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Abstract 

This master thesis describes the development among OEMs and maintenance 
companies and their shift towards service provisioning. An explorative study is 
carried out, in which three different industries have been analyzed. This resulted in a 
framework that shows the drivers and barriers for OEMs and maintenance 
companies in becoming a service provider.  
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Management Summary 

Nowadays, it has become less profitable only to make products (Davies et al., 2004). 
Instead, providing services offers new, high margin sources of revenue. This forces 
OEMs (downstream) to focus more on services. According to Wise and Baumgartner 
(1999) the purchase of a product only represents a fraction of the total costs of 
operating and maintaining it over its lifecycle. A company can benefit from providing 
services throughout the product life cycle, because this generates a continuous 
revenue stream and requires fewer assets than manufacturing. As a result, service 
provisioning by OEMs became an important topic on the management agenda. 
 

This research study is aimed at the users, maintenance companies and OEMs 
(manufacturing companies) in the capital goods industry. Three industries have been 
chosen to focus on, being the copier industry, the off-shore industry, and the 
aerospace industry. The primary method of data collection was the in-depth 
interview, which makes the design of this study qualitative. For this research a total of 
13 interviews were conducted. This research has investigated the service 
provisioning of OEMs and maintenance companies in the capital goods industry, to 
enable to answer the following research question:  
 
Are OEMs and maintenance companies of capital goods making a shift to full 
service? 
 
A set of sub-questions is defined in order to answer the main research question: 
 
Q1: In which industries is this shift present? 
 
Q2: What are the drivers for this shift? 
 
Q3: What are the barriers for this shift? 
 
Q4: Do companies in the capital goods industry actually have a vision of their 
services? 
 
 
 
 
 
The copier business and the aerospace industry companies are busy in the process 
of shifting. The aerospace industry, however, is not as far with service provisioning 
as the copier industry. However, this trend of taking over the end-user business 
processes (i.e. the movement towards the right side of the continuum) does not 
appear to exist in the off-shore industry. Literature states that OEMs are extending 
their service offering, providing customers with full-service contracts. This is in 
contradiction with the findings of this study. The trend of offering full-service solutions 
does occur in some industries, but can not be generalized over all industries.   
 
The answers to sub questions 2 and 3 are presented in a framework (figure 6.2). 
 
 

Sub-question 1:  In which industries is this shift present? 

Sub-question 2:  What are the drivers for this shift? 
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The rationale for the transition from products to services or extending the service 
business progresses along three lines, being: financial, marketing and strategic. The 
fact that a more stable source of revenue derives from services, services offer higher 
profit margins, and services have substantial potential revenue constitute the 
financial benefit. This substantial revenue can be generated due to a high installed 
base of products with a long life cycle. The marketing opportunities can be 
understood as better meeting the needs of the customer. With services an OEM can 
relief its customer from certain (mostly secondary) business processes and can 
retain its customers for a longer time period. Finally, there are strategic arguments. 
Due to the intangibility of services and by virtue of being more labour dependent, 
services offer the OEMs competitive advantages that might be more sustainable. 
Hereby, OEMs can overcome the commoditive character of their products and 
differentiate themselves from competitors. 
 

 

 

 

The barriers that OEMs face in their road to become a service provider, are also 
shown in the framework (figure 6.2). The following barriers have been identified: Lack 
of trust, Dependence, Financial consequences and Lack of momentum. These 
barriers can be divided into two categories, which are internal and external barriers. 
The internal barriers are the barriers that the OEM (i.e. potential service provider) 
faces, whereas the external barriers are faced by the customer. The internal barriers 
comprise of the lack of momentum from management to focus more on services, and 
the disproportional financial consequences as a result of not meeting the 
requirements of the customer. Next to the internal barriers, there are external 
barriers. The external barriers embrace the lack of trust of the customer in the OEM 
of the service and the anxiety of the customer to become too dependent on the OEM. 
 
 
 
 
 
The participants in the copier industry expect that the service part of their business 
will grow and that it will be more important. The profit will not come anymore from the 
sales of “boxes”, but will come from the provided services. In addition, the services 
that are provided will become more complicated. So the OEMs will not only be 
repairing a malfunctioning product, but will also be helping customers with more 
complex problems. 
 
The participants in the off-shore industry are not interested in providing services to 
the customer. Their opinion is that they can differentiate themselves from competitors 
by developing high-tech customer specific products. Customers are mainly interested 
in the technical specifications of the capital good. They want the capital good to meet 
their high requirements. The management of the maintenance of the capital good is 
carried out by the customers themselves. Hence, the suppliers are investing in R&D 
and engineering, yet are lacking a vision for services. 
 
The participants in the aerospace industry foresee that the service business will grow 
in importance. In effect, this means that more repairs and overhauls will be carried 

Sub-question 3:  What are the barriers for this shift? 

Sub-question 4:  Do companies in the capital goods industry actually have a 
vision of their services? 
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out. In this industry performance based contracts are possible and are offered to 
customers. In addition, the participants in the aerospace industry expect that within 5-
10 years, a fierce battle will take place between OEMs and maintenance companies. 
They believe that the one who can offer a total care product will survive in the 
aerospace market. 
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1 Introduction 

1.1 Background of the study 

Nowadays, it has become less profitable only to make products (Davies et al., 2004). 
Instead, providing services offers new, high margin sources of revenue. This forces 
OEMs (downstream) to focus more on services. According to Wise and Baumgartner 
(1999) the purchase of a product only represents a fraction of the total costs of 
operating and maintaining it over its lifecycle. A company can benefit from providing 
services throughout the product life cycle, because this generates a continuous 
revenue stream and requires fewer assets than manufacturing. When a company 
expands its product scope, by including downstream services, it can capture life-
cycle profits associated with the product. OEMs find it attractive to have smooth, 
counter-cyclical growth, instead of being dependent on erratic sources of revenue 
which are associated with one-off product sales. Besides the attraction of more 
profitable activities, there are two other important market and institutional changes 
driving firms to provide an increasing range of services previously performed as in-
house functions by their customers (Davies et al., 2004). 
 
The strong demand from customers for high-value services attracts suppliers to 
provide these services (the market change). Non-core activities are outsourced by 
buyers of capital goods, and focus their attention on the provision of services to the 
final consumer. In order to meet this demand, suppliers of capital goods carry out 
service activities previously handled in-house by the customer, such as design, 
maintenance, and system integration. In addition, due to the processes of 
privatization, de-regulation and liberalization a number of concerns have been 
brought about. These concerns are new competitive market structures and new sets 
of incentives, rewards and contractual obligations in former state-owned sectors such 
as railways, telecoms and airports. Furthermore, due to the liberalization and 
privatization of former sectors controlled by the government (e.g. railways), the 
outsourcing of capital goods to customers has been accelerated (Davies, 2004). 
 
Thus, if an OEM successfully provides integrated solutions, it can maintain long-
lasting relationships with the customer, build customer loyalty, and can capture a 
steady stream of revenues on recurring upgrades, maintenance and other 
operational services.  
 
