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Abstract

This thesis investigates the development of turnkey offerings. Turnkey
offerings is considered a kind of product-oriented Product Service System
(PSS) where the customer pays a fixed price for a total solution, in this
thesis, maintenance of vessels. Turnkey offerings have received academic
attention, mainly aimed towards the construction industry and regarding
benefits and disadvantages. Moreover, previous research has identified the
need for further investigating the design of business models in terms of
personnel capabilities needed to efficiently offer product oriented PSS’s.

Therefore this study aims to investigate these aspects by conducting a single
case study on a large maritime manufacturing company. The study involves
data collection through semi-structured interviews, as well as secondary
sources such as observations made on site and company documents.

The thesis brings important managerial implications regarding the
development of turnkey offerings. These include having an holistic
perspective of the offering, since it allows for stronger customer
relationships which allows the organization to develop more advanced
customized services in the future. Further, this study confirms previous
research on the importance of experimentation when innovating business
models. Additionally, the triple-bottom-line sustainability aspects are
discussed in relation to the offering where it is found that positive
improvements can be made towards all three aspects.

Keywords: Products Service Systems (PSS), Business Model (BM),
Turnkey, Fixed Price, Business Model Innovation (BMI), Servitization



Sammanfattning

Denna uppsats undersoker utvecklingen av turnkey erbjudanden. Turnkey
erbjudanden betraktas som en sorts produktorienterat Produkt-
Tjénstesystem (PSS) dir kunden betalar ett fast pris for en total 16sning, i
detta fall underhdll av fartyg. Turnkey erbjudanden har fétt akademisk
uppmérksamhet, frimst inom byggindustrin och géllande fordelar och
nackdelar. Dessutom har tidigare forskning identifierat behovet av att
ytterligare undersoka utformningen av affirsmodeller med avseende pa
personalens formagor som krivs for att effektivt erbjuda produktorienterade
PSS.

Darfor syftar denna studie till att undersoka dessa aspekter genom att
genomfora en enskild fallstudie pé ett stort tillverkande foretag inom
marinindustrin.  Studien = omfattar insamling av data genom
semistrukturerade intervjuer samt sekundéra kéllor som observationer pé
plats och foretagsdokument.

Uppsatsen ger viktiga ledningsmédssiga implikationer nédr det géller
utvecklingen av turnkey erbjudanden. Dessa inkluderar att ha ett holistiskt
perspektiv pa erbjudandet, eftersom det mdjliggor starkare kundrelationer,
vilket 1 sin tur gor det mojligt for organisationen att utveckla mer
avancerade skridddarsydda tjénster i framtiden. Vidare bekréftar denna
studie tidigare forskning om vikten av experimentering vid innovation av
affairsmodeller. Dessutom diskuteras héllbarhetsaspekterna for triple-
bottom-line i relation till erbjudandet, dir det konstateras att positiva
forbattringar kan goras inom alla tre aspekter.

Nyckelord: Produkt-Tjdstesystem (PSS), Affirsmodell (BM), Turnkey, Fast
Pris, Affdrsmodellsinnovation (BMI), Tjdinstefiering
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1. Introduction

In the past couple of decades, the idea that products and services can be
jointly offered along with the shift in perspective of where value is captured
and exchanged, often referred to as servitization (Kowalkowski & Ulaga,
2017) and service-dominant logic (Vargo & Lusch, 2004), has gained
increased interest from scholars and practitioners. This concept shifts the
focus from value being created during manufacturing and then consumed
by the customer, to value being created and consumed at the same time by
the customer. The shift leads companies from focusing internally, where
processes are made more efficient and costs are reduced, to instead focus
externally where the customer's challenges are the main priority (Hara et.al,
2016; Kamalaldin et. al, 2020). Along with these literature streams, the
discipline of product-service systems (PSSs) has emerged, where scholars
discuss the concept of suppliers bundling their products and services into a
package deal for their customers (Reim et al., 2015).

The topic of PSS’s has gained interest to practitioners and researchers due
to its associated benefits of reduced environmental impact (Baines et al.,
2007; Mont, 2002), increased customer loyalty (Aurich et al., 2010), and
increased innovation potential (Sundin et al., 2009). The reduced
environmental impact stems mainly from the suppliers ability to gain more
control of the products through its lifecycle (Reim et al., 2015). There are
three generally accepted categories of PSSs (use-oriented, result oriented,
and product-oriented), depending mainly on the nature of how value is
captured (Reim et al., 2015). Examples of use-oriented PSSs include car-
sharing (e.g., leasing) where customers are charged depending on
availability or usage. For result-oriented PSSs the customers are charged
depending on the outcome or result of a process instead of the certain
product or service. Product oriented PSSs are characterized by the property
rights of the product being transferred to the customer, and the supplier is
responsible for adding services towards that product (Reim et al., 2015).
Examples of product-oriented PSSs include maintenance, and extended
warranties (Bocken et al., 2014; Reim et al., 2015), which are included in
turnkey contracts.

Turnkey contract is a form of contract where the customer pays the total
price for the product/service in one sum where all the services and materials
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will be included. The concept originates from the manufacturing industry
where the goal was to handle all operations and deliver a solution
sufficiently ready to turn the key” (Sturgeon, 2001). In the construction
and real-estate industry this would mean that the building would be ready
to use and that the owners could turn the key, and use the building as
intended (Huse, 2002; Merna & Smith, 1990). The concept was introduced
in the mid twentieth century but got its real recognition in the 1980s, where
among other regions, Silicon valley started to use the concept (Saxenian,
1991). This concept created a dependency between the actors which in turn
strengthens the relationship to their customers. A dependency that
previously made the customers buy locally, as the consequences of a failure
were great and if equipment did not work then help needed to be close by.
By taking responsibility for their equipment they evaded some of these
barriers (Saxenian, 1991).

In other industries, turnkey suppliers also grew, as they were able to expand
their activity range in the value chain. This allowed them to provide a total
solution to their customers, which included all the services and materials
for completing a specific project (Sturgeon, 2001). In the construction and
real estate industry this became popular as the customer, in this instance,
pays for the construction in one sum. This relieves the customer from being
invoiced by several actors to only be invoiced by one. By using turnkey
contracts, the employer transfers most of the risk towards the contractor,
since the contractor is responsible for delivery of the entire project from
design to construction (Huse, 2002; Merna, & Smith, 1990; Schneider,
1986).

To increase customer relations and gain a bigger dependency on each other,
large original equipment manufacturers (OEMs) have concluded that a form
of turnkey contract, fixed price overhauls, would be a sufficient solution to
achieve this. Fixed price overhaul is a concept where the customer agree on
a fixed price to get all the maintenance done at an overhaul, instead of the
current method of paying for materials and service engineers separately, so
called time and material contracts (Deprez et.al, 2021; Gaujardo et.al,
2012).

Some of the expected benefits received for the customers from this
transition are that all administrative work and the risk management will be
put on the supplier, as the supplier will take on the risks of a potential
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breakdown in the agreement (Deprez et.al, 2021). With a much more
simplistic solution for the customer their need for contacting suppliers is
heavily reduced, which ultimately saves time. Because of the simplicity
achieved for the customer and the risk management taken by the supplier, a
higher fee can be charged for the services (Deprez et.al, 2021). The
increased simplicity for the customer and bigger dependency on each other
will create a long-term competitive advantage to increase their economical
sustainability (Porter, 1996).

The implementation of turnkey contracts constitutes a change in revenue
streams which is a type of business model innovation (BMI). BMI refers to
the modification of one or more components of a business model (BM)
(Chesbrough, 2010). This in turn carries some consequences for
organizations since they need to realign activities and processes towards the
new value configuration (Fjeldstad & Snow, 2018). The BM of a company
is a plan or a framework that shows how a company operates in order to
create, deliver, and capture value (DaSilva & Trkman, 2014). Therefore, the
different types of PSSs e.g., product-oriented are considered to be types of
business models (Reim et al., 2015).

1.1 Research problem

The scholarly attention regarding the different types of PSSs has been
mostly aimed towards use-oriented and result-oriented PSSs as they are
deemed more innovative than the simpler version of product-oriented PSSs.
However, these types of PSSs are widely accepted by customers and
adopted by suppliers (Munten et al., 2021). Therefore, further research is
needed to explore the organizational challenges when developing new
product-oriented PSSs, along with the identification of important aspects to
consider when shaping the business model for these types of offerings
(Adrodegari et al., 2017).

Previous literature has further discussed how solution-based selling, which
is the goal of fixed price docking, is something to strive for as it turns the
focus from being internal to external (Kowalkowski & Ulaga, 2017). This
is highly beneficial in the B2B market where customer relations are of
highest priority (Gil-Saura et.al, 2009), and having an external focus will
only benefit them to maintain and acquire new customers.
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1.2 Purpose and research questions

Although turnkey contracts offer many advantages for the involved parties,
there are some aspects to consider when designing and developing these
types of offerings from the supplier’s perspective. Turnkey contracts could
result in some internal issues for the contractor regarding how to restructure
the sales organization along with the workforce and back office. Hence, this
thesis adapts a business model perspective in order to analyze a current
development of turnkey solutions at a large maritime company operating in
the B2B market, and thereby identifies key elements necessary for the
development. Furtherly, since most of the literature regarding turnkey
contracts focuses on the construction industry (Huse, 2002; Merna & Smith,
1990; Schneider, 1986), this thesis will strengthen the theory within the
research area of turnkey contracts by applying it in the maritime industry.

In order to support the purpose in the thesis, the following research
questions have been formulated for insuring the alignment of work to the

purpose:

RQI- How could companies deal with the organizational challenges faced
when implementing turnkey offerings?

The first research question is more of an explorative character and is
interesting to investigate in order to see what type of effects that carries with
the development of new offerings. Further, it is important to analyze how
organizations could deal with these effects and challenges in order to
optimize operations. Since problematic features have arisen due to the size
and complex internal nature of the company, research is needed to see
where improvements can be made.

RQ2- How could a business model be designed in order to efficiently offer
product-oriented Product Service Systems?

