is defined as “goods + services + support + knowledge 

+ self-service” and the main deviation from stage two is that the firm provides a product 

bundle that combines tangible goods, services, support, knowledge and self-service. As the 

stages are overlapping, the level of servitization within a company is often described as a 

continuum (e.g. Bustinza et al., 2015; Gebauer, 2008).  

 

 

Figure 1. Servitization Continuum from Martinez et al. (2010). The figure visualizes how 
higher servitization is characterized by increased interaction between customers and 
suppliers.  

Martinez et al. (2010) visualize what kind of relationship the supplier have with the customer 
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given the level of servitization. As seen in figure 1, where there is little servitization, the 

interaction with customer is mainly about delivery and price. In the middle part of the 

pyramid, the supplier engages with the customer earlier in the product lifespan by for example 

being part of setting up manufacturing. Solution providers have moved furthest down the 

pyramid where they are interacting with the customer from the design stage sometimes all the 

way until the end of the lifespan. As an example, a tire manufacturer may be part of the 

designing of a new truck, be responsible for the assembly and delivery of the tires, maintain 

and repair the tires and in the end care for the recycling process. The tire manufacturer thus 

interacts with the truck manufacturer in every part of the truck’s lifespan. The Vandermerwe 

& Rada (1988) stages fit within the pyramid. Stage one would be furthest up the pyramid as 

sole goods providers mainly discuss price and delivery. Stage two would be the second 

section as there both goods and services are offered but they are sold separately and stage 

three would be the two lowest sections as goods and services are combined to a certain 

degree.  

The lower form of servitization is limited to some add-ons or customer service activities that 

are needed in order to sell the tangible product and high servitization includes combined 

solutions that cannot be delivered separately (Martinez et al., 2010). Servitization is thus an 

expression of how much services are integrated into the firm’s offering and the services 

cannot be sold separately as they are inseparable from the goods (Lee, Yoo & Kim, 2016).  

The servitization process also entails moving from purely transactional interactions with 

customers to relational interactions that involves relations on several levels of the value- 

creation process (Martinez et al., 2010). In the service business, relationships have a lock-in 

effect due to personal connections and the difficulty to objectively compare the service used 

to its alternatives (Gwinner, Gremler, & Bitner, 1998). A full service provider engaging in a 

relationship with the customer can also understand the customer's needs on a deeper level and 

thus deliver a product that more accurately satisfies the customer's needs (Bustinza et al., 

2015). This increases customer satisfaction, which in itself is a source of competitive 

advantage. Having confidence in a supplier's ability to satisfy a specific need is an important 

factor that keeps customers loyal in a supplier relationship and by reducing the risk and 

anxiety among customers, their focus can be shifted elsewhere (Gwinner et al., 1998).  

An alternative view of the servitization continuum share the same characteristics of low 

servitization, namely that the physical product is the main source of revenue and the service is 
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considered more of a side business. However, when highly servitized in this continuum the 

physical product is just something that is used to promote revenue of the services offered by 

the firm (Gebauer, 2008). So instead of seeing servitization as how deep services are 

integrated into the firm offering, servitization is seen as how much of the firm's offering is 

services compared to goods. These views are not necessarily contradictory but they are not 

always the same. Servitization as a phenomenon is based on the idea that services are 

becoming a more important part of business by transcending from a transactional relation 

towards a long lasting relationship. Servitization entails that the value of a good is revealed 

when used rather when transacted. 

2.3.1 Product-service Systems 

Another important part of the servitization concept is the product-service system (PSS). It is 

described as a business model in which servitization is the quintessence and the product is 

being used by the customer but services such as repairs, maintenance and consumables are 

handled by the supplier (Williams, 2007). The producing firms provide the opportunity to 

utilize the product but do not transfer ownership (Baines & Lightfoot, 2013). The PSS could 

therefore be viewed as the pinnacle of servitization or furthest down in the pyramid 

demonstrated in figure 1. The customer does not own the product, only rents it but are able to 

use it as if they owned it (Williams, 2007). The producer provides a solution and guarantees 

the continued usage of the product by providing services and maintenance continuously in 

order to make sure that the customer is able to utilize the products benefits but also as a way 

to prolong the life-cycle of the product (Baines & Lightfoot, 2013).  

2.3.2 Nuancing Servitization through Trajectories 

In order to nuance the transition towards servitization and the challenges that firms may 

encounter in the process, three servitization trajectories have been identified. These 

trajectories highlight that the transition towards servitization is more than just a change of 

business model or a change of mindsets. Rather the expansion into servitization lies in 

contrast to the consolidating phase that firms need to attend to, such as standardizing the 

previous servitization step (Kowalkowski, Windahl, Kindström & Gebauer, 2015). The first 

of these trajectories has been described as the availability provider, meaning that firms 

develop separate service units to provide customers with additional services beyond the 

tangible product. Firms thus expand into the service business without losing their goods-focus 

(Kowalkowski et al., 2015) much like Vandermerwe & Rada’s (1988) stage two where firms 

offer “goods + services”.  
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The second trajectory is the performance provider, which is based on customer demand and 

could be seen as suppliers helping customers to produce based on their original equipment. 

This second trajectory is dependent on stronger customer relations, long lasting commitments 

between the producer and the customer as well as flexibility for the producing firm. Beyond 

the benefits of strategic partnerships as well as possible lock-in effects both of these two 

trajectories demand a trusting relationship between the customer and the supplier, sharing not 

only information but also business processes in order to integrate and coordinate 

(Kowalkowski et al., 2015).  

The third trajectory consists of standardization of previous customizations in order to 

industrialize service offerings where research and development processes and other costs has 

been shared with customers. This standardization process entails several issues such as 

coordination between production and sales within an organization but also the challenge of 

keeping the customer satisfied and simultaneously making the service available to a larger 

customer base (Kowalkowski et al., 2015). Furthermore, since the well-being of customers 

and customer satisfaction are important parts of servitization, firms must be able to tailor 

solutions to their customers (Bustinza et al., 2015). The customization towards customers’ 

needs, although necessary, might be hard to legitimize from a cost perspective, hence firms 

need to standardize the customized offering in order to continue servitization as a viable 

financial option. This juxtaposition is an ongoing challenge for firms trying to develop 

servitization, especially concerning new customers (Bustinza et al., 2015).  