Many authors have noticed a rise of a new type of specialist organization, whose 
core activity is systems integration, due to the outsourcing and vertical integration 
(Rothwell, 1992; Granstrand et al., 1997; Brusoni and Prencipe, 2001; Brusoni et al, 
2001; Prencipe, 2003; Pavitt, 2003; Dosi et al., 2003). These new types of 
organizations maintain in-house the systems integration capabilities necessary to 
coordinate a network of external component and subsystem suppliers, while 
outsourcing detailed design and manufacture to external suppliers and contract 
manufacturers. However, these OEMs are more than just assemblers of the 
products. This is because they take care of the design and integrate internally and 
externally supplied parts in a finished product, and coordinate and internally develop 
the technological knowledge needed for future generations of a product (Davies, 
2004). 
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The OEMs of a flight simulator make a good example. The flight simulator OEMs 
used to produce 70% of the components in the final product, but these days the 
focus of these new types of OEMs is on performing system integration and they get 
70% of their components from external manufacturers (Miller et al., 1995). The flight 
simulator OEM take care of the coordination of a network of upstream component 
suppliers and subcontractors, designing and integrating systems, and adding value to 
the product by providing services. This indicates that OEMs are heading to become 
more service oriented.  

1.2 Problem statement 

In the orientation phase of the thesis project several persons from Gordian were 
interviewed. These persons were senior experienced consultants, which have many 
contacts within companies at all department levels. From the discussions with the 
consultants it became clear that they do not fully observe this shifting trend in the 
capital goods service industry in providing full-services, and have noticed that 
management are not even interested in providing full-service concepts.  Moreover, 
they believe that many companies do not look further in the future than 3 years, and 
that service strategy is not one of the main concerns of management. Literature 
states that in general there is a movement among OEMs to focus more on services. 
Since this trend is not entirely recognized by the consultants of Gordian, it is possible 
that differences exist between industries. 
 
The capital goods industry consists not only of OEMs, but also of maintenance 
companies and users. Therefore, maintenance companies and users are 
incorporated in this study. It is interesting to know how OEMs, maintenance 
companies and users look at their service business. For clarification a schematic 
overview is developed. This overview takes the aerospace industry as an example 
and analyses a capital good in the form of airplanes. This overview shows that there 
is an OEM of the capital good, which in this case is Boeing. There is a user of the 
capital goods, which is KLM Cityhopper. And finally it shows a maintenance company 
of the capital goods which is KLM Engineering and Maintenance (KLM E&M).  

 
Figure 1.1: Overview for clarification  
 

Outsource 
maintenance? 

Outsource 
maintenance? 

Boeing  
• OEM  
• Producer 
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It is now interesting to research whether these organizations are changing their focus 
from ‘traditional’ service offerings to providing full-services and whether organizations 
actually have a long-term vision. 
 
Now these issues have been discussed, it is possible to define one central business 
problem.  
 
Central business problem: 
 

“Develop a better insight in the (potential) customers’ drivers and difficulties in 
becoming a full-service provider”   

 
The problem definition will be the leading problem of this master thesis project. The 
research questions and sub-questions of this research will be based on this problem, 
and will be discussed in the next section.  

1.3 Research questions and sub-questions 

The research question, on which this study is based follows from the problem 
statement and reads as follows: 
 
Are OEMs and maintenance companies of capital goods making a shift to full 
service? 
 
A set of sub-questions is defined in order to answer the main research question: 
 
Q1: In which industries is this shift present? 
 
Q2: What are the drivers for this shift? 
 
Q3: What are the barriers for this shift? 
 
Q4: Do companies in the capital goods industry actually have a vision of their 
services? 

1.4 Deliverables 

This graduation report yields a market exploration with developments regarding 
services in the copier, off-shore, and aerospace industry. This market exploration will 
show what the challenges and opportunities are in becoming a full-service provider. 
In addition, a framework will be developed that can be used to profile a certain 
company in the extent of its service provisioning. 

1.5 Outline of the thesis 

Chapter 1 gives an introduction about service provisioning in the capital industry 
market, a company description, the problem statement, the research questions and 
sub-questions, and the deliverables. In chapter 2 a literature review is presented 
about services within the capital goods industry. The third chapter discusses the 
research methodology. In chapter 4 the within-case analysis is presented. Chapter 5 
will discuss the cross-case analysis. In chapter 6 the design of a framework will be 
handled. Finally in chapter 7 the conclusions will be addressed.  
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2 Literature review 

2.1 Introduction 

In the previous chapter the problem statement and the research questions have been 
discussed. This chapter will discuss the theoretical exploration of services within the 
capital goods industry. First some definitions will be provided in subsection 2.2.1. 
Then subsection 2.2.2 expounds that different service forms exist within the 
manufacturing industry. After this, in subsection 2.2.3 the differences between 
product bundling and integrated solutions will be handled. In addition, differences 
between services provided in consumer goods compared with capital goods exist. 
This will be addressed in subsection 2.2.4. Subsequently, subsection 2.2.5 describes 
the migration of OEMs within the capital goods industry towards services and shows 
how this shift looks like. In addition, in this section a model will be presented which is 
used during the interviews. With help of this model companies are assessed in the 
extent they provide services and where they are heading to with their service 
business. Then subsection 2.2.6 explains that companies make a transition process 
in becoming a service provider. This transition can take place successfully or 
unsuccessfully, which depends on the capabilities a company has in-house and the 
strategy it employs. In subsection 2.2.8 these different capabilities and strategies will 
be presented. But before we elaborate on this matter, section 2.2.7 presents an 
overview of the drivers found in literature to make this transition. Finally in section 2.3 
the conclusion from the literature review will be discussed.  

2.2 Shift towards services 

2.2.1 Definitions 

OEMs and Manufacturing Firms: 
In this research study the terms OEM and manufacturing company are used 
interchangeably. The definition of a manufacturing company is: A firm that converts 
raw materials and component parts into consumer and industrial goods (CRF online). 
However, this research study is aimed at manufacturing companies (i.e. OEMs) that 
produce capital goods. Therefore, to be more specific this research study defines an 
OEM as: A supplier of complex product systems (CoPS).   
  
Complex Product Systems and Capital goods: 
Complex Product Systems are defined as: high-technology and high-value capital 
goods, such as flight simulators, telecommunications systems, baggage handling 
systems, high-speed trains, intelligent buildings, air traffic control systems, and 
weapon systems. CoPS are supplied as one-off items or in small batches for 
individual business users (Miller et al., 1995; Davies, 1997; Prencipe, 1997; Hobday, 
1998; Gann and Salter, 1998) 
 
Definitions and Features of Services: 
There are many interpretations of a service. Therefore also many different definitions 
for services are present in the current scientific literature. Despite the different 
definitions, there are however some characteristics (including intangibility) that all 
these service definitions have in common. These characteristics are intangibility, 
inseparability (simultaneity), intangibility, perishability, and heterogeneity 
(Parasuraman, Zeithaml and Berry, 1985; Edgett and Parkinson, 1993; De Brentani, 
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1995; Johne and Storey, 1998; Cooper and Edgett, 1999; Kotler, 2000; Fitzsimmons 
and Fitzsimmons, 2001; Menor, Tatikonda and Sampson, 2002; Alam and Perry, 
2002; Kollias, 2002; Ma, Tseng and Yen, 2002; De Jong and Vermeulen, 2003; 
Syson and Perks, 2004). In this research study a service is defined as ‘any act or 
performance that one party can offer to another that is essentially intangible and 
does not result in the ownership of anything. Its production may or may not be tied to 
a physical product’.    
 