Moreover, scholars have come to the insight that more research has to be
conducted regarding the adjustment of personnel capabilities that are
required in order to specify, communicate and capture value when
designing PSSs (Brambila-Macias et al., 2018). Therefore, the second
research question is aimed towards investigating the design of the business
model for the PSSs, as the case-company is currently undergoing a business
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model innovation for the current offering, where they are re-allocating
resources to better meet customer demands.

1.3 Contributions

The contributions of the thesis include further elaboration on the suitability
of turnkey contracts within other industries than construction industry as
well as important managerial implications to consider when faced with the
decision to implement turnkey contracts. The study connects the research
fields of turnkey contracts with servitization and PSS theory and
incorporates the perspective of BMI. This provides a basis for future
research. Further, the thesis connects the overall strategy of organizations
to the utilization of offerings and develops a conceptual model on how the
concepts are related. By improving the development of turnkey offerings,
organization’s can implement more sustainable practices in all three
dimensions. Environmental impact will be reduced due to better control of
the product life cycle (Reim et al., 2015). The tasks will be clearer for the
employees and hence stress etc. might be reduced, which improves social
sustainability. Long term strategic advantage will lead to financially
sustainable practices (Porter, 1996). The conceptual model presented in the
end provides a more holistic view over the benefits of BMI within turnkey
offerings including, reduced environmental impact, administration,
customer relationships and differentiation.

1.4 Disposition

Table 1 provides the layout of the thesis as well as a brief description of the
content that is included in each of the following chapters.
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Table 1: Brief description of the structure of the thesis.

Chapter

Content

Chapter 1

Introduction- this chapter provides
background to the study, including short
descriptions of relevant research and
problematization within those areas. It
further contains the purpose of the thesis
along with the research questions to be
studied.

Chapter 2

Theoretical framework- in this chapter,
the most important subjects and research
areas are explained further in order to
create a basis for the reader.

Chapter 3

Methodology- this chapter explains the
empirical context and choice of method
used to investigate the research questions.

Chapter 4

Findings- In this section, the empirical
findings from the interviews and
secondary data sources will be presented.

Chapter 5

Discussion- This chapter will discuss the
findings in correlation to the theoretical
framework to see the similarities and
differences.

Chapter 6

Conclusion- In this section, the most
important conclusions are presented,
followed by limitations and suggestions
for future research.
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2. Theoretical framework

In this section, important concepts and theories from the relevant research
areas will be presented. The theory will help provide insights to the
research aim of this study. Initially, theory around business models and
business model innovation will be presented, followed by theory about
servitization and finally previous literature on turnkey contracts will be
displayed. At the end of this section, a summary of the theory and how it
relates to the research questions will be provided.

2.1 Business models

A business model (BM) is explained to be the current explanation of how a
business operates, it is a plan or framework that outlines how a company
will create, deliver, and capture value (Magretta, 2002; Teece, 2010). It
describes the way a company generates revenue, defines its target market,
and outlines the resources and processes it will operate and grow in
currently (DaSilva & Trkman, 2014). In an explanation of the term
Magretta (2002, p. 4) says that BM’s are essentially “stories that explain
how enterprises work”.

The misconception of BMs that have been widespread, is its perseverance
as a strategy or as dynamic capabilities, whereas some see it as a tool for
transition or change (DaSilva & Trkman, 2014; Frishammar & Parida,
2019; Ricart & Casadesus-Mansell, 2011). Strategy is explained in this
context to be the long-term perspective. Dynamic capabilities on the other
hand are one's ability to anticipate opportunities, seize opportunities and
avoid threats while maintaining competitiveness by rearranging the
business intangible and tangible assets (Teece et.al, 1997).

The BM of a company can both be inventive as well as disruptive to a
market but also the reason corporations fail, which makes it important.
Some BMs succeed as they take advantage of a specific resource that
competitors can not copy (Porter, 1996; Ricart & Casadesus-Mansell,
2011). It may also allow a company to differentiate themselves by targeting
segments that previously have been overlooked in their market. The goal
with having a good BM is that it will grant them a better foundation to build
their dynamic capabilities and strategy upon (Ricart & Casadesus-Mansell,
2011).
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A good BM should be used as a foundation to strengthen their long-term
perspectives, where it can be used to realize the strategy (Fjeldstad & Snow,
2018; Ricart & Casadesus-Mansell, 2011). By doing so, they will better
handle upcoming threats in the market, and be able to lead the changes in
the market instead (Ricart & Casadesus-Mansell, 2011).

2.1.1 Business model innovation

Research has shown that a good product innovation can not survive without
a BM to help capture its value (Chesbrough, 2010; Chesbrough &
Rosenbloom, 2002; Ricart & Casadesus-Mansell, 2011). The problem lies
in companies having more processes and knowledge of how to innovate
technology than they do about innovating BMs (Chesbrough, 2010).

From a foundational standpoint, a business model innovation (BMI) refers
to an original approach to generating and seizing value, which is realized
by modifying one or more components of the BM (Chesbrough, 2010;
Mitchell & Coles, 2003; Teece, 2010). Such innovations extend beyond the
boundaries of simply introducing a new product or service offering, thereby
creating entirely new prospects for engaging in economic transactions
(Hamel, 2001; Mitchell & Coles, 2003).

Innovation of a BM can be compared with other innovation processes such
as product or service innovation (Frankenberger et.al, 2013), where it can
be segmented into four different phases, which are iterative in their nature.
The four phases are initiation, ideation, integration and realization. Much
like the innovation phases for products/services which are problem finding,
idea generation, evaluation and delivering to market. Either if the
innovation process is about BM or products/services, an iterative process is
highly beneficial to successfully be able to implement the innovation
(Frankenberger et. al, 2013; Trimi, & Berbegal-Mirabent, 2012). However,
it is more crucial in a BMI as other innovations do not affect multiple
employees at the same time to the same extent. The consequences of a failed
BM is much more devastating than that of a single innovation to improve
your offerings (DaSilva & Trkman, 2014; Teece, 2010). Therefore, BMI is
recommended to change small pieces at the time and continuously improve
the implemented pieces as Chesbrough (2007, p. 12) argues: “To innovate
your business model, you must first understand what it is, and then examine
what paths exist for you to improve upon it.”.
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The only way to truly succeed with BMI is through trial and error
(Bjorkdahl, & Holmén, 2013; Chesbrough, 2007; Frankenberger et. al,
2013; Trimi, & Berbegal-Mirabent, 2012), since no business operates
exactly as another, and BMI often means that they will explore ways of
doing business that are of original nature. This often affects many
employees which is a reason why BMI more often encounters resistance as
the current BM is mostly sufficient and works well enough. But innovation
and/or external factors might prompt a business to innovate their BM
(Chesbrough, 2007). This change in BM has been shown to be extra
difficult for loyal employees who have operated in a certain way that
worked for many years and they have a hard time to grasp why a BMI is
necessary (Amit, & Zott, 2012; Chesbrough, 2010; Johnson et al., 2008).

External factors might be one of those reasons why a BM needs to be
changed. A big external movement that is affecting all companies in all
markets currently is to be able to be sustainable and provide a sustainable
way to do business (Shurrab et.al, 2019).

2.1.2 Business model canvas

The business model canvas (BMC) is a framework for BMs that has gained
diffusion in both the managerial and academic communities (Adrodegari et
al.,2017). The BMC was first developed by Osterwalder, & Pigneur (2010),
with the purpose of creating a graspable concept of what a BM is and
generate a shared ground which enables practitioners and researchers to
discuss the same thing when talking about business models (Osterwalder,
& Pigneur, 2010). According to Osterwalder & Pigneur (2010) a BM can
be described through nine basic components that describe the logic of how
a company intends to make money. These nine building blocks are the
foundation of the BMC and are presented in figure 1.
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Key partners
The network of
important actors
that support the

execution of the
BM.

Key activities
The most
important activities
that the company
must PC”“TH\ n
order to
operationalize the

BM.

Key resources
The most
important asscts
that are required to
deliver the
promised value
towards the

customer.

Value
propositions
The offerings that
create value for

customers

Customer
relationships

The type of
rn[,ulinnx}ll[» that is
established
between the
company and
different customer

segments,

Channels

The interface
between customer
and supplier,
including
communication,
distribution and

sales channels.

Customer
segments

The groups of
people or
organizations that
the offerings are
aimed towards.

Revenue streams

The revenue that is generated from each customer

Cost structures
The cost incurred when operating the BM.

scgment.

Figure 1: The business model canvas (BMC) adopted from Osterwalder, & Pigneur,
(2010).

These components are the original nine, as created by Osterwalder &
Pigneur (2010). However, further elaborations and refinements of the
canvas have been created in order to fit different scenarios. One such
elaboration is made by Adrodegari et al., (2017) in which the BMC is
adopted towards a PSS scenario, where changes include the combination of
customer relationships and customer segments into one component,
customers. Another alteration made by Adrodegari et al., (2017) was the
implementation of 25 sub-variables in total, ranging from 2-5 variables per
component. This elaboration helps to get a more detailed understanding that
is necessary when describing BMs for PSSs (Adrodegari et al., 2017).

2.2 Servitization

Servitization refers to the transition in value perception that has been
observed within various industries in the recent past. Traditional
manufacturing companies have started to realize that they need to infuse
services into their offerings in order to differentiate themselves from
competitors and offer more value for the customer through customization
(Vandermerwe, & Rada, 1988). The involvement in servitization practices
requires, to various degrees, a redeployment and reconfiguration of a
company’s resource base, organizational capabilities and structures (Baines
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et al., 2009), as well as a revamping of the social values and norms of the
organization (Kindstrom, & Kowalkowski, 2014). This revamping has been
discussed under the transition of business logic, from the traditional
product-logic towards service-logic, which implies that services, rather than
goods, is fundamental for economic exchange (Vargo, & Lusch, 2004).
Since services are intangible by nature, the supplier might find it more
difficult to market the more complex offerings that arise due to servitization
(Shostack, 1977). This calls for more complex customer relationships with
a focus on communicating the value-in-use of the offering (Kowalkowski
et al., 2017; Rabetino et al., 2017).