2.4 Challenges and Opportunities Involved in Developing Servitization 
One important reason for implementing servitization is to differentiate the business in order to 

increase profits or gain market share. Deep servitization of a firm’s offering can provide the 

firm with a unique product that is difficult to copy and add more value to the customer (Vargo 

& Lusch, 2004). The potential benefits of servitization are clear but despite this, many firms 

fail to add value through the servitization process (Fang et al., 2008). There are challenges 

involved in developing servitization and some firms appear unprepared to make the 

transformation towards service orientation (Brown et al., 2009). Transitioning towards being a 

servitized actor is as an important issue and moving over from the goods-orientation to the 

service-orientation of the continuum puts pressure on the sales organization, the managers and 

the organization as a whole (Ulaga & Loveland, 2014). By changing to a service mindset the 

firm enables the opportunities of servitization but also exposes the firm’s ability to adapt as 
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well as acquire the necessary knowledge. Some firms are lacking a clear servitization strategy 

or have an organizational structure that is not designed to handle the servitization process 

(Brown et al., 2009; Bustinza et al., 2015). The potential of servitization as a source of 

competitive advantages is largely due to the fact that the servitization offers the opportunity to 

redefine or influence the existing market or create new market opportunities, hence being 

proactive rather than the reactive approach of producing goods cheaper in order to gain 

market shares (Lusch & Vargo, 2014).  

Simply providing services as a side business without synergies with the core business does 

not enhance the firm’s offering and thus provides no reason to uphold a competitive 

advantage, rather this needs to be incorporated as a part of the firm’s business model (Brax, 

2005). However, engaging in deep levels of servitization and making use of core 

competencies when creating integrated solutions has more benefits (Bustinza et al., 2015). 

Leveraging core competencies is crucial to create a unique product that produces spillover 

effects for the customer because when synergies and cost savings of the integrated product are 

clear, unservitized low cost product focused firms as well as service-only firms, cannot 

compete against such a product (Fang et al., 2008). A continuous challenge is to make sure 

that customers are satisfied, so that they are more willing to engage in a relationship with the 

producing firm, hence the loyalty of the customers is based on their understanding of the 

offering (Shankar, Smith & Rangaswamy, 2003). By making sure customers are satisfied, not 

only with the product but also with the additional services firms enhance their possibility to 

create lock-in effects (Harrison, Beatty, Reynolds & Noble, 2012). Customer satisfaction, as 

well as lock-in effects, are results of mutual trust which are foundation in service management 

in general and in Servitization in particular. However, gaining mutual trust between customer 

and vendor is another challenge that firms, striving towards building long-lasting relationships 

must address.   

 

Business model innovation has shown to be crucial in order for profitability expectations to 

materialize (Witell & Löfgren, 2013). Firms need to adopt service oriented business models 

where customers are charged for the service part of the offering and thus add revenue. This 

can be troublesome since customers sometimes fail to understand or appreciate the value of 

services offered (Löfberg, 2014). The marketing challenge in convincing the customer of the 

service’s value can therefore be substantial (Brax, 2005) and firms need to make sure that 

sales personnel understand the benefits of pushing services and actively advertise them 
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(Löfberg, 2014). This challenge is often underestimated, as it requires substantial change 

within the sales organization. Even market leaders with competent sales people experience 

resistance (Ulaga & Loveland, 2014).  

2.5 Servitization and the Business-to-Consumer Context 
Servitization issues described above have mostly been based on research covering 

manufacturing firms in B2B contexts and although it is likely that B2B research in most cases 

are applicable in B2C markets (Dant & Brown, 2008) some differences should be highlighted. 

Therefore a discussion regarding the merger of servitization considerations with the B2C 

market now follows.  

The SDL, where value is created in cooperation with customers (Lusch & Vargo, 2014), is 

also applicable in the B2C context since value is not only created when a service is used to 

create another product but also when the service is consumed. Furthermore, the lasting 

relationships based on trust and a common history present in the SDL (Hallén et al., 1991), is 

an important part in the B2C segment, however the relationship between a supplier and a 

consumer is considered more sensitive and has characteristics more related to personal 

relationships rather than a business transaction (Kreye & Lewis, 2015). Failure to meet 

consumers’ service demands can therefore more easily lead to disruptions and sometimes also 

terminate the relationship.  

When applying the pyramid in figure 1 to the B2C context some aspects are not applicable. 

Since consumers do not produce goods of their own, there is no manufacturing stage to take 

part of. However, there is no inherent factor that inhibits suppliers to offer post-purchase 

support towards consumers or continuing to offer services until the end-of-use of the product.  

When developing servitization, the process is more multifaceted than just transporting along a 

continuum and moving down the pyramid in figure 1, rather firms have to balance several 

roles, including the three trajectories described by Kowalkowski et al. (2015). These may very 

well be relevant for B2C firms as there are no inherent components of the three roles that are 

irrelevant when selling to consumers. The B2C market is considered more ad hoc than selling 

to business customers, which entails more long-term planning and is administered in a more 

organized fashion (Kreye & Lewis, 2015). Additionally, business customers are generally 

able to exert demands on specialization of products to a larger extent than consumers 

(Fredericks, 2005). 
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2.6 Summary of Literature 
The foundation of servitization in the literature reviewed is the SDL and it needs to be 

understood to grasp the servitization phenomenon. Contrary to the GDL, the SDL emphasizes 

that the value is created in cooperation with the customer when the product is used instead of 

value embedded in the product (Lusch & Vargo, 2014). These different mindsets could be 

viewed in terms of knowledge, meaning that when a firm adopts SDL it needs to acquire new 

knowledge regarding services and solutions. Furthermore, the different logics are based on 

different stages of relations, from discrete relations present in the older GDL towards long- 

lasting relationships based on trust and a common history present in SDL (Hallén et al., 

1991). Although servitization is based on different mindsets and stages of relationships, 

servitization is not a polarized phenomenon. On the contrary, there are several different levels 

of servitization based on a continuum presented as a pyramid in figure 1. The PSS is 

described as the quintessence of servitization, which could be viewed as the deepest form of 

servitization. The PSS is a business model in which the product is being used by the customer 

but the services such as repairs, maintenance and consumables are handled by the provider of 

the product. The customer only rents the product but utilize it to its full extent (Baines & 

Lightfoot, 2013). To nuance the different levels of servitization three trajectories have been 

presented, each representing different roles that the producing firm might take (Kowalkowski 

et al., 2015).  