Definition full-service: 
In order to gain insight in the factors that influence companies to move towards full-
service offerings, a clear understanding of the concept itself needs to be developed. 
Leading scholars have mentioned the strategy of full-service provisioning in the 
marketing and management literature. Yet, clear definitions of the concept are 
scarce. In this thesis research study full-service is defined as “a comprehensive 
bundle of products and/or services, that fully satisfies the needs and wants of a 
customer related to a specific event or problem” (Stremersch et al, 2001).  

2.2.2 Service forms in the Capital Goods Industry 

As stated earlier in the introduction, companies pay more attention at developing new 
services due to the developments in its industry. Therefore, in the next chapter we 
will discuss the internal developments in OEMs to cope with the changes in the 
manufacturing industry. But before we elaborate on this matter, one should be 
familiar with the fact that services can take different forms within the manufacturing 
industry.  
 
Services can be divided in three categories, namely pure services, product related 
services and product based services. The first one, pure service, is a service which 
contains only intangible elements (Johne and Storey, 1998; Mathyssens et al, 1998). 
Banks and Insurance companies are good examples of where pure services can be 
found. This is one side of the service-spectrum. There is also a possibility of a 
service with a combination of tangible and intangible elements, the so called product 
related services (Mathyssens et al, 1998). These services support the offered 
product, and are mainly found at technological companies. According to Howells 
(2004) OEMs develop a product, surround it with a service function, and then bring it 
to the market. He calls this ‘service encapsulation’. The last sort of services is the 
product based services. There is a development among OEMs to offer integrated 
solutions (Slywotzky, 1996; Wise and Baumgartner, 1999; Shepherd and Ahmed, 
2000; Bennett et al, 2001; Foote et al, 2001; Galbraith, 2002; Stille, 2003). Instead of 
the service supporting the product, in the case of product based services, the product 
supports the service. These product based services can thus not be seen as add-on 
services, but should be viewed as an integral building block in a package to cover all 
the customer's needs (Stille, 2003). Since the product based service is not directly 
related to the product, in a way, it can be viewed as a kind of a pure service. 

2.2.3 Product Bundling vs. Integrated Solutions 

There is a difference between integrated solutions and the traditional product 
bundling strategies. Porter (1985) states that a product bundle totally consist of 
standardized components at fixed prices, and is offered only if the customer is going 
to buy the full line of internally developed products, without paying attention to the 
differences in capabilities and needs of the customer. To buyers of capital goods 
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product bundling is important, because it is easy for them to have a supplier that 
takes all the responsibility (Davies 2004). IBM used to offer product bundles in the 
80’s by putting on the market low-cost standardized bundles of personal computer 
software, hardware and service support. Another example is the business aircraft 
manufacturer Cessna. Cessna provides its customers a product bundle at a fixed 
price which includes a plane, maintenance, pilots, a hangar, an office and landing 
fees (Porter, 1985). There is a trend however, that more sophisticated buyers of 
capital goods are less interested in bundling, as they need products and services in 
different combinations, or they have a desire to integrate the product bundle 
themselves, or they differ in their intensity and needs for different products and 
services (Davies, 2004).   
 
Hax and Wilde (1999) state that integrated solutions include product and service 
components that are priced and tailored to the specific needs of the customer. To 
stay with the example of IBM, this company was aware of the fact that to become a 
real provider of integrated solutions, you need to customize individual components to 
every exclusive requirement of the customer, and be prepared to identify the product 
of the customer when this offers the best solution to a customer’s needs. More 
mature providers of integrated solutions want to differentiate themselves from other 
solutions providers by reducing the costs. They try to achieve this by standardizing 
the components that are incorporated into each solution, and by replicating these 
solutions across many customers. Suppliers offer their customers the possibility to 
buy the whole bundle or parts of the bundle, in order to meet the capabilities and 
needs of their customers (Galbraith, 2002). 

2.2.4 Consumer goods vs. Capital goods 

As is stated earlier, this master thesis is focused on the service provisioning related 
to capital goods by companies. As can be logically expected, there is a difference in 
the way companies service consumer goods compared to capital goods. Therefore, 
in this section the difference between the provision of services and solutions as a 
consumer good and as a capital good will be considered. This will be done by 
comparing the unique characteristics of service and solution provision in capital 
goods with the provision in consumer goods.  
 
Services in capital goods are compared to services in consumer goods more 
customized to meet the unique requirements of the customer. In addition, the service 
in capital goods take place during and after a product is delivered to the buyer. Also 
the intensity and scope (range) of services per unit (product) of output is greater with 
services in capital goods. Finally, the services in capital goods are responsible for a 
returning revenue stream during often long product life cycles and provide higher 
margins as well (Davies, 2004).  
 
The characteristics of capital goods just stated, have their influence on the product 
development, manufacturing and use in capital goods. The market of the capital 
goods consists of a few suppliers that deliver high-value goods (capital goods) and 
services to a few large customers (bilateral duopolies or oligopolies). Whereas the 
sale of consumer goods is associated with arm’s-length transactions, suppliers of 
capital goods have long-term contracts with their customers. This makes it possible 
for suppliers of capital goods to provide a set of services that meet the unique 
requirements of the customers at different stages of a long product life. Starting from 
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products conception through design and manufacturing to operation and 
decommissioning (Davies, 2004).  
 
In the case of a consumer good, the customer only receives the service when the 
product has been delivered. Examples of services in consumer goods are short-term 
warranties, maintenance contracts, and other forms of after-sales services. From a 
standardized set of pre-existing services, a customer can select the services that are 
required. In the situation of capital goods however, the after-sales services are 
designed to meet the distinctive needs of the customer throughout the product life 
cycle. So whereas services in consumer goods are provided after the product is 
handed over to the customer, services in capital goods are delivered before the 
actual ‘handing over’. The services in capital goods are offered during the pre-bid 
negotiations, the bid and the execution phases of the project life cycle. Temporary 
project-based organizations carry out the different phases of actions. Examples of 
these temporary organizations are alliances of subcontractors, customers and 
suppliers (Hobday, 2000).    

2.2.5 Movement towards services 

In the former sections it has become clear that different forms of services are present 
at OEMs and that there are good reasons to pay attention to services. In this section 
the focus will be on the deliverables that they offer, and the shift that they are 
making. Since the product based service is not directly related to the product, in a 
way, it can be viewed as a kind of a pure service. Hence, only the product based 
services and the product related services will be considered. 
 