The concept of servitization has been described in various ways and
multiple frameworks have been developed in order to better categorize the
level or type of servitization that an organization is facing (Kowalkowski,
& Ulaga, 2017; Olivia, & Kallenberg, 2003). One example is the continuum
presented by Olivia and Kallenberg (2003), where they explain servitization
as a transformation of the company’s business model, from perceiving
services as “add-ons” towards perceiving goods as “add-ons”. Another
framework is the classification scheme developed by Ulaga and Reinartz,
(2011), where an organization's offering is classified depending on the
nature of its value proposition (input or output-based) and the service
recipient (suppliers' goods or customers' process). The four categories
developed by Ulaga and Reinartz (2011) include, product lifecycle services
(PLS), asset efficiency services (AES), process support services (PSS) and
process delegation services (PDS). The different types of categories require
different configuration of resources and capabilities for a successful market
rollout. They are further using different combinations of goods and services.
Therefore, companies must be aware of the success factors of the specific
type of offering as well as prepare a roadmap that visualizes the strategy for
developing the offering over time (Kowalkowski, & Ulaga, 2017). With the
transition from selling products to offering solutions, a few organizational
impacts and success factors have been identified from scholars. Oliva et al.,
(2012) suggest that it can be beneficial to at least in the initial stages of the
transition, create a separate business unit for the services, and keep the new
products sales within the organization. However, this might have negative
effects on the service’s non-financial indicators (Oliva et al., 2012).
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Parallel to the development of servitization, the developing integrated
offerings of products and services has been discussed under other terms as
well, including solutions, and PSSs (Rabetino et al., 2018). Since the
concept of lifecycle services will be investigated in this thesis, the following
subchapter will be aimed towards PSSs.

2.2.1 Product-Service Systems

Research on the phenomena of integrating products and services into one
bundled offering has been largely discussed under the topic of product-
service systems (PSSs) (Reim et al., 2015). The concept of PSS is different
from servitization since it refers mainly to the different types of
combinations of products and services that a manufacturer can offer,
whereas servitization is more of a process in which a company shifts its
focus from being product-oriented to service-oriented (Oliva and
Kallenberg, 2003; Smith et al., 2014).

The term PSS can be defined as tangible products and intangible services
designed and combined so that they are jointly capable of fulfilling
customers’ needs in an economical and sustainable manner (Goedkoop et
al., 1999; Tukker, 2004; Yang, & Evans, 2019). Several advantages and
benefits have been connected to the usage of PSSs including reduced
environmental impact (Baines et al., 2007; Mont, 2002; Yang, & Evans,
2019), increased customer loyalty (Aurich et al., 2010), and increased
innovation potential due to more use-data gathered (Sundin et al., 2009).

Researchers have agreed on three general kinds of BMs for PSSs depending
on the nature of the value proposition. The different BMs are product-
oriented, use-oriented, and result-oriented (Annaraelli et al., 2016; Beuren
et al., 2013; Reim et al., 2015). Product-oriented PSSs are characterized by
the property rights of the product being transferred to the customer, whereas
the supplier is responsible for adding services aimed towards that product.
Typical examples of these services include maintenance or upgrading
services. For use-oriented PSSs, the property rights of the product remain
in the suppliers hand and the product is instead made available under rental
or leasing agreements (Tukker, 2004). Examples of use-oriented PSS
include car-leasing, rental of forklifts etc. In the last category of result-
oriented PSS, the supplier promises to achieve a certain result or outcome
rather than a specific product or service (Tukker, 2004). This means that the
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supplier keeps the property rights of the product, and the customer pays
only for the agreed upon result (Baines et al., 2007).

Each of these BMs require different configurations of resources and
capabilities in order to efficiently provide the offering. Reim et al., (2015)
provided important contributions on how the tactics differ for the different
types of BMs. The tactics considered are contracts, marketing, product and
service design, sustainability and networks (Reim et al., 2015).

2.3 Turnkey contracts

The term turnkey contracts have its origins within the real-estate sector and
is a metaphor for the simplicity of turning the key and opening the door to
your house (Merna, & Smith, 1990; Mimoso, 2020). This is the purpose of
the turnkey contract as offered by the contractor, to reduce complexity in
the procurement process for customers (Merna, & Smith, 1990). The
literature and empirical world have many different terms for describing this
phenomena, or at least concepts that are very similar. Examples include
fixed price offerings, Engineering, Procurement and Construction (EPC)
(Huse, 2002), lump sum offerings, and total contracting. However, in this
thesis, the terms turnkey and fixed price offerings will be the main terms
used. The change in responsibility during these contracts is visualized in
figure 2 adopted from Loots & Henchie, (2007) below. In this case the term
EPC contract is used, but it refers to the same type of contract. In contrast
the term EPCM stands for Engineering, Procurement & Construction
management. In the EPCM contract, the contractor does no building or
construction, instead they develop a design and manage the construction on
the owner’s behalf (Loots, & Henchie, 2007).

<€PCM EPC >
Owner Owner

EPCM
Contractor

EPC
contractor

Specialised T
rade-
Process Vendors ‘
Engineering

Contractors

Specialised Trade

, ade- . .
N ] Process Vendors Contractors Site services
Sub- Sub- Engineering ontractors

Contractors Vendors

Figure 2: The differences between EPCM and EPC/turnkey contracts, adopted from
Loots, & Henchie, (2007).
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Below the advantages and disadvantages of turnkey contracts will be
discussed according to the current literature.

2.3.1 Advantages

The contractor remains responsible for design and construction of the entire
project in accordance to predetermined performance measures. In this way,
the employer needs to look no further than the contractor when they seek
accountability for claims regarding quality or functionality etc. Moreover,
traditional contracts within the construction industry, so called design-bid-
build contracts, treat construction and design as separate entities and they
are thereby executed chronologically. The turnkey contract however allows
the contractor to combine the two phases of design and construction, which
sets the contractor on a fast-track and might lead to faster project
completion (Huse, 2002). Further advantages include the pricing of the
offering. The fact that the offering is sold at a fixed price creates both an
advantage for the contractor since they are able to charge a higher fee, as
well as budgetary advantages for the employer since the price is known for
them (Merna, & Smith, 1990).

2.3.2 Disadvantages

Huse (2002), mentions that the contractor might still be tempted to under-
design the project in order to cut costs. This leads to the employer having
to undertake supervision of the construction in order to ensure that the
performance meets the contract requirements. Another risk is that of the
change order which happens when the contractor believes that additional
work than that described in the initial specifications. This results in the
contractor asking for additional compensation, and if too many change
orders are placed it could lead to an adversarial relationship between the
employer and the contractor (Adnan, & Rosman, 2018; Bajari, & Tadeli,
1999). If change orders are to be reduced however, the specifications, plans
and orders must be very detailed which is a very time-consuming process
for the contractor (Bajari, & Tadeli, 1999). Further, there is plenty of risk
related to the different involved parties of the contract regarding for
example their level of competence, or the level of cooperativeness between
the different actors (Adnan, & Rosman, 2018). It is therefore important with
contractual compliance between the involved actors (Baram, 2005).
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2.4 Summary of theory

All of the presented research areas are important to consider for
organizations when they embark on a journey towards offering a PSS. The
BM literature provides important tips and guidelines on how to efficiently
structure the organization for the offering at hand, where an iterative
process is suggested when developing new BMs through BMI. The
framework aspects of BM, such as BMC are developed in order to
efficiently communicate the vision of a specific BM within the organization
which is a crucial part for BM success (Osterwalder & Pigneur, 2010).
Further, the literature within servitization and PSSs provide important
contributions to what differs from traditional BMs and those that arise when
combining products and services into one packaged offering (Adrodegari et
al., 2017). The previous work on turnkey contracts is necessary to get more
detailed and specific insight into how turnkey contracts are developed as
well as identifying potential pitfalls and possibilities that arise with the
implementation.

However, the research areas of BM, servitization and turnkey have not been
thoroughly studied jointly before. It is therefore important to connect the
theories in order to gain a holistic view in that regard. In other words, how
does turnkey implementation affect the servitization strategy, and how does
the BMI literature relate to development of turnkey offerings.
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3. Methodology

When choosing a type of study there are several aspects to consider to make
it reliable and ensure validity of the empirical results. The method must be
able to make sure that the results found from answering the research
questions are trustworthy. The formulation of the research question and the
environment in which the data is collected are some of the defining factors.
To achieve trustworthiness several different methods could be used, but a
common feature between them is to be transparent with your findings and
not let biases affect them (Gray, 2017; Laplaca et.al, 2018; Yin, 2009).
Table 2 provides a brief description of the disposition of this chapter and a
summary of the methodology choice including research design, data
collection and data analysis.

Table 2: Summary of research methodology for the study.

Research design Methodology choice

Research purpose An explorative study was performed to gain a better
understanding of the area of interest.

Research strategy A case study was conducted to gain an in-depth
understanding of the phenomena in its context. A
literature review was performed to gain an
understanding of the connected theories.

Research approach | Semi-structured interviews were performed to gather
information around the research area.

Data collection The main source of information was gathered via semi-
structured interviews. Additional information was
gathered through company documents and observations
made on site.

Data analysis The data was analyzed and interpreted using thematic
analysis, where the collected data was categorized into
themes. These themes were then analyzed with regards
to the theoretical contributions from the literature
review.

25



3.1 Research design

A qualitative case study was performed along with literature studies in the
relevant research areas in order to address the research questions. The
adoption of qualitative methods is particularly a good way of investigating
the complexity of how and why things work in a certain way. It is further
very contextual, and the data is often collected over long periods of time in
a real-life setting (Gray, 2017). This makes it a good method for adopting a
critical and reflexive perspective about the social nature of business and its
processes (Eriksson, & Kovalainen, 2015). More specifically the case study
approach is a good method for collecting qualitative data and has been
widely used in order to retain holistic characteristics about organizational
and managerial processes (Yin, 2009). The case study approach can prove
invaluable when it comes to understanding, extending experience and
increasing conviction about a subject (Gray, 2017). This is particularly
interesting in studying the research questions of this thesis, which are
directed towards understanding the organizational processes and
reconfiguration of BM required for efficiently providing a fixed price
turnkey solution.