The potential benefits of servitization are clear, such as increasing profits, gaining market 

share and providing customers with a unique product. However, the challenges with 

servitization are several and extensive. For example, the transformation process entails 

challenges such as acquiring new knowledge, adaptation among the sales staff to a new 

mindset and changing the organizational foundation (Brown et al., 2009; Löfberg, 2014). 

Furthermore, the customer resistance is a major obstacle, such as helping them to understand 

the opportunities that servitization entails (Shankar et al., 2003) which also connects to the 

business model issues, such as constructing a business model where customers are charged for 

the services that they are provided (Witell & Löfgren, 2013).  
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3. Method 
	
In this section, the research design used in this thesis is discussed. It begins with an overview 

of the method used followed by a presentation of the pre-study. The following section describe 

and discuss what study objects that were selected followed by a description of how data was 

collected from the study objects. Lastly some considerations and limitations with the chosen 

method are presented and discussed.  

The aim of this study was to explore challenges within the servitization process for businesses 

selling to consumers. As discussed earlier, the phenomenon of servitization could be 

considered an unexplored topic from an empirical perspective (Löfberg, 2014), hence the 

need to get a deeper understanding through collection of empirical data. In order to add to 

prior servitization research in a new avenue, an exploratory approach was considered 

necessary. To explore and understand the phenomenon of servitization on a deeper level a 

qualitative method was used much like previous research with similar objectives (e.g. Brax, 

2005; Martinez et al., 2010). By comparing the theoretical challenges with the practical issues 

faced by the study objects, this study explored and compared the by literature suggested 

challenges with empirical dittos. Thus this study was based on abductive reasoning which is 

the combination of inductive reasoning based on observation, broad generalizations and 

deductive reasoning built on theories (Bryman, Bell & Nilsson, 2005).  

3.1 Pre-Study 
One purpose of this study was to acknowledge and study new avenues for servitization. In 

order to familiarize the authors with the concept of servitization a pre-study was conducted by 

comparing two market leading manufacturers within the industrial equipment industry. The 

study objects in the pre-study were chosen due to the firms’ reputation of being in the 

forefront of introducing servitization. Within these companies, business areas that were 

selling either cheaper, although advanced products, or more standardized and less advanced 

products were studied. It turned out that servitization in these areas, although existent, was not 

as extensive as expected considering literature on the subject. Reasons for this were for 

example that in the case of the cheaper products, customers typically choose to buy several 

products instead of paying for maintenance and spare parts. In the case of the more 

standardized products the customers already had the knowledge and skills to handle the tools 

so no services from external actors were demanded.  
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As a results of the pre-study, the authors concluded that when studying the B2C market 

products should be advanced and expensive enough that purchases makes up a considerable 

expense for the customers to motivate the use of basic auxiliary services such as repairs and 

financing.  

3.2 Selection of Study Objects 
In order to limit the study a certain B2C sector was selected. Automobiles are expensive 

products where many customers have a need for financing the purchase and the products have 

high secondhand value, which provides incentives for customers to pay for maintenance. 

Therefore, automobiles fit well within our objective in that it is a product for consumers and 

with an opportunity to add auxiliary services. Automobile manufacturers typically have their 

own financing firms who finance the automobiles sold and they also have close relationships 

with insurance companies. Dealerships also typically have maintenance and repair shops in 

collaboration with automobile manufacturers. Within the automobile sales industry, brand 

retention research has shown that the premium brands have a more loyal customer base than 

budget brands (Verhoef et al., 2007). Therefore, customer-supplier relationships, which are 

central within servitization, are of greater importance within the premium segment as there 

are opportunities to retain customers for long periods of time. For these reasons the premium 

segment of automobile sales was chosen as study objects for this thesis.  

Three dealerships selling premium brands, namely BMW, Mercedes-Benz and Audi, were 

selected for the study. These three brands have similarities in terms of customer expectations 

and sales pitch. They are well-known competitors against one another and watch each other 

closely in order to not lack behind when new selling practices are adopted. This way we were 

more likely to capture a phenomenon that is present in a certain sector rather than just in one 

firm. 

As many auto dealerships sell both to business customers and consumers, we made sure that 

all managers and sales personell interviewed worked primarily towards consumers and it was 

made clear to them that the discussions were about consumer sales. Therefore the important 

service offering of leasing towards business customers is not discussed and analysed in this 

thesis. 

3.2.1 Sample Selection  

Interviews were conducted both with managers at different levels and sales personnel. Doing 
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so, it was possible to validate suggestions from managers with sales representatives but also 

explore challenges on both the managerial level and within the sales process. Managers and 

sales personnel interviewed at each dealership are listed in table 1. The managers were both 

general managers and brand managers for the brand studied at each dealership (two of the 

dealerships had other brands as well) with responsibility for all aspects of the brand such as 

automobile sales, repair and service shop and the profitability from that business. 

Respondent Dealership Date of Interview Length of Interview 
General Manager M 
 

Mercedes April 14th, 2016 57 minutes 

Brand Manager M Mercedes April 21th, 2016 42 minutes 
Brand Manager B BMW April 19th, 2016 52 minutes 
Brand Manager A Audi 

 
April 19th, 2016 55 minutes 

Sales representative M Mercedes April 21th, 2016 24 minutes 
Sales representative B BMW April 22th, 2016 17 minutes 
Sales representative A1 Audi April 19th, 2016 25 minutes 
Sales representative A2 Audi April 19th, 2016 15 minutes 

 
Table 1. List of respondents participating the study. 

3.3 Data Collection 
Semi-structured interviews along with observations were selected as means of collecting data 

and the interviews had open-ended questions in order not to limit the interviewees’ answers. 

This approach provided flexibility when harnessing the data as it provided the freedom to ask 

follow-up questions to further explore servitization implications discovered during the 

interviews. Additionally, this approach is beneficial when trying to understand the 

interviewees’ perception on complex issues and getting insights on day to day issues that they 

encounter (Barriball & While, 1994).  

Furthermore, all of the interviews were conducted in Swedish and by both of the authors of 

this thesis since interviews can be perceived as subjective and working in couples can 

enhance the understanding (Eisenhardt & Graebner, 2007). The interviews were recorded and 

transcribed by the authors. Quotes used were then translated using the back-translation 

method1 in order to limit nuance change in the answers. Notes were taken during and after the 

interviews in order to preserve the initial impression of the interview.  