Recent literature on business strategy argues the importance of integrated solutions. 
For an OEM to stay ahead of its competitors, simply offering services is not enough. 
Therefore, firms should concentrate more on delivering high-value services and 
customer-focused solutions, and less on making stand-alone physical products 
(Davies, 2004). Many authors have noticed the trend that OEMs are now offering 
‘integrated solutions’ that are focused on the (internal) processes of the customer 
(Slywotzky, 1996; Slywotzky and Morrison, 1998; Hax and Wilde, 1999; Sharma and 
Molloy, 1999; Wise and Baumgartner, 1999; Cornet et al, 2000; Shepherd and 
Ahmed, 2000; Bennett et al, 2001; Foote et al., 2001; Stremersch et al, 2001; 
Galbraith, 2002; Oliva and Kallenberg, 2003; Sandberg and Werr, 2003; Stille, 2003; 
Davies, 2004; Kumar et al, 2004; Gebrauer et al, 2005; Davies et al, 2006; Koudal, 
2006; Davies and Hobday, 2008; Lindahl et al, 2008). 
 
This trend of transition from being a product producer to service provider can be 
viewed as illustrated by Oliva and Kallenberg (2003). They assume that there is a 
transition line from pure product manufacturers to service providers (see Figure 2.1). 
On one side of the continuum, one can assume a product manufacturer which 
produces core products, with services purely as an add-on to the product. In this 
case, the company’s core products are mainly the generator of profit and revenue, 
whereas the contribution of services is quite low in terms of revenue, profit and 
customer satisfaction. On the other side of the continuum, a service provider is 
assumed whose products are merely an add-on to services. In this situation only a 
small part of total value creation is represented by products. The larger part of total 
value creation stems from services. The transition is based on an extended service 
business, starting with a few product-related services (the left side of the continuum) 
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and ending up with a large number of service offerings (the right side of the 
continuum). 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 2.1: Product service continuum (Oliva and Kallenberg, 2003) 
 
As illustrated in figure 2.1 companies on the left side of the continuum do not place a 
lot of value on services, while on the right side a lot of value is placed on services. 
According to Cohen et al (2006) firms can support service products by deploying 
different business models.  
 
The disposal model implies that the customer disposes the product when it fails or 
need to be upgraded. So no after sales service take place in this situation. In case 
customers seek for low levels of service, companies can use an ad hoc business 
model, which allows customers to pay per use. So in case a customer needs help, 
the supplier is approached. A warranty is an assurance by a supplier to a customer 
that certain facts or conditions are true or will happen. If this is not the case, a 
customer can rely that some type of remedy is followed. The lease model is the same 
as is known in practice. For example cars that are leased to employees of 
companies. In stead of the customer, with leasing, the OEM is the owner of the 
product. The customer pays a fixed price for a fixed time, and has an option to buy 
the product. Cost-plus is a kind of a time and material agreement. In this situation the 
customer pays a fixed price based on the costs incurred by the supplier and a pre-
negotiated margin. When a product’s functioning is critical, companies can use a 
performance-based model, whereby customers pay for services according to the way 
products perform and in which the customer is the owner of the product. Finally there 
is power by the hour in which a customer only pays for the actual used services. So 
for example in case of an aircraft engine a customer is charged for the actual time 
used on the aircraft.   
 
They state that in general business models differ by product ownership. So, the value 
companies place on after-sales services will determine the business models that 
firms can use to deliver them. In the table below the different business models that 
suits the situation for a company is depicted. The business models range from 
traditional owner-ship based models to performance based models for customers 
that do not own the product they use. As can be seen in the table, the higher the 
service priority, the more the business model moves to performance based.  
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Table 2.1: Service priority and corresponding business models (Cohen et al., 2006)  

  
The different business models of Cohen et al (2006) and the product service 
continuum developed by Oliva and Kallenberg (2003) can be combined into one 
model. This is illustrated in figure 2.2. On the X-axis of this figure the different 
business models are set out along the continuum. The more a company moves 
towards the right side of the continuum, the higher the service priority, the closer it 
gets to performance based. This model is used during the interviews. With help of 
this model companies are assessed in the extent they provide services and where 
they are heading to with their service business. 
 
By providing a solution for the internal process, customers can satisfy their needs 
with respect to business and operational needs (e.g. maintenance and support). To 
be able to offer integrated solutions, OEMs need to make a transition from being a 
product producer to a service provider. In section 2.2.6 we will elaborate on the 
matter of the transition process. 
 

Figure 2.2: Product service continuum combined with different business models 

Relative 
importance 
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Relative 
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2.2.6 The Transition Process 

The transition process is described in a graph by Gebauer and Friedly (2005) which 
is shown in figure 2.3. In the origin of the graph one can find the product 
manufacturer. In this situation the OEM is low on service contribution (value creation 
through services) and low on service businesses. The deliverable here is a product 
with a service as an add-on, and the product is the main source of income. If the 
transition process is successful, then an OEM will find itself in the upper right corner 
of the graph. In this condition the company is high on service contribution and high 
on service business. The deliverable is a service and the product is the add-on. The 
companies’ revenue mainly stems from the selling of its services. However, there is a 
possibility that a company does not go successfully through the transition process. In 
this case a firm is high on service business, but low on service contribution. A 
company then has many services and high costs, but does not make a profit from its 
services. Gebauer and Friedly (2005) represent a company in this situation on the 
bottom right corner of their graph.  
 

 
Figure 2.3: Transition from product producer to service provider (Gebauer and 
Friedly, 2005) 
 
As already stated, there is a risk an OEM is not able to go through the transition 
process successfully. In section 2.2.8 the capabilities that a company needs, in order 
to make the transition successfully, will be discussed. Additionally, the strategies a 
company needs to employ in order to become a service provider will be handled. 

2.2.7 Drivers to move towards services 

As stated earlier, OEMs have developed a growing interest in extending their service 
business. Many authors have written about the shift that OEMs move towards 
services. However, there can not an article be found that shows an overview in which 
the drivers to make the shift. This subsection shows what the drivers are for 
extending the service business or the transitioning from products to services. A 
review of the literature is conducted to reveal what is written about the drivers for the 
shift towards service. The review of the literature revealed different factors that drive 
companies towards service provisioning. These drivers are shown in table 2.2. This 
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thesis fills this knowledge gap by empirically exploring the drivers for service 
provisioning in three different industries. 
 