The literature study was aimed towards the areas of turnkey contracts,
business model innovation and servitization to explore the concepts and
thereby gain a better understanding of the research streams. In performing
the literature study, the authors gained a better understanding of the history
within the different research areas as well as identifying the significant
issues that are faced which grants generativity (Shulman, 1999) in other
words, the ability to build upon what previous scholars already have
contributed with before (Gray, 2017). In performing the literature study,
scientific databases such as Google Scholar and Scopus were utilized in
order to gain access to peer-reviewed papers and articles.

The project started with the formulation of the research questions. The
research questions were then reformulated during the literature review and
adapted to better fit the existing theory. Once the literature review had been
conducted, the important research areas were extracted and became the
foundation of the theoretical framework. Theories were then added and
removed depending on their relevance to the research aim. Once the
theoretical framework had been created, the methods for data collection
were decided. The methods were decided according to their suitability for
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answering the research questions and their ability to collect relevant
information. The data was then processed and analyzed according to a
thematic analysis in order to create themes that were coherent with the
theoretical framework. The theoretical framework was then readapted
according to the findings from the thematic analysis.

3.2 Contextual setting

The primary company that is involved in this study is a large OEM in the
maritime industry. They are a global actor with businesses all over the world
and have customers within several different sectors. The maritime industry
is characterized by having relatively few, but large projects.

The case company found some problematic features when implementing
fixed price contracts. Many of the challenges arose because of their size,
since they have several sites globally. A large corporation with a global
presence may encounter obstacles in creating internal invoices, determining
a fixed pricing solution, and delivering it to the end-user.

The location that this research was set in has been on site with the company,
this was chosen as it provides the authors easier access to information
otherwise hard to obtain through questions. It also lets the authors observe
the firm and see how they work with the studied phenomenon.

To write a case study on a single company presents some obstacles as it can
lead to one perspective on a concept that might need to have numerous
perspectives to be fully understood. This challenge is something that the
authors are aware of and have tried to evade by linking it to correlating
literature to get a more holistic view. However, the insight that could be
gained from being able to observe first-hand and gain unobtrusive measures
outweighed that critique.

3.3 Data collection

This section will describe what data has been collected and how it was
performed in terms of methods. The subsections are: choice of respondents,
interviews and secondary data.
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3.3.1 Choice of respondents

The choice of respondents was performed in collaboration with external
supervisors in order to secure relevance and accuracy in the results. The
participants were selected according to two main criteria, (1) they are or
have been involved in fixed price offerings and (2) various departments
should be included. These two criteria enabled the results to be directed
towards the research question. Firstly because only people with relevant
experience and knowledge were included and secondly, the inclusion of
different departments enabled a more holistic perspective on the entire
organization required for delivering the offering. This type of purposive
sampling is a good way of exploring a particular phenomenon in a specific
context (Gray, 2017), which in this case was fixed price offerings within
the organization.

In addition to the interviews held within the organization, one interview
with an external expert on servitization were held. This expert interview
held a dual purpose in line with the purposes that has been suggested by
Doringer, (2021). Firstly, their expert knowledge helped to structure the
field of research and align the research objective with the empirical data.
Secondly, the interview helped gain a broad access to information. The
details of the interviews are specified below (Table 3).
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Table 3: Interview details.

Respondent | Source Time | Mode of | Transcripted | Date
intervie | words
w

Respondent | Spare part 36min | Physical | 5853 2023-03-
1 sales 6s meeting 16
Respondent | Project 43min | Microsoft | 7406 2023-03-
2 leader 47s Teams 17
Respondent | Sales 53min | Microsoft | 8886 2023-03-
3 manager 28s Teams 20
Respondent | Sales 53min | Microsoft | 8258 2023-03-
4 manager 9s Teams 27
Respondent | Sales 86min | Microsoft | 12934 2023-03-
5 manager Teams 28
Respondent | Manager 52min | Microsoft | 7212 2023-04-
6 35s Teams 06
Respondent | Manager 54min | Physical | 8513 2023-04-
7 11s meeting 13
Respondent | Service 33min | Physical | 4455 2023-04-
8 Engineer Is meeting 18
Respondent | Servitizatio | 39min | Physical | 7207 2023-04-
9 n Expert 37s meeting 25
Total 451 70724

min

54s

The respondents were contacted via email with a brief description of the
subject of interest. This was done approximately 2 weeks before the
interviews were scheduled to take place. This provided the respondents with
an opportunity to either accept or decline the invitation, and eventual
reschedulings were made during this point of contact.

3.3.2 Interviews

In order to gather the necessary data for this study, including perceptions,
key variables, and relationships, the primary method of data collection
chosen was interviews. Gray (2017) suggests that interviews are a suitable
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means of accessing this type of information, making them the preferred
option. To get a hold of these different pieces of information, semi-
structured interviews were performed, which have been proven to be both
versatile and flexible (Kallio et.al, 2016). One of the main advantages is
that it enables reciprocity between the interviewer and the participant
(Kallio et.al, 2016) since it grants the interviewee a better chance to further
explain themselves when it comes to, for example, relationships or patterns
(Gray, 2017). Semi-structured interviews let the interviewers improvise
follow-up questions based on what that the interviewee describes.
Therefore, get a deeper understanding of the topics and allow the space for
participants' individual verbal expressions (Kallio et.al, 2016).

To sufficiently perform the semi-structured interviews, the framework
developed by Kallio et al., (2016) for qualitative semi-structured interviews,
was followed. This framework involves five steps to achieve a good semi-
structured interview with high trustworthiness (Kallio et.al, 2016).

1. The first step is to identify why there is a need to perform a semi-
structured interview as a data collection method in relation to the
selected research questions. As the challenges posed from the
company were thought to require a case study, interviews were the
best option, as motivated above. (Gray, 2017)

2. The second step is to get a comprehensive understanding about the
subject. This was achieved by having short talks with various
employees at the company in different positions to get several
perspectives on the problem. Additionally a literature study was
performed to gain a more holistic view of the subject.

3. The third step consists of formulating a primary interview guide,
which was performed iteratively as the main themes progressed. The
questions were reformulated and reordered to get a logical
progressive order. Follow-up questions were added to make sure that
themes sought after would be answered as pre-designed follow-up
questions may make interviews more consistent of covered subjects
(Krauss et.al, 2009). Additionally, room was made for spontaneous
questions to clarify themes and concepts answered by the
participants.

4. The fourth step aims to test the preliminary interview to see if the
questions are precise and that the questions retrieve the themes
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sought after. This was done by sending it out to three supervisors and
then testing it towards two volunteers. Subsequently iterated the
process back to step two before progress could be made.

5. Step five is presenting the interview guide which was done both to a
supervisor and to the participants that requested it (see appendix 1).

All the interviews for this report were performed by the authors of this study
and have been performed either on site at the company or digitally, using
Microsoft Teams (see table 3). The choice of where to have the interview
has been the interviewees at their convenience. Most of the interviews were
set up by a contact from the firm, who recommended interview candidates
and gave the authors the contact information to contact them and set up a
meeting. When conducting the interviews, one of the authors was in charge
of asking the questions and the other were taking notes as well as adding
additional questions if needed. This has been proven to be beneficial as it
lets one interviewer observe the participant where the other guides the
conversation to the desired topic (Mann et.al, 2013). The observations can
then be used to ask questions not thought of before which adds to the
benefits of semi-structured interviews.

In the start of every interview the participants were informed of how the
information would be used and their rights to withdraw at any given time,
even after the interview was performed. If they accepted this, they were
asked if the interview could be recorded, which all agreed upon.

The duration of each interview was between 35-60 minutes (see table 3),
depending on how much the interviewee had to talk about the specific
subject. One outlier was recorded where the interview lasted for 86 minutes.
This was because additional information was shared during the information
beyond the scope of the interview guide. After an interview was performed
it was transcribed where both the recording and transcription was stored on
a personal computer.

3.3.3 Secondary data

Additional to the interviews, some secondary data was included. Including
unobtrusive measures such as company documents regarding the vision of
the offerings, including a process map on how it is to be dealt with.
Moreover, observations were made on site, mainly in the form of informal
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conversations. These observations were initially noted down in order to
create field notes. It is important to note down field notes immediately after
the observations are made in order to maintain the trustworthiness of the
data (Gray, 2017). The researchers were aware of this and hence followed
the suggested process. The secondary data was used in order to triangulate
the information and increase the trustworthiness of the thesis.

3.4 Data analysis

The overarching method for data analysis was thematic analysis. This
method has been widely used in qualitative studies for analyzing interviews
and identifying patterns (themes) within the data which provides a rich and
detailed view of the results (Braun, & Clarke, 2006). The generated themes
provide valuable information in relation to the research question and
represent a form of patterned response which creates meaning of the data
(Gray, 2017). The thematic analysis was carried out according to the six
phases described by Braun, & Clarke, (2006):

Familiarize yourself with the data.
Generate initial codes.

Search for themes.

Review themes

Define and name themes.

A e

Produce the report.

In the first phase, the recorded interviews were transcribed and browsed
through individually. Then, the transcriptions were re-read, again
individually, but in a more detailed manner. While re-reading, initial ideas
of patterns related to the research questions were noted. In the second phase,
the initial codes were produced by examining the transcriptions again, with
particular focus on the initial ideas noted in the first phase. The coding was
generated by adding notes to the highlighted sections, where surrounding
data around the code extracts were kept in order to keep the contextuality
of the extracts (Gray, 2017). The analysis generated 457 first order codes.
The third phase of searching for themes was performed by clustering the
previously identified codes.

In the fourth phase, the themes were reviewed by analyzing if the coded
extracts were relevant to each theme. This was performed considering
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Patton’s (1990) criteria for dual category judging of internal homogeneity,
and external heterogeneity. The criterias ensure that the code within the
themes are coherent with each other, and that there is a clear distinction
between the different themes (Braun, & Clarke, 2006). In the fifth phase,
the themes and sub-themes were defined and further refined. In total, eight
themes were identified, which was later divided into three main themes with
sub-themes. This was done by controlling the relevance each of the themes
had in relation to the research question and making sure that the narrative
of the codes was consistent with the ‘story’ that each theme was telling. In
the sixth and final phase, the report was produced by extracting vivid
examples of codes into the findings section of the thesis where the themes
are presented.