																																																								
1	For more on this method, see Brislin (1970). 
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The interviews were conducted between the 14th the 22th of May 2016. Interviews with the 

managers lasted between 42 and 57 minutes and interviews with the sales representatives 

lasted between 15 and 25 minutes. To increase validity, observations were made in addition to 

the interviews. We observed sales meetings, took part of internal service sales figures and 

accessed internal evaluation material of the sales representatives. These observations were 

conducted at all of the three dealerships and a collection of field notes were transcribed.  

3.3.1 Operationalization 

The interview questions were divided into groups of questions with different goals. Firstly, 

questions regarding the interviewee's position were asked in order to make sure that the 

respondents from different companies had responsibilities on similar levels in the firms 

studied. Questions regarding the respondent's background in the industry were also asked. 

Secondly, questions regarding what services the firm offered, how the sales processes for 

these services were conducted and how much they focused on increasing service sales were 

asked in order to provide an understanding of the servitization process in the firm. Thirdly, in-

depth questions regarding problems and challenges in the servitization process were asked to 

explore what challenges were relevant in this industry and if new previously unexamined 

challenges could be discovered. Examples of questions asked for each respective group are 

presented in the appendix.  

As servitization literature suggest a wide range of challenges, questions were designed to 

capture as many of them as possible. Some discussions with respondents were initiated with 

questions regarding particular aspects of the business such as sales processes or internal 

resistance. For instance, we asked managers about the sales representatives’ attitudes towards 

service sales and offered them an opportunity to discuss other internal obstacles that hinders 

the increase of services sales in order to detect different forms of internal resistance. To 

further detect internal resistance we asked sales representatives about what they thought were 

the most challenging parts of service sales and also how it could changed in the organization 

to facilitate it. To capture the relational aspects of servitization we asked questions about how 

respondends interact continously with customers and how a service-focus affects it.  

 3.4 Data Analysis 
The data was deconstructed and then reconstructed in such a way that the servitization 

development of the firms could be presented first followed by data regarding potential 

challenges. The reconstructed data is presented in the findings section following the method 
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part in this thesis. The findings were then interpreted and evaluated by categorizing defined 

previously mentioned themes from the literature review in order to organize and relate the 

collected data to the research question. This way it was determined how deep the firms 

studied engaged in servitization, what challenges previously described were relevant and if 

indications of additional challenges not suggested by previous research could be detected. 

3.5 Considerations 
When interviewing the firms’ representatives, we took into consideration the possibility that 

answers could potentially hurt the firm and thus jeopardizing the interviewees’ future at the 

firm. Hence there was a risk that representatives withheld information in order to protect 

themselves. Because of this we offered anonymity to the respondents as this it can help 

interviewees feel more comfortable answering questions honestly (Bell & Nilsson, 2000). To 

further reduce the likelihood of getting skewed answers we made sure to be as transparent as 

possible stating the reason for the interview, our background as students, our aim with the 

thesis and our aim with the specific interview. When conducting the observations, the firms 

shared sales figures with us that the representatives did not want us to present in the thesis. 

These figures were used to create an understanding of the depth of servitization among the 

firms but are not presented in the thesis.  

 3.6 Limitations 
The purpose of this thesis was to explore challenges with developing servitization within a 

B2C context. Choosing an exploratory approach enabled us to contribute to existing research 

by finding and puting forward challenges in a B2C context. However, after such a study is 

conducted, additional research is required to fully establish the generalizability of the results. 

Validating this study’s results with a research method using structured interviews and 

questionnaires reaching out to a larger number of respondents (e.g. Gebauer, 2008) would 

provide generalizability and increase reliability of the results. The consumer market is not 

homogeneous but has many different products and attributes. This study has researched the 

sales of premium automobiles because it was determined an interesting arena for an 

exploratory study about servitization. To fully appreciate the challenges in this area however, 

more areas of the B2C context need to be researched. Additional research should therefore not 

only try to validate this study’s results in a similar context but in other B2C markets as well.  
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 4. Findings 
	
This section begins with presenting the development of service sales by the dealerships and 

what services are offered. It continues with presenting how dealerships engage with 

customers prior to and after purchases and also how the sales processes differ depending on 

service offered. Lastly, it presents issues experienced by the dealership in selling services.  

 4.1 Services Offered by the Dealerships 
The dealerships had all begun adding services to their offering during the last 20 to 30 years, 

however none of them could specify exactly how or when it began. Rather, the more senior 

part of the sales staff as well as the managers at the BMW-, Audi- and Mercedes dealerships 

agreed that adding services had been a slow and steady process beginning in the 1990’s. The 

development was continuous in that sense that servitization of the industry is still developing 

and the focus on the augmented services is growing. The most important reason for them to 

pursuing increased service sales was declining margins on automobiles so there was a need 

for adding new revenue sources.  

All of the firms now had service offerings in addition to automobiles. The service offerings 

consisted mainly of maintenance and repair deals, financing and insurance. Maintenance, 

repairs and check-ups where exchangeable to the extent that customers could buy the service 

as an auxiliary service but also buy maintenance deals without buying an automobile. For 

instance when customers bought automobiles with the same brand in another city but wanted 

to do maintenance close to home, they came to the dealership to sign a separate maintenance 

and repair deal. However, the BMW dealership did not sell maintenance and repair deals to 

the same extent as the other dealerships since its maintenance and repair deals were given 

away for free with the purchase of an automobile. Financing could be included in the offering 

to the extent that customers could buy the automobile with or without the financial service but 

the dealerships would not finance automobiles not sold by them. “We are not a bank in that 

sense” said General Manager M, meaning that they were not willing to finance automobiles 

sold by other dealerships. The dealerships financed automobiles by partnering with financing 

firms tied to the automobile manufacturer. The same was true for insurance, where dealers 

partnered with an insurance company and then received commission from the insurer for 

every insurance deal sold.  

All of these services are related to buying and owning an automobile. The firms tried to 
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deliver as many of these services as possible with every automobile sale. Almost all 

customers buying an automobile choose to sign a maintenance and repair deal, a majority of 

customers choose to accept the financing plan offered while less than a third of customers 

signed an insurance deal offered by the dealerships.  

4.1.1 Consumer Leasing 

The firm’s offerings were in some cases sold as combined packages called consumer leasing. 