Table 2.2: Drivers found in literature 
Authors 
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Customer demands 
services [X]  [X]  [X] [X]  [X]    

Commoditization 
[X] [X] [X] [X] [X] [X]   [X] [X]  

Financially lucrative 
[X] [X]  [X]   [X] [X] [X] [X] [X] 

Ongoing relationship 
[X] [X] [X]      [X]   

Customer 
satisfaction  [X]  [X]     [X] [X]  

Provide competitive 
advantage        [X]  [X] [X] 

Feedback from the 
field to R&D   [X]         

Require fewer assets 
      [X]     

Increased size 
installed base       [X]     

 

2.2.8 Requirements to make the shift 

From the former chapter it is clear that there are developments in the manufacturing 
industry that drive companies in becoming a service provider. But what is needed to 
become one? What kind of capabilities does a company need to have in-house? And 
what to do if not all the required capabilities are available in-house? A review of the 
literature revealed a number of aspects that have an influence on the transformation 
from a product manufacturing company to a service provider.  
 
Many authors agree on the different capabilities a company needs, in order to 
become a solution provider. There are five capabilities noted in literature, which are 
defined in different ways by different authors. These required capabilities are:  

• Business consulting 
• Financial service 
• Operational service 
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• Systems integration 
• Partnering  

 
Besides having the right capabilities in-house, an OEM should also apply the right 
strategy. If a good strategy is lacking, it is very hard to become a service provider. 
For a more extensive explanation of the required capabilities and strategies the 
literature review of Ougajou (2009) can be consulted. 

2.3 Conclusion  

This literature review is aimed at services related to capital goods. First the services 
that are related to capital goods are considered in general, in which definitions are 
provided, service forms in the manufacturing are discussed and differences between 
services regarding capital goods and consumer goods are emphasized. After this 
delimitation, the movement among OEMs towards services has been discussed. It is 
shown how the shift of OEMs looks like. Also a model is developed, which is used 
during the interviews to asses companies in the extent of their service provisioning. 
Finally an overview of drivers found in literature is presented. 
 
This review revealed that there is a shift among OEMs to focus on the provision of 
services. However, the authors that address the issue of OEMs becoming more 
service-oriented do not go into depth in the real drivers of OEMs. Authors refer to 
(each other) other authors who state that focusing more on services is key for 
success. They make some ‘fashionable’ statements like “earning a steady stream of 
revenue” and “react to competition”. Yet, there has never been a study conducted, in 
which drivers for OEMs to extend their service provision, are empirically researched. 
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3 Research methodology 

In this chapter the research design, relevant population and sampling frame, method 
of data collection and the data analysis will be addressed. 

3.1 Research design 

There are three types of basic research: exploratory, descriptive and explanatory. 
Descriptive research is performed in order to have a good view of persons, events or 
situations (Robson, 2002). According to Saunders et al (2007), explanatory studies 
are conducted to determine causal relationships between variables, whereas an 
exploratory study is carried out to clarify the understanding of the problem. In this 
study the aim is to have a view of three different industries, and how they handle their 
service business. Therefore an exploratory study is chosen to carry out. 
 
A case study is described by Robson (2002) as a strategy to do research involving 
an empirical investigation of a particular phenomenon within its real life context using 
multiple sources of evidence. In this research the case study method is used, 
because the contextual conditions should be covered. Multiple informants from 
multiple capital-intensive companies are contacted for this study, in order to get 
insight in their view regarding services.  

3.2 Relevant population and sampling frame 

This research study is focused on the users, maintenance companies and OEMs 
(manufacturing companies) of capital goods. The definition of an OEM is already 
defined in section 2.2.1. A maintenance company is defined in this thesis report as: a 
firm that operates as a provider of maintenance services on capital goods. These 
firms are often independent from the OEM and user, but this does not hold in every 
case (for instance the copier industry). A user is defined as: a person, organization, 
or other entity that makes use of the capital good. This research is restricted to the 
users, OEMs and maintenance companies that are present in the Netherlands. 
However, to focus on all the industries that are present is too much for a thesis. To 
be more realistic three industries are chosen to focus on. In order to increase the 
generalizability of the study three industries are taken that are quite different from 
each other.  
 
After having consulted with a number of experienced consultants on services from 
Gordian, three industries are chosen on which this thesis is focused. One of the 
industries is the copier market. This industry is characterized as being innovative and 
more willing to implement new business concepts. In addition, in this industry hardly 
any independent maintenance companies exist. It is interesting to see why and how 
the copier businesses were able to prevent other independent maintenance 
companies to enter this industry.  
 
The off-shore industry is characterized as being more conservative and rigid to 
changes. The organizations in this industry prefer to perform their maintenance and 
logistics themselves, and consequently do not outsource this to independent 
maintenance companies.  
 
Finally, the aerospace industry is not as innovative as the copier market. 
Nevertheless, there exist a lot of performance-based logistics (PBL) contracting with 
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independent maintenance companies in this industry. This means that the OEMs 
were not able, or not willing, to create an entry threshold that is high enough to 
prevent independent maintenance companies to become competitors. 
 
In this study assets users, maintenance companies and OEMs are approached. This 
is schematically shown in the matrix below. It is important to note that maintainers 
and OEMs are sometimes the same company, as often seen in the copier industry. 
 

Table 3.1: Sample frame 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

       
 
 

    Copy market        Aerospace        Off-shore 
 
 
To acquire information about a company, the right people needed to be approached. 
Since this research is about the services regarding capital assets, there was a need 
for research subjects that have a good view of how the service business looks like. 
The relevant population was service managers, maintenance managers, and 
managers technical services. Job titles of participants range from “General manager 
technical services”, “Service manager”, “Maintenance manager” to “Vice President 
Component Services”. The participants have been contacted via e-mail or by phone. 
The selected participants were not only contacted with help of existing industry 
contacts from Gordian, but also from the researcher’s own network.  

3.3 Method of data collection 

The primary method of data collection was the in-depth interview, which makes the 
design of this study qualitative. For this research a total of 13 interviews were 
conducted. All participants had no rejection for the interview to be recorded except 
for two. For these interviews extra notes have been made. 13 interviews are in line 
with Kvale and Brinkmann (2009), who state that one should conduct 10-15 
interviews. In-depth interviews are an intentional way of learning about the 
interviewee’s thoughts, experiences, and feelings, because it relies on conversation 
and dialogue. In this study semi-structured interviews were conducted. A semi-
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structured interview “seeks to obtain descriptions of the life world of the interviewee 
with respect to interpreting the meaning of the described phenomena” (Kvale and 
Brinkmann, 2009, p.124).  
 
An appointment was scheduled with the participant for a specific date and time to 
conduct the interviews, after having contact with the participants. The interviews 
lasted 1 to 1.5 hour and were recorded with the approval of participants. Interviews 
were conducted at locations that are convenient to the participant, which were mostly 
the participants (head) office. The interviews were of an open-ended structure, in 
which the respondents were asked about facts of a matter and their opinion about 
events (Yin, 2003). An interview guide is used for the interviews, which exists of pre-
defined questions. The interview can be found in appendix XIII. Every interview 
started with a short introduction in which the goal and need for the interview was 
explained. During the interview emphasises was on asking second questions to 
obtain support for answering the research questions.  