3.5 Trustworthiness

Trustworthiness is an important feature for any report to achieve, as it
suggests that biases have been avoided and for example that experiments
done could be redone and achieve the same results. The same goes for
interviews, if redone and the same questions were asked to the same group
of respondents, it should result in the same themes (Shenton, 2004).

To ensure trustworthiness criterias must be met, Guba (1981) suggests that
these criterias are, transferability, dependability, confirmability and
credibility. These criterias have been met by attending to several
precautions during the completion of this study.

Transferability refers to which extent the findings can be transferred or
applied in other areas of research (Gray, 2017). To achieve transferability
the authors have motivated the choice of participants, the contextual setting
and the methods used to collect and analyze data in this research, to make
sure that it is well understood why every action was taken.

Dependability refers to the consistency and stability of the research findings
across different research contexts and over time. In other words, evaluating
the reliability of the findings (Gray, 2017). To achieve dependability, the
authors have provided detailed information of the research methods and
procedures, including how the data was collected, recorded and analyzed.

Confirmability refers to the extent the research findings are grounded in the
data and not affected by the researchers' biases or perspectives. This
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addresses which steps can be taken to be able to replicate or confirm the
findings (Gray, 2017). Confirmability was achieved by several steps,
including the authors separately coding the transcribed interviews to find
themes of the empirical data. Combining the empirical and theoretical data
in the discussion and analysis intentionally also strengthens the
confirmability by enabling rigor arguments regarding similarities and
differences (Gray, 2017; Starks & Trinidad, 2007). Prior knowledge may
thereby be set aside, but not discarded, with the goal to allow an open mind
to see the patterns objectively (Starks & Trinidad, 2007).

Credibility refers to the extent to which the research findings are believable
and accurate. The goal with credibility is that the readers can find the
findings plausible and convincing. To accomplish this the authors have
shown unaltered results from the empirical study and included several
perspectives on the question at hand, Including participants both internally
at the organization from several positions with insight into the current
challenge, and from external experts within the studied subject. The use of
triangulation through multiple data sources was also done for this purpose,
as this provides a comparison that enables the authors to ensure that the
methods during the empirical data collection phase overlaps and confirms
that the findings correlate with each other (Gray, 2017).

3.6 Ethics

Research ethics is an important area to consider while performing any type
of study, particularly studies that involve interaction with people (Gray,
2017). Gray (2017) further suggests four main ethical principles to consider
while carrying out research involving participants. These principles are: (1)
Avoid harm to participants, (2) ensure informed consent of participants, (3)
respect the privacy of participants and (4) avoid the use of deception (Gray,
2017).

These principles were considered during the planning and conduction of the
study in cases where personal integrity and data might have been exposed.
This included interviews, where the design of the questions was made so
that no personal or unnecessary information regarding the respondents
would be gathered, which addressed principle (3). Instead the questions
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focused on the phenomena of interest, and any additional questions were
rejected from being on the interview protocol. The respondents were also
made aware of how the data was to be managed, addressing principle (4).
The recorded files from the interviews were stored on one of the authors
personal computers. Before conducting the interviews, but after explaining
the purpose of the interview, the participants were asked to give their
informed consent. Further, the participants were made aware that they at
any time could withdraw from participating in the study, and thereby having
any stored data deleted, even after the interview had been conducted. This
addressed principle (2). The first principle was addressed through ensuring
the anonymity of the participants. Since the study was conducted within a
workplace, the ability to identify individuals who have shared criticism
towards the organization etcetera can cause embarrassment, or in extreme
cases even discipline or dismissal (Gray, 2017). Hence, the anonymity was
protected by omission of names in the presentation of results, as well as
providing vague role descriptions in the presentation of participants.
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4. Findings

This section of the thesis will present the empirical findings that were

gathered during the data collection process of the thesis. Themes will be

presented that several of the respondents have discussed, including quotes
from the interviews. The themes presented in table 4 are related to the

research aim of this thesis. Hence, organizational structure, strategy and

BM all refer to the turnkey offering that is studied. The subsections of this

chapter are (1) Organizational structure, (2) Strategy, and (3) Business

model.

Table 4: Identified codes and themes.

Codes

Theme name

Communication channels
Sales process

Global team for multiple
PC’s

Vague process description
Conflicting incentives

Current state

High potential
Dedicated sales team
Dynamic model

Future state

Organizational
structure

Faulty product
More responsibility

Regional strategy

Differentiation
Get services sold
Closer collaboration

Corporate strategy

Strategy

Overall solution
Serenity

Budget
Administration

Value proposition

Enhanced
Enabler
Benefit

Customer relationship

Important to have a Vision

direction

Aim

Shipyards Partnership Business model
Incentives
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4.1 Organizational structure

The following segment will describe the organizational structure, including
both the current organizational structure and how the vision is for it in the
future. At the same time also include benefits and drawbacks with the
current and futuristic view.

4.1.1 Curvent state

Today each product center (PC) has their own sales department and also
their own expertise in different areas which lets them act as a single
company towards their customers when it comes to their expertise. This is
true for the time and material contracts and some fixed price offerings
where they are able to offer their products and services to the customer by
themselves. In these instances they are in charge and responsible for all
actions taken towards the customer. That is when the salesmen first make
the pre calculations and then send the offer to the customer. Sometimes
when necessary, they also include a project leader to help with the offering.
When that is finished it is an internal hand over to the project leader who
takes it from there and finishes it.

When it comes to a fixed price that includes several PCs it is instead a global
salesman that sells and negotiates the offering and then hands it over to a
main project leader who will take it from there. The main project leader is
chosen by someone from the central team who has an overall perception of
the project and knows which PC has the most critical knowledge about the
project. The benefits from this are that the communication will be internal
instead of multiple people communicating to external stakeholders, as
respondent 5 suggests:

...you spend a lot more time and you need to be a little bit more, yeah, think
a little bit more about your process when you deal with an external
stakeholder than if it's an internal one. An internal one you can basically,
yeah, here you go and off you go. So of course, its then it's the pure
administration side of it.

This reduces the amount of work with communication with external
stakeholders and eases the job for the internal employees. But also comes
with challenges according to respondent 7:
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But then when external personnel (from central team) become involved to
do fixed price, and there are several product centers involved. Then it
immediately becomes more complicated, and there I think. No one knows
exactly how it is supposed to be.

In the current structure for the company the goals for the entire company
and for the specific sites differ as they follow different goals to be
accomplished. The entire company’s focus lays on making the shareholders
profit as much as possible on their investment. The goal for each site
globally is to be able to keep their margin high when they are performing a
job on a vessel. Therefore, conflicts of interest arise, depending on who is
in charge of the selling. A PC would have their focus on keeping their
margins high and more likely skip projects that increase their revenue in
favor of keeping their margin high. While the central team is more likely to
neglect a specific PCs margin in order to increase profit or revenue for the
entire organization. As respondent 6 phrases:

the measure numbers from the different parts of the organization can be a
little different and are probably not very smart set up.

4.1.2 Future state

In the future many of the interviewees have expressed their desire to have
fixed price offerings increase. As respondent 4 expressed:

I definitely think that fixed price. It is, it is the future.

As they see it as a better future means of competition (which is discussed
in 4.3.2) and as it may not be perfect now, it could also ease the workload
internally for all involved. Currently the general perception is that the
directions and who is in charge are fuzzy. Some say that the ones who really
see a benefit from it are the top three layers of the company, as most other
employees seem to only get more regulations from working with more fixed
price offers. As explained by respondent 1:

It 1s a bit scattered from above with, how, which channels it comes for and
it's a bit difficult to answer. Communication can be a bit slow.

Therefore, several wish to see a dedicated team that handles these issues
and are in charge of the operation, who delegates the workload instead of
passing the project to the next. If this could be done then many see the
benefits of the internal structure that follows, with an easier way of
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planning. The progress of fixed price has also changed the internal
resistance as respondent 5 says:

...suddenly they all want a piece of the cake and want to be like a part of the
success. And with a few organizational changes that we know is coming,
and were announced today I know that this will get more momentum
internally,

When it comes to the goals of each PC versus the organization a new model
needs to be found to be able to better meet both criterias, as respondent 6
says:

... what do you say? A dynamic model as well so that you still feel involved,
not just like a supplier, within something...

4.2 Strategy

This section will present the findings regarding strategy of turnkey offerings.

The sub-themes are regional strategy, corporate strategy, and vision.
4.2.1 Regional strategy

The reason that fixed price/turnkey was first introduced differs between the
entire organization and for the focal company. For the focal company it was
described to start when they launched a new product which quite often was
faulty and had smaller errors on it. Which respondent 2 describes in the
following quote:

...because we were having problems and that the customers had demands,
we built a concept where the project leader and salesmen worked together in
the early stages.

As the product was having problems the customers wanted to have small
services/ maintenance added into the price of installation. This led them to
make it into a package offer with a lump sum. Where the project leader and
salesmen started to work together at an early stage to make sure that the
scope is right and that the experience from previous projects could be used
as a foundation for upcoming projects. This made sure that all parties knew
what would be included in the price and what would not be included. Hence,
the customers were reassured that the product would work as intended and
made sure that the company could sell their product, but included some
more risk as they would be held more responsible. As this concept
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progressed customers also saw great benefits in the offer due to the
simplicity to pay a lump sum, since this made it easier for them to budget,
and that it included a time span that was promised to the customers.

4.2.2 Corporate strategy

When introduced as a concept for the entire company the motive was
instead to differentiate themselves from competitors by offering a more
inclusive offer that included services and products. Motivated by the
respondent 5:

...1f we are to differentiate and if we want to be there for the future, we need
to find more professional ways to do the service side. (...) When it comes to
mechanic products it is hard to find some sort of technology that you will
upsell.