In these cases, customers rented an automobile over two or three years with financing, 

insurance maintenance and repairs included in one monthly payment. This way the 

dealerships could offer a package in which customers lack the possibility to refrain from one 

of the services in order to buy it cheaper elsewhere. Many customers accepted these terms 

partly because many customers wanted all auxiliary services and found the offering 

convenient but more importantly, since financing of the automobile is done by the dealerships 

or its partners, the customer did not have to put up a by law required 20 percent down 

payment of the automobile. Therefore, the consumer leasing offering was attractive for 

customers who lacked funds to cover the down payment.  

 4.1.2 Development of Services 

Concerning future development of service offerings, respondents struggled to envision 

additional services that would fit into the dealership offering. Instead there was an ongoing 

discussion in the industry about how to offer these services over a longer period of time. For 

instance, financing of used automobiles was common but they struggled to sell maintenance 

and repair deals combined with used automobiles. One reason, according to Brand Manager 

A, was that customers buying used automobiles were more price sensitive and to a larger 

extent were willing to compare price and buy maintenance and repair from other cheaper 

service stations. Another reason was a lack of focus on the issue from the dealerships. Brand 

Manager A said that due to the flourished economy lately, they have enjoyed high sales 

figures and since most automobile sales included a maintenance and repair deal, the service 

shop has been constantly full and nobody seemed to show initiative on expanding that part of 

the business. Another way of expanding service sales on used automobiles is to offer 

consumer leasing on used automobiles as well, which is something none of the firms 

interviewed offered but were discussing internally.  

Both General Manager M and Brand Manager A suggested that the selling of automobiles 

was still the focal point, and Sales Representative M and Sales Representative A2 agreed. It is 



	 26 

common in the industry that a substantial part of sales personnel’s salary is made up of 

commission and although largest part of the commission still originated from the automobiles 

sales, a substantial part of the salary was made up by commission from auxiliary services. 

Conversely, at the BMW dealership only a minor part of the salary consisted of commission 

of sales.  

 4.2 Relationships with Customers 
The dealerships were trying to uphold steady and personal relationships with their customers. 

Brand Manager M told us about how he in the 1990s started calling customers one or two 

days after they had purchased an automobile just to make sure everything was to satisfaction. 

Engaging with customers prior to or after the transaction was not common then but nowadays 

it is, according to him, a crucial part of selling automobiles. After customers have made a 

purchase the sales representative now called the customer typically within 48 hours in order 

make sure that the delivery and the product were satisfying. Another way the dealerships 

attempted to retain personal relationships was by genuinely caring for the customers’ financial 

situations. Brand Manager B, for instance, stated “If the customer wants to change vehicle too 

often we try to suggest that they think it over once or twice, otherwise they are going to make 

a bad deal”. The benefits were, according to the managers, evident. General Manager M 

stated “They call me and ask me to get them a new car, all-inclusive” referring to customers 

he have had for more than 30 years. For him, building lasting relationships were crucial for 

the business.  

The dealerships also had continuous contact with customers as a result of service sales. 

Customers with a maintenance and repair deal typically contacted the dealerships once a year 

to maintain their automobile. Other reasons to contact dealerships were when customers had a 

repair or insurance matter. The most profitable contact opportunity was when a financing deal 

was coming to an end. At this point sales staff contacted the customers and proposed that the 

customer would buy a new automobile. Sales Representative A1 said that they continuously 

kept track of financing deals in order not to miss such an opportunity and Brand Manager A 

suggested that it usually ended with the purchase of an automobile by the customer.  

Both Brand Manager A and Sales Representative A2 stated that when a customer had signed a 

consumer leasing deal, all problems or inquires related to the automobile were brought to the 

dealership’s sales staff. Therefore, consumer leasing deal included many contacts throughout 

the leasing period. All sales representatives interviewed agreed that, given that the customer 
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was satisfied with the leasing deal, when the customer came to return the vehicle at the end of 

the leasing period, it was a great opportunity to sign a new leasing deal.  

 4.2.1 Pre Purchase Engagement 

Both the managers and the sales representatives suggested that selling automobiles had 

changed substantially during the last 10 to 15 years. Customers were now much more well- 

informed about the automobiles in storage and sometimes more informed about a particular 

automobile than the sales representative. “They generally know exactly what they want when 

they step into the store, product wise” Brand Manager M said. According to the Brand 

Manager A this was mainly due to the availability of information online as well as easy 

accessible comparison tools. Before customers entered the stores, many went to the respective 

automobile manufacturers’ websites and designed their own vehicles, choosing for example 

color and extra equipment according to their demands. Customers were then well-informed 

regarding available options and prices for extra equipment. Some customers then entered the 

dealerships asking the dealerships to provide the specifications according to their designs. For 

the automobile manufactures this website feature is a marketing tool creating interest for the 

automobiles. Brand Manager A said: “It’s a great way to build the interest for our cars”.  

 4.3 Nature of Services and Sales Processes 
Customers generally showed little reluctance towards paying for auxiliary services as it was 

understood that owning an automobile had costs attached to it. The nature of services offered 

differed and it affected the focal point of the sales procedure. All automobile owners need 

insurance and they either signed an insurance deal at the dealership or contacted another 

insurance provider. Therefore, in this instance the sales staff tried to convince the customers 

why they should chose the suggested insurance plan as opposed to others’. Maintenance and 

repair was also vital but it was not crucial to sign a deal covering this in advance, instead 

customers could visit service stations of their choice when they had a need for such services. 

Most customers did however accept the plan offered and the main reason for this was the 

dealership’s monopoly stance on certain aspects of the maintenance. Software upgrades were 

generally only available at the dealerships’ own service stations. One respondent revealed that 

competing service stations sometimes paid them to upgrade software on their customers’ 

automobiles as they were unable to do so themselves.  

In the case of financing plans, only customers who lacked the capacity to pay up front were in 

need of it. Some customer could expand their mortgage and enjoy low interest rates from their 
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bank. In those instances sales representatives pushed the simplicity of accepting the 

dealerships’ financing plan, as they could not compete on interest rates. Brand Manager B 

said: “A major challenge for us is to make the customers understand the benefits of our 

financing offer”. However, for customers who did not have the opportunity to expand their 

mortgage, financing plans offered had competitive interest rates and due the simplicity of 

signing the deal instantly, most such customers accepted the plan. Among more elderly 

customers, many resisted financing since they felt uncomfortable borrowing to buy an 

automobile. Younger customers however typically had no reluctance towards borrowing and 

the dealership managers suggested that, especially among young people, the fear of borrowing 

money was disappearing. Brand Manager M suggested that reasons for this were low interest 

rates and a reduced social stigma of borrowing for consumption and General Manager M put 

it: “People nowadays have black belt in borrowing” and also added: “Their only focus is on 

the monthly fee”.  