3.4 Data analysis 

After the interviews were conducted, the interviews were transcribed and interpreted 
thematically. For this study an open approach is used for the data analysis. A 
thematic approach was applied to discover and integrate concepts embedded in the 
interviews (Rubin and Rubin, 1995). In addition, Bailey (2007) argues that the 
maximum effectiveness of thematic analysis is reached, if themes are sought that 
address the research questions, if these are framed conceptually, and links among 
them are explored. The themes were extracted from the research question and sub-
questions in order to frame and explore them. This is shown in the analytic 
framework below in figure 3.1. On top the research question is outlined, and in the 
squares the sub-questions. The themes are stated in the circles. The analysis of 
each industry is also presented with help of these themes.  

 
Figure 3.1: Analytic framework; RQ, SQ and themes  

RQ: Are OEMs and maintenance companies making a shift to full-service? 

 

SQ4: Do capital-intensive 
companies actually have a 
vision of their services? 

 

“Vision regarding 
services” 

SQ3: What are the barriers 
for this shift? 
 

SQ2: What are the drivers 
for this shift? 

 

SQ1: In which industries is 
this shift present? 
 

“Drivers and 
barriers” 

 

“Movement 
regarding 
services” 

 

“Current state of 
services” 
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After the interviews are transcribed, all interesting quotes in the interviews to answer 
the research questions were highlighted. For every interview (i.e. every company) a 
table is made with the most important text fragments. Within each of these interviews 
common codes are looked for.  
 
The data analysis consists of a within-case analysis and a cross-case analysis. The 
within case analysis can be viewed as a display of a single case that permits detailed 
analysis. A cross-case analysis allows understanding differences between cases, 
which makes it possible to make a comparison. As stated earlier, this study focuses 
at three different industries, being the copier, aerospace, and the off-shore industry. 
Each of these industries are analysed individually, and in the cross-case analysis 
these industries are compared to each other.   
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4 Within case analysis 

This section presents the results of the within case analysis of the different industries 
considered. First the copier market is handled, then the off-shore and finally the 
aerospace market. In appendix XIV a compressed matrix is provided which gives an 
overview of all the results distilled from the interviews. The following topics are 
covered in the matrix: “current state of services”, “movement regarding services”, 
“drivers and barriers” and “vision regarding services”. In chapter 5 these results will 
be used for the cross-case analysis.  

4.1 copier market 

4.1.1 Current state of services 

The current states of the different OEMs and user in the copier market that have 
been interviewed are depicted in table 4.1. The matrix is based on the answers 
during the interviews with participants from the copier market. The participants are 
presented the product service continuum which is shown and described in chapter 2 
(figure 2.2). The results of the interviews with respect to the topic “current state of 
services” can be found in appendix I, II, III, and IV.  
 
The table shows there is a difference in the way the OEMs service their customers. 
Customers whom core business is printing know exactly how the equipment works 
and understand what document management is. These customers are not interested 
in the services of the OEM. Instead, customers whom core business is not printing do 
have a big interest in services from the supplier. These customers are mostly non-
specialist users of the equipment and want to be relieved of the whole document 
management processes.  
 
One can see in table 4.1 that the companies offer their non-core business customers 
cost-plus and performance based contracts, but this does not correspond to the 
services they offer these customers. From the services they offer to their non-core 
business customers, one can deduce that they actually offer “power by the hour” 
contracts. With a power by the hour contract (in this case pay-per-print contract) the 
OEM wants the customer to print as much as possible, whereas the customer does 
not want this. The OEMs are aware of these unsynchronized objectives, and 
therefore a rise of Document Management Solutions takes place. An example is that 
one of the participants in this study offers a smart “routing system” to make prints. 
Documents of less then X pages are printed locally, whereas prints of more than X 
pages are sent to a central Repro shop run by Company B employees. These 
solutions go even beyond the power by the hour concept. 
 
Table 4.1: Service business copier market 
 Disposal Ad Hoc Warranty Lease Cost 

plus 

Performance 

Based 

Power 

by the 

hour 

Company A   X   X  

Company B   X X X X  

Company C  X X  X X  

Company D      X  
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X = Core business customers     
X = Non-core business customers  

4.1.2 Movement regarding services 

The OEMs and the user in the copier market all agree about how their movement 
concerning services will be. The different quotes of the interviewed companies are 
outlined in table 4.2. These statements indicate that services in the copier market will 
become more important in the near future. The OEMs and the user expect that they 
will move more to the services side on the product service continuum. They expect 
within 10 years to sell much more advanced services and less pure break-fix 
maintenance.  
 
Table 4.2: Service movement copier market 

4.1.3. Drivers and barriers 

As is stated earlier, OEMs in the copier market are already far in providing services 
and still have a drive to expand their service business. This section will discuss these 
different drivers of the OEMs.  
 
In Appendix I, II, III, and IV the drivers and the barriers that have been stated by the 
respondents are identified. It shows that there is some communality between the 
companies in terms of their reasons to focus more on services. The different drivers 
will be addressed below.  
 
Drivers: 
 
Commoditization:  
The OEMs perceive a solution consisting of a hardware core and a service 
surrounding. There is not much difference in the hardware core (i.e. the printers) 
between different OEMs. In other words, the product has become a commodity. 
Therefore the added value to buy from a certain OEM is the service (differentiator) 
that it provides along with its products. So the physical products of OEMs in the 
copier market are actually all alike. It is just with services that they can differentiate 
themselves from competitors. This is why OEMs are offering new customer tailed 
services. 
 
Financially lucrative: 

Company Statement concerning service movement 
Company 
A 

“There is a trend towards here (right). Pay per use. In our business. You 
can say that we are an OEM. But towards corporate customers we are 
moving towards here (right).” 

Company 
B 

“I would expect 10 years ahead...yeah, we would sell much more 
advanced solutions and services. And less pure break-fix maintenance.” 

Company 
C 

“I think we find ourselves mainly at cost-plus and performance based at 
this moment. That we do our business mainly on that area. But with a 
clear vision and strategy to move towards right.” 

Company 
D 

“Yes, more towards full service.” 
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The OEMs want to keep profitable, and therefore can not stay behind on competitors. 
They noticed that they should not solely focus on the sales of their products. This is 
because the margins of the product sales have declined, mainly due to competition 
from low wage East-Asian countries. Thus they are not really making lots of profit out 
of the selling of the initial product. Instead, the margins of services are much higher, 
than on product sales. Hence, OEMs have chosen to provide more services to the 
customer, as they make more profit from it on the long-term. In addition, with the sale 
of a hardware product a company only receives its revenue once. With services 
however, the OEMs sell the service to the customer, and thereby develop an ongoing 
relationship with the customer where every month or quarter revenue is coming in. 
So the OEMs receive a steady stream of revenue. 
 
Relationship: 
When a company offers services to a customer, a lot of interaction takes place 
between them. If these interactions take place in a good way (i.e. services are 
provided well), than the customer will feel more connected to the supplier. In addition, 
an environment of trust is created due to the good experiences with the supplier. As 
a result the customer is more tied to the company, and therefore less willing “to shop 
around”. The customer becomes more loyal and stays in business with the supplier, 
which increases the continuity of the relationship. 
 