To partially make sure that the services get sold as well and not only the
product. But also to be able to get a hold of price sensitive segments where
fixed price offers allowed the company to differentiate themselves through
inclusive packages. This resulted in many small projects but with a high
quantity of them. This concept was pushed to customers to be able to gain
those profits. Something you have to be cautious about according to
respondent 9:

... from a service logic you think that there is no idea of creating a service
if there is not a demand or need for it.

As a part of these packages, the goal is to receive a lump sum and then fix
all the issues the customer is having. It should be a smooth experience as
respondent 6 exemplifies:

like when you come in and get your car, maintenanced ...

This is resulting in a higher risk put on the company as they are held
responsible to have everything done and at the appointed time. This in turn
requires a higher collaboration between the customer and the company.
From the tight collaboration respondent 3 claimed that:

It is not we and them, instead it is we.

Through this interaction the perception from the customers should be the
following quote from respondent 5:
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My experience with the company and being so good throughout doing the
services that. I want them as the preferred supplier...

4.2.3 Vision

This section refers to the vision with fixed price offering, as well as the
notion of whether it is shared within the organization. This is evidently an
important aspect, as respondent 9 frames it when asked if it is important to
have a shared vision with the servitization:

But it, it is in any case important to have an aim. That is, why are we doing
this? Is it to sell more products or is it to sell services or is it something
completely different?

When further discussing the importance of motivating the staff with a clear
goal, respondent 9 elaborates:

Yes, then everyone is running around like headless chickens (refers to
having a vague aim). That is not good. We do need a goal and some
milestones on the way.

In response to this, when the employees were asked if they thought that the
vision with fixed price dockings was shared within the organization most
said that it is not. Some mentioned it as fuzzy, others as something only the
top layers say but never act upon. One example is presented in the quote
below from respondent 4.

Yes, well I guess you could say it is a bit fuzzy (...)Yes, it is not much that
you can see or hear, instead it often just comes a request that now we are
going to do a fixed price here. Maybe you haven’t even offered the right
scope. Instead it just becomes what you think from a central perspective,
maybe.

This quote further suggests that maybe the vision is not really the most
important factor regarding the success of the offering. Instead, it is
important to have a goal and milestones of how the offering is supposed to
be developed.

Regarding the employees view on what can be developed with this offering,
most agree that it has no limitations on which product it can be applied to,
and many see that fixed price is a good way of doing business and tying up
customers for other versions of this offering. This could be for example long
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term service agreements as shown in the quote below from respondent 5.

So, we have already touched upon it, we do it on all of our products and the
complete portfolio. And we do it towards things that's planned. So they
cannot come and say that, OK, [ have a grounding, of course we have time,
we can work in a lump sum offering towards that also, but we want to have
it to utilize for our long term planning.

4.3 Business model

This segment will describe how the offering is currently offered towards
customers. Also how it can be improved and potential hazards that come
with it. The section is divided into four sections which are generally
included in the business model, including partnership, value proposition,
customer relationships, and vision.

4.3.1 Partnership

The purpose of partnerships in the scenario of fixed price offerings is to
create a “win-win” situation, where the incentives are aligned between the
key stakeholders. The main conflict of incentive is towards the shipyards,
since they want to have maximum occupancy rate towards their facility as
described in the quote below from respondent 2:

That’s the case. The yard doesn’t gain anything by working fast, but if they
have a customer that tells them sternly then it is a risk that they will be
without money, it is them (the customer) that holds the money towards the
yard.

Respondent 2 in this case suggests that the customer has the ability to
incentivize the yard into working faster. Hence, the company has no interest
in taking part in any partnership. However, respondent 5 suggests that they
have tried to enroll in partnerships with yards as described in the quote
below:

So for them it's already a joint, OK, because customers have forced them.
But we tried to do this jointly. Together with a yard. (...) So you give a lump
sum and we give a lump sum. But then the business were completely
different and they couldn't potentially take the risk of an overhaul in one or
two days because they have a much larger dynamic cost base than we do.
They don't supply 5 engineers, they supply a dry dock and five crane
operators and five truck operators and five forklift operators and 100
painters. Things like that, so for them, they couldn’t do it...
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However, the yards have much higher dynamic costs. This makes the lump
sum much harder to calculate which increases the risk too much. This
disables the yards from being able to offer fixed price contracts towards the
customer.

Another approach which was initially observed at the company and its staff
was that they need to perform some kind of risk-assessment for the different
shipyards as some yards are more cooperative than others. This was further
confirmed throughout the interviews, with an example presented below
from respondent 7.

...it all depends on which yard we are going to. Do they even have machine-
capacity to perform this stuff? What staff do they have? What lifting-
capacity do they have? I mean, it is a very big difference when we have a
yard in a location, where everything is in order or if we are in another
location (...) then the costs just keep adding up and you can’t do anything.

4.3.2 Value proposition

This segment presents the finding regarding the value proposition of the
offering, in other words what the actual value proposed is towards the
customer. The discussion regarding the value proposition from the focal
company towards the customer is mainly referred to as an “ease-of-life”
towards the customer. It is exemplified by the following quote from
respondent 6.

So, it is a way of offering an overall solution towards the customers to keep

competitors out as well. And also to respond to market trends. That it is like

an ease of life from the customers perspective, that they want it to be simple
and predictable.

This quote has some further takeaways, such as it is to be perceived as an
“overall solution”, meaning that it should consider more aspects than just
the offering of a fixed price. This includes that the company supplies almost
everything from provision of material to installation and repair of the
customers vessel. Moreover, it was often noted that this type of offering
simplifies the budgeting process a lot for the customers since it is known
what they are going to pay. The quote below from respondent 4 provides an
example.

And it is appreciated a lot from our customers, because they can keep track
of their expenditures. It is much easier for them to budget their docking or
the work that is to be performed.

Another benefit is described by respondent 5 to be “serenity” as shown in
the quote below.
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If they want a promise that we are going to deliver then we need to deliver.
Hence, there are many different benefits for me when we speak about it to
an external stakeholder I like to use serenity. It's serenity both regards to
your budgetary impact and serenity, regards to your technical impact, then
all depending how much of the overall portfolio you bring in.

This value proposition is made possible due to the staff’s long experience
of dealing with similar projects as well as their technical knowledge of the
products along with the organizational structure of having one person in
charge of communicating with the customer. This structure is good for the
customer, but in its initial stages currently it has some drawbacks that need
to be confronted. The experience of the personnel was mentioned in many
interviews, with an example in the quote below from respondent 8.

If we talk about “specific-product” then. We worked a lot on that for... What
could it be, 8 years ago maybe, and fine tuned the gantt-charts to reach reality
as near as possible.

In all, the customer value proposition is many-sided, ranging from
simplifying budgeting to providing serenity for customers in terms of
technical and administrative knowledge and capacity. All of this is made
possible by the experience of the work-force and the continuous
improvements made on the offering.

4.3.3 Customer relationship

In this section, the findings regarding the customer relationships will be
presented. Both regarding how the customer relationships are affected by
the offering, as well as how it could be improved in order to more efficiently
provide the offering.

Overall, the employees seem to agree that the offering improves the
customer relationships. This is mainly because you need to work much
closer to the customer as described by respondent 3.

Yes, then you become very good friends businesswise with your customers.
That is, you become friends with them and you try to achieve something
together. You are not we and them, instead it is us. We are going to solve
this together. And that is something that I considered to be amazing, that it
was not an issue to call the customer in the middle of the night basically to
raise a question, how are we going to solve this?

This effect on customer relationships is further strengthened by
respondent 9, who claims:
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If you are talking to someone at a service-oriented company that offers
solutions. Yes, well I spend 95% of my sales-time at the customer's facilities,
talking to them. What are their problems? How can I solve them? It is a
significant difference.

This quote is a comparison with a salesman working at a traditionally
product-oriented company versus one working at a service-oriented
company.

At the company, the customer relationships are regarded as a necessity for
making the offering more efficient since it in addition to being able to meet
customer expectations, also helps with the communication with the yards.
This in turn streamlines operations when on site performing the project as
described by respondent 4.

...they realize that it is incredibly good for them, we bring staffing, parts,
tools, and the whole package (...) they only need to worry about making sure
that they are in dock at the scheduled time and that they supply yard-
resources to help us. And what we offer them, that is also actually, a list of
what we need from the yard and also schedule meetings before and go
through and so on. So it has been a really good way of working and it has
been received very well from our customers.

However, in order to ensure that the offering is received well from the
customers, it is important that the company keeps a professional approach,
through the process. It could instead be detrimental if there are too many
negotiations after the project of what is included or not, as suggested by
respondent 6.

But if you end up in a situation where you are always fighting about then
like: “yes but that was not included and that was not included, and that was
not included and so on. Then it could become a negative thing. Yes, I thought
it would be this much, but now you have twisted everything. Like, what is
this?
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5. Discussion

The purpose of this thesis was to investigate the implementation and
development of turnkey/fixed price offerings and what effects this has on
the organizational structure. This was achieved by conducting interviews
within an organization who is currently undergoing development of their
offering. Further, from the empirical findings, some suggestions for
development of the offering can be made.

The suggestions are aimed towards recognizing the benefits of the offering
and manifesting the structure as well as the aim of the offering and will be
further presented in the practical implications and conclusions sections.

This chapter is divided into five subsections, which symbolizes the most
important areas with regards to the research question and what was
identified through the interviews. These subsections are (1) Servitization,
(2), Organiational structure, (3) Business models, (4) Sustainability, and (5)
Practical implications.

5.1 Servitization

From the findings, it can be deduced that to be competitive in the future the
case company wants to increase their customer relations, as the maritime
industry is characterized with few but large projects. Securing customers
for the future and gaining a more continuous payment in order to maintain
a stream of revenue is therefore a vital part of the business. Researchers
have argued how the concept of servitization copes with these issues
(Kowalkowski, & Ulaga, 2017; Porter, 1996; Vandermerwe, & Rada,
1988). Researchers explain how servitization allows the company to get
closer relationships with their customers as it requires them to understand
their customers’ needs better. To offer a solution to the customers'
challenges, instead of only selling a product (Hara et.al, 2016; Kamaldin
et.al, 2020; Kowalkoski, & Ulaga, 2017). When it comes to offer a more
servitized option for the customers all of the respondents agreed that it
would be the right way in the future for just these above mentioned reasons.