 4.4 Profitability from Services 
Financing and insurance were sold in collaboration with a financing firm or an insurance 

company who manages the services and gave the dealerships a commission on each service 

deal sold. Therefore, the dealerships had no costs attached to selling services except for 

bonuses to sales representatives. In the case of maintenance and repair most customers, as 

mentioned before, accepted the deal offered, however, managers were seeing that costs were 

rising. As the automobiles are getting more technically advanced, maintenance and repair is 

getting more complex and in turn costly. Additionally, Sales Representative A1 and M 

suggested that customers thought maintenance was becoming too expensive and that the 

dealerships were making too much money from it. Brand Managers A and M stated that this 

had made it difficult to raise prices to compensate for higher costs and thus profitability in the 

maintenance and repairs part of the business was declining.  

 4.5 Internal Resistance 
Since customers nowadays were more well-informed about the products, there were increased 

knowledge requirements on sales representatives, both about the automobile as well as the 

auxiliary services. There was some hesitance among some sales staff members towards the 

sales of auxiliary services according to the Brand Manager B, some of which were a result of 

ever changing knowledge demands. Both the junior sales representatives and the most senior 

sales staff members occasionally showed signs of lacking confidence towards selling some of 
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the auxiliary services according one of the managers. Sales Representative M member 

claimed that the continuous change of landscape in automobile sales was challenging because 

they had to continuously adapt. She suggested that it was uncomfortable to sell services that 

they did not know much about in the beginning and that they had to work hard to adapt, 

stating that: “We all have to adapt, otherwise we will not get ahead”.  

The firms have occasionally struggled in the servitization process. All brand managers 

confessed that they have encountered resistance from sales staff members who saw 

themselves as experts on automobiles and had little interest in selling insurance or financial 

services. This resistance was still present among the more experienced sales staff members 

but there were also some difficulties involved in getting other sales representatives to 

increasingly push services. There was a need to keep the sales staff motivated towards 

increasing the share of automobiles sold with auxiliary services. Brand Manager A said that 

he handled this in two ways. Sales staff now received a greater than before part of their 

commission from service sales but more importantly the manager constantly coached the staff 

towards pushing more services.  

 4.6 Manufacturer-Dealership Relationship 
As the dealerships tended to focus more and more on expanding the service business, their 

suppliers, the automobile manufacturers, wanted to sell as high quantities of automobiles as 

possible. The manufacturers had ambitious sales targets, which they pushed onto the 

dealerships by, for instance, giving substantial incentives to dealerships who reached certain 

sales goals. Brand Manager A suggested that failure to reach these sales goals made it very 

challenging for the dealership to make a profit. He argued that, due to declining margins, 

service sales needed to grow over time to retain profitability but it was difficult to focus too 

much on that considering the tough sales goals that needed to be met. One of the automobile 

manufacturers also pushed low priced consumer leasing deals. This was even more 

problematic for that dealership because since the auxiliary services are included in the deal 

they have no possibility to sell profitable services in addition to the leasing deal.  
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5. Analysis 
	
In this section, the findings are synthesized with the servitization literature discussed in the 

literature review. Firstly, servitization efforts are analyzed to determine how deep the firms 

studied were engaging in servitization. Secondly, some challenges regarding how to create 

integrated offerings and adequately charge for services are discussed. Lastly, indications of 

internal resistance towards selling services and some other possible internal contradictions 

are discussed.  

 5.1 Servitization in the Study Objects 
Services have become an increasingly important part of the studied dealerships’ revenue 

streams. As the dealerships had worked intentionally towards the goal of increasing the 

service part of their business, a change of mindset towards the SDL can be detected. An 

important part of transitioning to the SDL includes selling services related to the physical 

product (Lusch & Vargo, 2014), which was to some extent true with all services offered. 

Maintenance and repair is not only related to automobile sales but are increasingly becoming 

a unique service depending on automobile brand due to technical developments. However, 

although the dealerships’ intent towards continuously increasing service sales was growing, 

their main concern is still selling automobiles.  

The consumer leasing is based on a package deal where the dealership provided a solution for 

a fixed monthly price lasting over two or three years. As in PSSs, the ownership of the 

automobile never transferred to the customer as the dealership was the de facto owner of the 

automobile and provided all auxiliary services (Williams, 2007). Supplier-customer 

relationship that include support and lasts until the end-of-use of the product can be 

characterized as deep levels of servitization (Martinez et al., 2010). In the case of consumer 

leasing deal, the dealership-customer relationship did just that, however since consumers had 

no need for assistance within product design and manufacturing processes, the part preceding 

delivery is not applicable here.  

 5.1.1 Trajectories 

Automobile sales are effected by the easier access to information in the modern society, 

which was encouraged by the automobile manufacturers and dealerships in that they 

presented information about their products on their respective website and provided 

comparison tools. It increased interest for the products and the customers were more well- 
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informed about what price was reasonable and the auto dealerships needed to enhance the 

offering in order to increase margins. This lead the dealerships towards the first two 

trajectories described by Kowalkowski et al. (2015). Firstly, the dealerships were in some 

cases availability providers for the customers where there is little or no relationship history, 

meaning that the dealerships provided a product and additional services, in this instance an 

automobile and auxiliary services. Secondly, the dealerships can also be described as 

performance providers, especially in the case of loyal customers and consumer leasing. The 

dealerships provided a solution for the customers rather than a product and optional services. 

As General Manager M described one relationship: “They call me and ask me to get them a 

new car, all inclusive” referring to customer he have had for more than 30 years. This 

example shows that the customers trusted the dealership and that they were loyal. Hence, a 

lock in-effect in accordance with Gwinner et al. (1998) is detected, as lock-in effects are 

based on personal connections.  

 5.1.2 Importance of Long Lasting Relationships 

The dealerships were inclined to build lasting relationships based on trust as demonstrated by 

the quote from the Brand Manager B: “If the customer wants to change vehicle too often we 

try to suggest that they think it over once or twice, otherwise they are going to make a bad 

deal”. This indicates a will to engage in long term relations rather than maximizing the short 

term profit, which illuminates the core of SDL, the relationship exchange and the focus on a 

common history as described by Dwyer et al. (1987).  