In depth knowledge: 
Because of the services that OEMs provide, they have more employees on the site of 
the customer. This gives the OEMs a better view of how their customers are 
performing, and in addition they can obtain a lot of detailed knowledge of the 
business processes of their customers. This creates opportunities for the OEM, to go 
in and offer the customer other services in order to improve their business processes. 
 
Focus on core business: 
Companies want to focus more and more on their core business. If the core business 
of a company is consultancy, then they are not really interested in the printing 
processes. They just want that the printers are working when they are needed. So if 
an OEM is able to take over the printing processes, the user can be relieved of that 
job and can continue focus on their core business. So from the user side it is the 
desire that the OEM manage their printing. Consequently, the OEM fulfills in this 
market need. 
 
Clear financial costs: 
With the provided services it is easier for customers to control their printing. They pay 
per print, so the more they print the more they pay and vice versa. This gives the 
customer more flexibility. In other words, customers have a better control over their 
costs.  
 
Barriers: 
 
The OEMs and the user do not really foresee many barriers. Mostly they think that 
there are many advantages in expanding their service business. There are however 
three barriers mentioned during the interviews, being market acceptation, 
dependence of the customer, and technology change. These will be addressed 
below. 
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Market acceptation: OEMs need to convince the customer of the importance of their 
provided services. For example, in the Netherlands it is normal for a company to 
outsource their company catering to companies like Sodexho or Albron. But it is not 
commonly accepted to outsource document management and printing. In addition, 
most companies believe that these services are reserved for large companies only, 
and not for smaller size companies. The challenge for the OEMs is to persuade the 
customer (mainly small companies) to outsource their printing processes. 
 
Dependence: The customers are afraid to become too dependent of the OEM. If the 
OEM does everything for the customer, there can develop an unhealthy dependence 
of the customer on the OEM. If the OEM notices this, they may abuse their power 
position against the customer.  
 
Technology change: The rate and speed of change of technology is becoming an 
issue when services are concerned. From a services point of view a lot of the 
software that is needed runs on the customers’ IT platform. Consequently, the 
integration of those service solutions with the product is driven by market forces. For 
example, if customers change from running windows XP to windows Vista, then they 
expect the OEM to deal with that. This means that the OEM has to cope with the 
corresponding bug issues and support problems.  

4.1.4 Vision regarding services 

In this section the different visions regarding services in the copier market will be 
discussed. The vision of the different participants in the copier market have been 
identified, and can be found in the matrices in appendix I, II, III, IV.  
 
The results of the interviews show that the OEMs in the copier business do have a 
vision of their service business. They all expect the service part of their business will 
grow and that it will be more important. The profit will not come from the sales of 
“boxes”, but will come from the provided services. However, the OEMs will always 
stay producing products.  
 
In addition, the services that are provided will become more complicated. So the 
OEMs will not only be repairing a malfunctioning product, but will be helping 
customers with more complex problems. To give an example of a more complicated 
service, an example of the accounting firm is used. Every time you print or copy a 
page for a certain client, you want to charge that to their account. The OEM can 
provide the software that calculates the number of prints and the corresponding 
costs. These are new more complex services which will become more important in 
the future. 
 

4.2 The off-shore industry 

4.2.1 Current state of services 

The current states of the different OEMs and user in the off-shore industry that have 
been interviewed are depicted in table 4.3. The table is based on the answers during 
the interviews with participants from the off-shore industry. The results of the 
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interviews with respect to the topic “current state of services” can be found in 
appendix V, VI, VII, and VIII. 
 
The OEMs in the off-shore market are primarily focused on the manufacturing of 
capital goods. They develop the equipment, they transport it on a ship, they install it 
on location, and they commission it. But they are not involved in the service 
afterwards, even though the equipment will be used for 40 years. They do deliver 
some spares, and handle on-demand warranties. So for example if a spool or a small 
pipe is broken, then they deliver a replacement. But that is all about it regarding after-
sales services.  
 
The user of capital goods in the off-shore market is mainly interested in the technical 
specifications of the equipment. The operation and maintenance is done by the oil 
companies themselves. They think that “the chance that I will call a platform builder 
back to do something is quite small”. If they need help from the OEM, then they will 
call him, but this will happen on an ad hoc basis. 
 
Consequently, it is not surprising that the OEMs as well as the user of capital goods 
in this market are mainly in the ‘Ad Hoc’ and ‘Warranty’ area. This can be seen in 
table 4.3. 
 
Table 4.3: Service business off-shore industry 
Company 
 

Disposal Ad Hoc Warranty Lease Cost 

plus 

Performance 

Based 

Power 

by the 

hour 

Company E  X X     
Company F   X     
Company G  X      
Company H  X X     
Company I  X      

4.2.2 Movement regarding services 

The OEMs and the user in the off-shore industry all agree about how their movement 
concerning services will be. The different quotes of the interviewed companies are 
outlined in table 4.4.  
 
Table 4.4: Service movement off-shore industry 

Company Statement concerning service movement 
Company E “We are not moving to full-service. At least we are not interested in it.”  

Company F “For us a full service contract would mean an EPIC contract. That is our 
full-service. Stop. So it is the delivery, installation, and operational 
preparation of the product. And then it is hands-off.” 

Company G “We have made a clear shift towards far outsourcing, including 
management. But now we are coming back on this, by outsourcing 
services and defining those services ourselves.” 

Company H 
 
 

“Eventually we would like to offer fleet management… But at the 
moment we are, by far, not there yet. And we are actually not moving 
that much.”  

Company I “I think it will not happen soon that we move towards that side (services 
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side). Probably we stay doing business-as-usual. Thus Ad Hoc.” 
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The OEMs as well as the users of capital assets have a similar idea of where they 
are heading to with services. Company G used to outsource their maintenance to 
external parties, but are now coming back from this. They still make use of external 
maintenance employees, but the management of the maintenance has moved back 
to Company G. The OEMs Company E and Company Fdo not have an incentive to 
take more responsibility of the assets they manufacture after the sale. They are 
exploring where they could offer some added services like troubleshooting for the 
asset owner, but it is not something that is explicitly stated in the strategies as being 
a core capability where they are heading to.  

4.2.3. Drivers and barriers 

The Off-shore industry can be characterized as a rather traditional industry. The 
OEMs are not far with provision of services, and the users are also not willing to 
outsource their business processes. This section will discuss the different motives for 
companies in the Off-shore industry to not expand their service business. 
 
In Appendix V, VI, VII, and VIII the drivers and the barriers that have been stated by 
the respondents are identified. It shows that there is some communality between the 
companies in terms of their reasons to focus more on services. The different drivers 
will be addressed below.  
 