Servitization of a traditionally manufacturing company can be a long and
effort-demanding process. Challenges for these firms include the overall
business logic that is present within the culture and the personnel. This logic
is often called “product-logic” whilst many claim that in order to transition
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into a servitized firm, the logic needs to change towards service-logic
(Kowalkowski et al., 2017; Smith et al., 2014). This notion was
strengthened through the findings since most of the respondents agreed on
turnkey being an enabler for closer customer relationships and getting a
deeper insight into the customers processes. In a servitized organization,
these customer relationships are essential in order to adapt the offering in
an optimal way towards the customer processes (Hara et al., 2016; Rabetino
et al., 2017). Although most respondents agreed on turnkey as being an
enabler for better customer relationships, there were a few examples of it
having the opposite effect. This was mainly in regards to not having a clear
contract and thereby post-project discussions could occur on what is
included or not. Another risk identified from the findings was that the
supplier could get greedy and want to charge too high of a premium or sell
more than is needed. This is however easy for the customer to see through
in a B2B context where there is high information symmetry, and the
customer can thereby make their own cost-estimation. It is therefore
important for the organization to clearly state what is included and also what
is not included in the initial contract. If this is not evident when the project
is finished, the findings suggest that it is sometimes better for the contractor
to take on the additional cost in order to keep good relationships with the
customer. Fixed price (or turnkey solutions) is hence maybe not the optimal
“end-goal” for the organization in its servitization journey. However, it does
carry the benefits of gaining closer customer relationships and thereby
deeper knowledge of the customer’s processes which can lead to more
advanced services in the future (Saxenian, 1991). Thereby fixed price
offerings could be just a stepping stone in the direction towards becoming
more servitized.

Another potential for further servitization includes monitoring-services,
which helps gain use-data that can be used for improving the customization
of the services. This is an area that has started to gain interest among
scholars since new technology holds great potential for service BMI
(Grubic, 2014).

In regards to benefits, academics and practitioners seem to agree that the
offering is mainly directed towards simplifying the customer processes, and
that the supplier gains a wider scope of operations and thereby the
possibility to get more revenue (Deprez et.al, 2021). However, there were
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mixed opinions within the organization as to whether the extra
administration is a benefit or not. It was evident that the higher management
agreed that it was a benefit, but this was challenged by employees since
their operations became more complex. This finding suggests that it is
important to create a shared vision within the company of what the offering
is supposed to achieve organizational wise. BM frameworks such as the
BMC could be a useful tool to communicate the vision within the
organization (Osterwalder & Pigneur, 2010). However, such frameworks
might carry the risk of only appealing to top management, as most research
is aimed towards that section (DaSilva & Trkman, 2014; Ricart &
Casadesus-Mansell, 2011), which have been implied from the observations.
Therefore, it might instead be important for the employees to have clear
goals and milestones of what to achieve in the short perspective to keep
motivation up.

5.2 Organizational structure

In servitization literature, the question of whether to separate the services
into its own business unit or to integrate it within the organizational core
processes has been a topic of discussion. Some argue that it might be good
to first separate the business until it has reached a certain amount of the
revenue (Oliva et al., 2012). This is in line with literature on disruptive
innovations, where incumbents are suggested to create a separate
organization in order to quickly respond to disruptive technologies entering
the market (Christensen et al., 2013). However, the fixed price offering in
this thesis is more of an innovation of the offering itself, and the service and
new sales organizations are already developed. Thereby the empirical
findings suggest that it might be better to keep the organization internally
initially in order to build an aligned culture within the organization. One
respondent also suggested that the offering might need its own business unit
if it becomes too large, meaning that it should then have a dedicated sales
and delivery team.

From the interviews the general response has been that there is room for
improvement when it comes to hand overs for the project and the internal
communication. As several feel that the project is handed to them without
enough information, and the information could also be hard to get, as the
ones who have the knowledge are occupied with their daily activities. A
solution to this that has been brought up from interviews is how they desire
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to get a department or an employee who has the overall responsibility for
these projects. As fixed price eliminates the customer contact for a specific
PC, the information must come from the central contact (Deprez et. al,
2021). This employee must then get all the information that is needed for
the entire project and also communicate that information forward as the
project is handed over to the next employee. If successful it could result in
a lean delivery organization where the project progresses without any
obstacles.

One of the key findings was that there exist some conflicting incentives
both within the organization and within its operating network. First, the
central team is measured on revenue, while the PC’s are measured on profit.
This creates conflicts, since the central division has its own sales team, and
thereby they want to sell as much as possible, while the PC’s who are
responsible for the delivery are also responsible for the profit. If the project
is unable to maintain the budget restrictions, the PC’s will not meet their
goals. This calls for involving the PC’s early on in the sales-phase to
minimize the risk of unexpected cost-additions.

The other conflicting incentive is towards the shipyards and has been
discussed in the findings section. This conflict arises since the yards want
full occupancy of their facilities, while the company wants to minimize the
time spent on the project.

5.3 Business models

A BM can successfully be used to allow a company to differentiate
themselves by targeting segments that have previously been overlooked
(Ricart & Casadesus-Mansell, 2011). This has also been motivated by the
case company as fixed price offerings have allowed them to get access to
markets that were previously only interested in some products but are now
buying fixed price offerings that include several products and services.

However, in order to sustain the success of this BM, the findings suggested
that it is important to deal with the risk in a sound manner. There is plenty
of risk related to this BM regarding the conditions of different yards, the
supply chain, different customers and their willingness to cooperate etc.

The innovation of this offer has followed the BMI process of an original
approach to generate and seize value, which is realized by modifying one
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or more components of the business model (Chesbrough, 2010; Mitchell &
Coles, 2003; Teece, 2010). By first introducing it to some customers and
testing if it is successful. It ended up to be successful, as the customer had
a good experience with the offer and wanted to have it the next time as well.
They started to offer it to more customers, improving it as it grew and
learning from previous mistakes. During the process they have realized
what can be included into fixed price and what could not be, something that
they are continuing doing forward. Following an iterative process to be able
to offer the best possible solution for their customers as suggested by many
researchers (Bjorkdahl, & Holmén, 2013; Chesborough, 2007;
Frankenberger et. al, 2013; Trimi, & Berbegal-Mirabent, 2012).

As fixed price includes more risk and deals with more components it begins
to get resistance within the organization. This is a common trait within an
organization when a BMI is underway as employees find that their way of
working is sufficient (Amit, & Zott, 2012; Chesbrough, 2010; Johnson, et
al., 2008). Another prevalent risk from the interviews was that of the
different shipyards. It was discussed that a risk-analysis of the different
yards was necessary in order to better deal with the risk, and being able to
communicate the value for customers. In turnkey literature, it is often
mentioned that it is important to clearly state the conditions before the work
takes place, and therefore it is important for the contractor to be aware of
the risk of different conditions (Adnan, & Rosman, 2018; Baram, 2005).
Further, it was suggested to do more detailed cost follow-ups in order to see
exactly where improvements can be made. One suggestion that was more
specific to the marine industry was that partnerships with yards could
alleviate the tension of conflicting incentives. However, the yards' cost
structures are more dynamic which makes the partnership harder to realize.

The goal of implementing a new BM should be communicated within the
entire organization as it will provide a clear message where the company is
headed and leave less resistance within the company.

A BMI is formed either by internal factors or by external factors
(Chesbrough, 2007). For the focal company they have a product that is
outdated that has been providing them with revenue for a long time. This is
something that they have a high level of knowledge around. This is
successively being replaced with newer/other products which leaves a gap
in the focal companies revenue streams. Therefore, this internal factor puts
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pressure to form a new offer that could replace what is lost from these
operations (Porter, 1996).

5.4 Sustainability

Many respondents agreed that the approach of offering turnkey solutions
for maintenance enhances their ability to operate more sustainably. The
environmental sustainability is enhanced because the company gains a
larger amount of control of the process. They are already aware of the need
to include sustainable practices and hence this notion is strengthened. The
turnkey offering is further aimed towards making their equipment last for
longer periods. This is in line with the general idea that PSS’s has potential
to reduce environmental impact (Aurich et al., 2010; Baines et al., 2007,
Mont, 2002; Sundin et al., 2009; Yang, & Evans, 2019).

Moreover, by developing the internal structure of the sales and delivery
organization, the perceived stress from the employees can be reduced. This
was evident from the findings since many respondents argued that the
structure, especially regarding the handover, is very vague at the moment.
The employees do not know who is responsible for the different tasks. It
was argued that this could be improved by having a dedicated central team
who is responsible for dealing with the customers, and in charge of the
handover. However, in order to make this work, it is important to maintain
communication between the central and regional teams so that everyone is
informed when it is time for the handover. These findings are in line with
research that suggests that PSS’s has the ability to improve employee
satisfaction (Yang, & Evans, 2019).

The economical sustainability has been one of the main driving factors for
the case company to start with the BMI, as they wanted to secure long term
relationships. Additionally, fixed price will let the case company to
differentiate themselves with more inclusive packages, some advantages
that researchers have also agreed upon (Porter, 1996; Saxenian, 1991). The
packages will include services that otherwise could have been done by
competitors, therefore they gain market shares in this sector by including
these with the product. However, to accomplish a better relationship,
transparency must be achieved as customers have occasionally felt deceived
by salesmen trying to sell more than what was asked for. These findings are
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in line with the cautiousness described by researchers when implementing
turnkey contracts (Adnan, & Rosman, 2018; Bajari, & Tadeli, 1999).