 5.1.3 Pre-, During- and Post Purchase Relationship 

Servitizing a business entails transitioning from discrete transaction based relations with 

customers towards exchange relationships. The apex of the exchange relationship is adaption 

to each other (Hallén et al., 1991) and in this context, sales personnel needed to adapt to 

customers in order to build long lasting relationships. When customers designed an 

automobile online and added extra equipment, the adaptation to customers’ needs began 

before contact was initiated with a sales representative. During the sales process, the sales 

staff assess customers’ needs and wants in order to provide the customers with the best 

possible deal thus laying the foundation for a long lasting relationship. Furthermore, after 

delivery sales representatives worked on maintaining the relationship by for instance calling 

customers and ensured satisfaction with the product. Each additional service sold provided 

increased contact opportunities for the dealerships with their customers, which generally 

facilitated a stronger relationship. The most prominent example of this were consumer leasing 
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deals where customers contacted the dealerships for every automobile related inquiry they 

had. Therefore, suggestions of earlier literature that increased servitization results in deeper 

supplier-customer interactions and thus stronger relationships between the two parties 

(Grönroos, 2015), was evident.  

The observed behavior of striving towards creating a long-lasting relationship with the 

customers can be viewed in the light of networking theory (Gummesson, 2004). Where the 

sales staff are trying to access the customer's network, through a good general impression and 

trust building. And the customer, in turn, will proliferate or create a new network by buying 

and using a premium automobile. This also enhances the fact that value-in-use is a valid 

concept. The sales staff tries to gain the customers trust through a continuous interaction with 

the customers from the first impression as well as continues over the following years through 

phone calls and discounts. These ongoing interactions are the basis for trust as well as the 

foundation of the networking theory (Håkansson & Snehota, 2006). 

 5.1.4 Summary of Servitization in Study Objects 

The dealerships in this study could be attributed to being servitized to a degree as auxiliary 

services were offered in addition to the automobiles. However, the consumer leasing offering 

stands out as a bundle including all services and access to the automobile. It mimics the PSS, 

where ownership never transfers to the customer (Williams, 2007). Therefore, when consumer 

leasing deals were provided, dealerships were engaging in the deepest form of servitization 

providing the customer with a complete solution rather than simply selling an automobile. In 

contrast, when automobiles were sold traditionally and included optional auxiliary service the 

servitization level could instead be characterized as “product + services”, placing it in the 

middle of the servitization continuum (Vandermerwe & Rada, 1988).  

An enforcing feature of servitization is the move towards relationship based interactions 

(Dwyer et al., 1987) which is especially important in a B2C context where relationships are 

particularly sensitive (Kreye & Lewis, 2015). Among dealerships studied, engagement with 

customers went further than just during the transaction, instead the engagement was present 

before and after the transaction took place. The dealership’ intent to further adapt to their 

customers within certain boundaries, provided evidence of a continuous development of a 

strive towards developing servitization.  
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 5.2 Profitability from Servitization 
Witell & Löfgren (2013) stresses the importance of charging for services as many firms fails 

to add value from services by providing them for free in order to increase sales. Except in the 

case of BMW, who provided maintenance and repair for free with the purchase of an 

automobile, the dealerships had no issues charging for services. Hence the previously 

described issue of servitized firms not being able to charge for services rendered (Witell & 

Löfgren, 2013) could not be considered a current challenge for the dealerships observed. 

However, technical advancements had increased the costs of performing maintenance and 

repairs simultaneously as customers, according to sales personnel, felt that these services were 

overpriced. Customers sometimes failed to comprehend the value of services and one 

important servitization challenge is to explain the value of services (Brax, 2005). Due to 

rising costs, adequately charging for services and retain profitability in the service part of the 

business could develop into an important future challenge for the dealerships.  

 5.2.1 Service Relatedness 

Due to the dealerships’ monopoly on advanced maintenance equipment, adequate 

maintenance could only be obtain at the dealerships’ own service stations. It created a lock-in 

effect in that it was difficult to purchase an automobile without signing a maintenance and 

repair deal. This was reinforced by the dealership managers’ claim that almost all customers 

signed maintenance and repair deals. In practice, the automobile combined with the 

maintenance and repair deal was an integrated offering, which coheres with the definition of 

Lee et al. (2016) that states that servitization is an expression of how integrated services and 

goods are and if they can be sold separately or not.  

Vargo & Lusch (2004) suggest that services need to be connected to the core product in order 

to create a unique solution. However in the case of financing and insurance, the dealerships 

struggled to combine the financial and insurance services with the automobile in a complete 

package. This was observable in the customer resistance towards these services, as many 

customers chose to buy these services from other vendors. Therefore, the dealerships had a 

challenge in trying to tie these services together with the core product. They had started 

tackling this by, for instance, emphasizing that if a customer choose their financing offer, the 

customer could receive instant delivery. These actions did not, however, adequately bridge 

the gap between the goods and services to overcome the fact that the dealerships’ financing 

plan was substantially more expensive than competitors’ alternatives. The dealerships had a 



	 34 

pending challenge in combining their financing and insurance services with the product into a 

complete package, which is important since product relatedness is essential in order to reap 

benefits of servitization (Bustinza et al., 2015).  

 5.2.2 Summary of Profitablity in Services 

Generally, the firms studied did not experience issues with charging for services, however this 

could excel into a challenge as there were some concerns over development of margins on 

certain services. Another challenge was how to further develop services to become more 

integrated with the product in order to convey customers to include as many auxiliary services 

as possible in the purchase. Thus, the challenge of creating integrated offerings, which are 

needed in order to add income from servitization, is relevant in this B2C context.  

 5.3 Internal Resistance 
The transition towards servitization includes changing mindsets within the organization and 

Ulaga & Loveland (2014) suggest that this can put pressure on the sales staff. Senior sales 

staff members sometimes had a negative attitude towards selling auxiliary services and 

instead put most of their focus towards the automobile. Löfberg (2014) does not specify a 

particular group as a root of problems in terms of sales force resistance whereas this thesis’ 

findings suggests that its severity could differ depending on personality traits within the sales 

staff. The internal resistance related to the transition had been fairly subdued through 

incentives and by constantly coaching the sales personnel towards pushing more auxiliary 

services. Although some of the sales representatives still struggled with the adaptation, failing 

to fully grasp the benefits of servitization. An issue similar to what Löfberg (2014) observed 

where the lack of understanding prevented marketing efforts. Some lack of enthusiasm among 

managers for expanding the service business was also noted in one firm by a hesitancy to 

expand maintenance and repair sales towards used automobile owners. Furthermore, this 

challenge to increase the focus on services among the employees is continuous, which 

indicates an ongoing challenge for the dealerships. This suggests that Löfberg’s (2014) 

proposed challenge of internal resistance can be relevant when selling to consumers as well.  