5.5 Practical implications

BMI could be used and implemented to successfully allocate a company's
resources to engage in new economical transactions. When introducing a
new BM there will always be resistance as people are reluctant to change.
Hence, when implementing a BMI it is important to do so in small steps and
iteratively. This is because it affects many employees in their day-to-day
work, where they need to have time to understand and adapt to a new way
to do business. A clear goal should be expressed to the company where
employees can get behind the idea of the BMI to make sure that they are on
route with the changes. Adaptiveness and attentiveness are traits that would
benefit the transition, as the organization learns it should be continuously
developing the offer. This is to minimize the internal resistance that arises
when the affected employees feel that their way of working has deteriorated
and they want their complaints to be heard. If the complaints are not acted
upon, it is still important to acknowledge them in order to maintain a good
morale.

This specific BMI, of implementing turnkey contracts, has its specific
challenges to consider. Regarding organizational structure, the suggestions
are to continue to keep the fixed price team internally as it will affect the
culture in the organization. Moreover, declare a department responsible for
each project, which can delegate the tasks that need to be done. Creating a
clearer structure on where the information needed is and who is doing what.
Lastly, form a better dynamic model within the organization to better align
their goals, as currently PCs and the central team strive for conflicting
measurements. The benefit for the customer is that the scope will be
discussed, and the price settled before, which means that the budgeting is
easier for the customer. However, when a large business with global
presence provides a turnkey contract, the administrative work can both be
less and more depending on how you look upon it. From a customer's
viewpoint the administration is reduced as they will only be in touch with a
few employees. Internally the handover and information must be very
precise, as the expertise differs between the employees and certain details
might not be asked that are crucial for another employee to do the right
calculations. As the responsibility moves from salesmen to project leader
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and the delegations go to each employee within their expertise the handover
might feel as it is dropped on them as well as the responsibility. To have a
delegated employee might then be a sufficient solution, that is in overall
control of the project. The employee will then delegate precise tasks to each
involved employee within their areas and maintain that they are always on
schedule. To have a delegate that is responsible for the project will then also
state clear goals to see where they are and where they are headed so that all
involved are aware.

The case company's BMI is still in the transition phase to become complete.
Hence, the experience from each project is vital. The experience gained
should be documented in a sufficient manner so that others who have not
worked in the same way may take part of the information and use it to
achieve a better result even if they do not possess the experience
themselves.
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6. Conclusions

The conclusion is linked with the problem and the purpose. The authors
reiterate the purpose of the study and the research questions towards the
beginning of the conclusion chapter. The practical application of the results
is shown by the developed model (figure 3) from the conduction of the
literature review and data collection from the case organization (describing
the overall process of BMI for turnkey contracts within the process of
servitization). Limitations of the study and suggestions for future research
are made towards the end of the conclusion chapter.

RQI- How can the organizational effects and impacts of turnkey contracts
be improved for large product service systems?

To answer RQ1, a company needs to find effective ways to communicate
and hand over information about each project. It currently requires
employees to find information themselves and with everyone occupied in
their daily work it takes a long time to get replies about specific projects.
To instead have an easier way to find that information or have a person who
is responsible for the project could then eliminate this challenging aspect.
To incorporate one that is responsible for the project will also help to make
sure that it is more under control during the processes. To delegate precise
tasks for each involved employee in the project will make it more efficient
and smooth in the hand overs. As some have felt that the project is just
dropped on them currently and they do not know in which end to begin
with.

The measurements that the organization and PC/local facilities are being
measured from needs to be more dynamic as they now are in conflict against
each other. To find a measurement that can contribute to a better
collaboration will remove these potential conflicts. Additionally, the
company needs to find a shared vision that includes the daily workers as
well, not only the top management. Showing them both how their work is
affecting the entire business and that the direction that the company is
heading towards is for these reasons. Explanations of how the direction they
are heading towards will form closer customer relationships in this manner.
When the employee understands the reasons for changes and the overall
direction the company is heading then the culture could be changed to
embrace new BM instead of showing reluctance.
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Since the new fixed price department has gone through some restructuring
and new staff has been hired to run it. Some of the original plans and
processes have been lost. One conclusion might be that the old staff should
have been a bit more involved for a little longer period of time in order to
ensure that the constructed processes are kept. The processes in this
scenario might be the fact that if the project is a single product offering, the
relevant PC should be in charge of the project.

RQ2- How could a business model be designed in order to efficiently offer
product-oriented Product Service Systems?

The second research question has been regarding the design of the BM for
these types of offerings. The main conclusion regarding this RQ is the
importance of experimentation in the development of BM’s. The findings
have however suggested a few guidelines in which this experimentation can
take place. Firstly, it could be important to experiment with partnerships
and which actors have capabilities to co-create value within the business
network. One such suggestion within the maritime industry is the
partnership between customers, suppliers and shipyards. Such partnerships
could help improve the long-term competitiveness of all involved parties. It
is also important to experiment with other partnerships, such as supply
chain and sub-contractors etc. since this could streamline operations with
the offering. Secondly, it is important to build strong customer
relationships. This helps the organization to gain loyal customers and
enables differentiation through customized service offerings. Moreover, the
study has provided insight into the importance of a shared vision with new
offerings. If the vision is not shared throughout the organization, it could
lead to a lack of motivation from the employees and inefficient task-
delegation.

Lastly, experiments of value proposition are necessary in order to better
align the company resources and capabilities to better fit the customers'
needs. The summarized process is visualized in Figure 3.
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Figure 3: Conceptual framework of BMI for turnkey/fixed price within the
servitization process.

Figure 3 describes the overall process of BMI for turnkey contracts within
the process of servitization. It provides insight into the vision, which is to
become more servitized in terms of changing the business logic within the
organization. Within the process are the iterative elements of BM design
and realization, which are continuously adapted to better fit customer needs.
At the bottom of the model are some of the key benefits identified through
the literature review and data collection. These include reduced
environmental impact through enhanced resource utilization throughout the
product lifecycle, increased scope and simplified administration via
removal of external communication channels, increased customer
relationships and the possibility to further differentiate the offerings.

6.1 Limitations and future research

The purpose of this thesis has been to investigate the design of a business
model for product-oriented PSS’s. Although it is important to focus on
making an efficient design, it is not necessarily the most important aspect
of sustainable competitiveness. The business climate is continually
changing and external world factors influence how companies operate.
Hence, it is important for organizations to be alert and adaptive and always
innovate their BM’s to better fit customer needs. Therefore, the turnkey
offering is not necessarily the end-goal for organizations, but it does allow
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them to get a platform on which to better understand customer needs which
in turn helps to customize the customer value proposition.

Future research could be aimed towards evaluating good KPI:s for these
types of offerings, since there seems to be some internal tensions regarding
how the different divisions are measured on their performance. This
includes the different organizational divisions that are affected by the
offering, and how to align the incentives in order to create a shared mission
within the organization. Further, the traditional KPI’s of revenue and profit
might not be sustainable in the long run and hence some research could be
carried out regarding what suits these kinds of offerings better.

Moreover, this thesis has been aimed towards fixed price offerings within
the maritime industry which, although it carries a lot of similarities to other
global industries, also has some areas in which it differs. Hence, future
research could be carried out in other industries in order to create more of a
general view on how organizations should develop and implement similar
offerings in order to continue their servitization journey. Further since this
study was performed at only one company, namely the supplier of the
offering. Future research could involve more companies or their customers
and affected parties in order to get a more holistic view. The case company
is further a global actor, and a large organization. Therefore, it might be
necessary to perform future research on smaller firms as well.

Another limitation to this study is the time frame. Since this project was
limited to the time frame of a master thesis, which is approximately 20
weeks, some areas of research might have been excluded in order to meet
the deadline. Hence, future research could be aimed to investigate
additional related areas of research for these kinds of offerings.
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Appendix 1- Interview guide

Introduction of us:
- Purpose: Create familiarity so the interviewee knows who they are talking
to.
e We are studying master of science within industrial economics at
Karlstad university, where we are currently performing our master

thesis.

Explanation of GDPR:
- Purpose: Explain the rights and protection the interviewee obtains

regarding the interview.
e Shortly explain the purpose of the interview.

o Explain that the interview will revolve around fixed price
docking and that the answers will be used to support the results

of our thesis.

® Your answers will be anonymous. The information shared during this

interview will be stored as an audio file on our personal computer.

® Now, we are wondering if you accept that we use this information in

our master thesis? And that we record this interview?

e We would also like to inform you that you could, at any time,
withdraw from the interview, even after the interview has been

conducted.

General questions:
- Purpose: Getting their general perception about fixed price docking today,
and to learn more about their current work processes. Further, we would

like to investigate if there is room for improvement, or if it is good as it is.
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e Can you start by describing your role in the organization?

o Give an overview of your career?

® What jobs have you had

e Can you describe your perception of fixed price and how you come in

contact with it?

o How are your work processes affected when you are dealing

with fixed price docking?
e What do you regard as the main advantages with fixed price docking?
B Why are they working so well?
e What do you regard as the main drawbacks with fixed price docking?
B How would you change it to make it perfect?
Questions to staff:
Purpose: Find the different internal challenges they might face when

offering a fixed price contract.

e How does the internal communication and handover (delegation of

tasks) look like regarding fixed price projects?

0 (Which departments are involved?)

o Is there anything you think could be improved with this?
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B Isitgood as is, with multiple sites involved or would it
be better to have one responsible department for

everything?

e What kind of vision do you have for fixed price docking in about 5

years?

o If you had unlimited resources, how would you then develop it?

e What do you regard to be the biggest challenges with fixed price

docking in the future?

e How does the demand from customers on fixed price look like today?

e How do you think customer relation is by fixed price docking?

o From the customer’s point of view, what do you think will be

the biggest difference?

o Are the customers ready for the change?

o In what way do you think you should work with the customers

to offer fixed price contract in a sustainable manner?

e How do you handle unforeseen repairs or issues that arise during a

fixed price docking project?

e How do you evaluate the cost-effectiveness of a fixed price contract

versus a time and materials contract for your organization?
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e How do you ensure that the fixed price contract incentivizes the
shipyard or service provider to complete the work on time and within

budget?
e How do you handle any delays or other issues that arise during a fixed
price contract, and what mechanisms are in place to address these

issues?

® Do you have any examples of when you have denied a fixed price

contract to a customer?

o Under which circumstances was that?

B Does there exist a limitation on how old a vessel can be

(or what affects mostly then?)
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