 5.4 Discouragements of Servitization 
The dealerships’ aim towards increasing the service part of their business had been restrained 

slightly by the automobiles manufacturers’ endeavor of increasing sales volume. This brought 

some complications for the dealerships such as not being adequately able to focus on 

increasing the service portion of sales. The manufacturers were pushing dealerships to 
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decrease servitization levels towards having increasing amounts of transaction-based 

relationships furthest up in the servitization continuum pyramid (see figure 1) since pushing 

volume increases the difficulty of strengthening relationships. Contradictory to the SDL focus 

of adaptation and customer retention, the volume focus tends to highlight the product and 

discrete transaction in alignment with the GDL (Lusch & Vargo, 2014). Furthermore, in one 

instance an automobile manufacturer managed to, through pushing cheap consumer leasing 

deals, reduce the dealership’s service sales margins substantially thus not diminishing 

servitization but decreasing expected benefits of it.  

This inconsistency that the dealerships had to endure, in which they were torn between a will 

to increase servitization and pressure to push large quantities of automobiles, needs to be 

further explored in order to provide an understanding of the challenges that developing 

servitization entails. This could be a relevant issue for all resellers regardless of whether sales 

are directed towards business customers or consumers.  

 6. Conclusion 
	
In this section, conclusions from the analysis are presented. In addition, some implications for 

further research and practitioners are presented.  

The purpose of this thesis was to explore challenges involved in developing servitization in a 

B2C context in order to enrich the understanding of the phenomenon servitization. The 

dealerships studied did engage in servitization to certain degrees. The phenomenon was 

visible by service offerings, adaptation to customers and relationship building, which 

indicates that servitization is indeed present in the B2C context. Furthermore, challenges 

involved in developing servitization suggested by previous research are also existent in the 

B2C context. The analysis of this thesis’s findings suggests that a lack of product relatedness 

between the goods and services offered could potentially result in customer resistance towards 

auxiliary services and that servitizing firms may encounter challenges in how to combine their 

goods and services in complete offerings in order to manage such resistance.  

Explaining the value of services to customers can also be a challenge when selling to 

consumers. A, by previous research suggested, problem of explaining that services rendered 

need to be charged for was not evident however some costumers had inaccurate perceptions 

of the cost of service production and thus the marketing challenge of explaining service value 
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was present. As some resistance among sales personnel was evident, this thesis cannot find 

reasons that the challenge of motivating the sales force to adapt to the SDL would not be a 

relevant issue in the B2C context. This thesis sought to expand servitization research and 

contribute with additional challenges not proposed by previous research. One such challenge 

may be among resellers engaging in servitization where their relationship with their supplier 

may impede their strive to develop servitization.  

6.1 Implications and Further Research  
This thesis demonstrates that servitization research can be relevant to conduct among 

businesses directing sales towards consumers. The results indicate that servitization is present 

and that challenges previously researched are relevant. We therefore propose that additional 

servitization research should be directed towards the B2C context. Additionally, we 

acknowledge potential issues with regard to developing servitization among resellers when 

there is goal incongruence within the reseller-supplier relationship, which may be an 

interesting research topic to pursue.  

Furthermore, the results suggest that when engaging in servitization, practitioners may want 

to focus their efforts towards creating integrated solutions, which combines goods and 

services into complete offerings. This in order to create lock-in effects and avoid a situation 

where firms have to compete with pure service providers on similar terms.  
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Appendix 
	
Here the interview guides for interviewing managers and sales representatives respectively 

are presented. In the tables the different aims of the interview are presented, then question 

topics with regard to the aim are presented and lastly some examples of questions are 

presented.  

Interview Guide: managers 

Aim Question Topics Example of Questions 
Background of 
respondent 

Background in the industry 
 

For how long have you worked 
within the automobile sales industry? 

Role in the firm 
 

What is your role in the firm? 
 

Extent of 
servitization in the 
organization 

Services offered in the firm 
 

What services does this dealership 
offer its customers? 

Development of service sales 
 
 
 

Are auxiliary service sales an 
important part of your firms income? 
How has this changed over time? 
How has this affected sales 
processes? 

Transitions towards the service-
dominant logic 

Have your service sales affected your 
interactions with customers? 
How has it been affected? 
How much focus is directed towards 
service sales within the organization? 
 

Acknowledging 
servitization 
challenges  
	

Customer response  
 
 
 
	

What is your view of the customers’ 
attitude towards your service sales? 
Do customers’ attitude differ 
depending on what service that is 
discussed? 	

Profitability of services  
 

Do you experience any problem in 
making money from services? 

Sales staff attitudes towards 
services 
 

How do you perceive the sales 
representatives’ attitude service 
sales? 

Other challenges  
 

What are the most challenging parts 
of adding service sales?  
Can you see any obstacles hindering 
the increase of service sales in your 
organization? 
What changes in the organization 
could according to you facilitate 
increased services sales?  
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Interview Guide: sales representatives 
Aim Question Topics Example of Questions 
Background of 
respondent 

Background in the industry 
 

For how long have you worked 
within the automobile sales industry? 

Role in the firm What is your role in the firm? 
 

Extent of 
servitization in the 
organization 

Development of service sales 
 
 

How much of the interaction with 
customers is about services? How has 
this changed over time?  

Transitions towards the service-
dominant logic 

How much focus do you have on 
service sales? 
How do you perceive the managers’ 
efforts on selling services?  
How much contact do you have with 
customers in addition to the moment 
when you are selling the car?  
 

Acknowledging 
servitization 
challenges  
	

Customer response  
 
 
 
	

What is your view of the customers’ 
attitude towards your service sales? 
Do customers’ attitude differ 
depending on what service that is 
discussed? 	

Sales staff attitudes towards 
services 

Do you experience any difficulties in 
selling services? 

 What are the most challenging parts 
of selling services?  

Other challenges  
 

What changes in the organization 
could according to you facilitate 
increased services sales?  
 

 