Barriers 
 
Dependence: 
Oil companies will continue to operate the equipment and carry out the oil 
exploration, they will not outsource the operation of their plant to an external party. 
But also the maintenance of their equipment is not going to be done by another party. 
Oil companies want to stay in control of their entire oil exploration. If an oil company 
lets an external party to maintain its equipment, they become dependent on the 
external party. For example, an industrial hoisting crane is a critical piece of 
equipment on a drilling platform. If the hoisting crane is having a maintenance check, 
then the entire oil production can not continue. Oil companies want to choose when 
these maintenance checks happen, and do not want an external party to decide for 
them.  
 
Conflict of interest: 
Asset owners do not believe it is in their interest to outsource the maintenance to 
external parties. Their opinion is that the asset owner has an entirely other incentive 
than the asset maintainer. The asset owner is interested in cost reduction and 
production optimization, whereas the external party wants revenue and profit 
maximization. And especially with maintenance work, profit margins are not very 
large, hence revenue is more relevant. Consequently, an external party will try to 
charge as much working hours as possible, which is not in the benefit of the asset 
owner. To prevent this conflict of interest asset owners desire to keep the 
management of the maintenance process.  
 
Financial consequences: 
A drilling platform that is not able to produce for one day means that an oil company 
looses a lot of money. As the maintenance manger of Company G stated “A day not 
producing, that’s the amount for which I buy an industrial hoisting crane”. Thus, 
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production loss is not in proportion to the value of a maintenance contract. In other 
words, the amount of money oil companies can save by having the maintenance 
done by an external party is not in relation to the amount of profit loss when 
equipment is not available. To avoid that an external party disrupts the production 
process, they want to have control over their capital assets. And even when an oil 
company agrees on a contract in which the supplier is responsible for the financial 
consequences, the asset owner can only be fined for 2% of its daily revenue loss. So 
for the asset owner it is hard to redress its production loss on the supplier. Moreover, 
an OEM will not be enthusiastic of a maintenance contract of 3 million euro’s a year, 
and thereby risking a penalty of 1 million euro’s a day. Hence, the possibility that an 
external party does not meet the desired performance has a too big financial 
consequence for the oil companies.  
 
Lack of momentum: 
The OEMs in the off-shore industry have not a wish to expand their product portfolio 
with services. They do not want to enter the service area. The board of directors 
does not recognize the relevance of entering the service business. Therefore, no 
studies or market analyses are carried out. There is no imperative from management 
to develop a business case for services. Instead, OEMs are investing in engineering 
companies, they want to expand their engineering business. And these investments 
are meant to be able to realise construction projects (their core business) and not to 
provide services. 

4.2.4 Vision regarding services 

In this section the different visions regarding services in the off-shore industry will be 
discussed. The visions of the different participants in the off-shore industry have 
been identified, and can be found in the matrices in Appendix V, VI, VII, and VIII.  
 
The OEMs in the off-shore industry are not interested in providing services to the 
customer. They are true manufacturers, and are specialized in building large steel 
constructions. Their core capability is engineering, constructing, installing and 
commissioning the capital good for the customer. And they think they are good at it. 
Their opinion is that they can differentiate themselves from competitors by 
developing high-tech customer specific products. According to the OEM the customer 
perceives more added value in the capital good itself, than the potential services that 
can be provided. Therefore, the OEMs focus their effort in developing products that 
meet exactly the technical specifications of the customer. But services (e.g. 
maintenance or spare parts) are not of any interest. The OEMs do not foresee a shift 
in asset management from the user to the OEM. 
 
The owner of the capital asset, in this case an oil company, is mainly interested in the 
capital good itself. They want the capital good to meet their high expectations. The 
management of the maintenance of the capital good will be executed by the oil 
companies self. To be more clear, the oil companies do want to outsource the “do” 
work. Yet, they want to make the decisions themselves about when and where to 
carry out the maintenance. Especially for the critical parts they tend to have a desire 
to be in control of the capital asset (including its maintenance), and to be 
independent of an external party.  
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4.3 The Aerospace industry 

4.3.1 Current state of services 

The current states of the different OEMs and user in the aerospace industry that 
have been interviewed are depicted in table 4.5. The matrix is based on the answers 
during the interviews with participants from the aerospace industry. The results of the 
interviews with respect to the topic “current state of services” can be found in 
Appendix IX, X, XI, and XII. 
 
Table 4.5: Service business aerospace industry  
 Disposal Ad Hoc Warranty Lease Cost 

plus 

Performance 

Based 

Power 

by the 

hour 

Company J  X     X 

Company K  X      

Company L 

 
 X     X 

Company M       X 

 
The OEMs in the aerospace industry are called by the airlines when a certain 
component (e.g. fuel pump, engine) is taken down from the plane. So the OEMs are 
mainly involved with component maintenance. They do not perform any line 
maintenance, only maintenance on component level. The component maintenance is 
mainly performed on a time-material basis, so after every maintenance service, the 
bill is made up.  
 
However, Company J also provides a power by the hour contract, which they call 
Fleet Management Program (FMP). In this FMP contract, the airline pays the OEM 
per flight hour of the engine, and is not responsible for the maintenance of the 
engine.  
 
The maintenance companies in the aerospace industry are active on an AdHoc basis 
as well as on Power by the hour. Thus, there are two kinds of offerings to the 
customer. One offering is; a customer has a component which should be repaired, 
the maintenance company repairs it and bills the airline. This is the time and material 
basis. The other offering is; the maintenance company offers a package of 
components of which they offer the availability, and the airline pays per flight hour.   
 
The users of capital goods in the aerospace industry, which are airlines, are mostly 
interested in availability of their airplanes. They want to be able to fly as much as 
possible with the airplanes. Base maintenance and off line maintenance are 
outsourced to third parties. However, with line maintenance airlines are more 
reluctant with outsourcing, due to the direct relation and impact on daily flight 
schedules. Consequently, the management of line maintenance is performed by the 
airline, whereas the execution is done by third parties. But in the end, the emphasis 
is on power by the hour contracts. 

4.3.2 Movement regarding services 

The different quotes of the interviewed companies are outlined in table 4.6  
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Table 4.6: Service movement aerospace industry 

 
The airlines are satisfied with the current steady-state, and do not want to change the 
current way of working. The third party maintenance company has a preference for 
power by the hour contracts. But if the customer does not want a pay per use 
contract, but rather pay for a repair (time material), then the maintenance companies 
are more than willing to fulfill their need. So, they depend on what the customer (i.e. 
airline) wants. The OEMs also have a desire to expand their service business. This 
can also be seen in the fact that they try to attach a FMP with new airplane engines.  

4.3.3. Drivers and barriers 

The Aerospace industry is a few steps ahead compared to the Off-shore industry in 
terms of their service offerings. The users in this industry are not reluctant of 
outsourcing the management of their capital assets to third parties, and the OEMs as 
well as the maintenance companies are able to take over the management of these 
capital assets. This section will discuss the different reasons for companies in the 
aerospace industry to expand their service business, and what the corresponding 
bottlenecks are. 
 
In Appendix IX, X, XI, and XII the drivers and the barriers that have been stated by 
the respondents are identified. It shows that there is some communality between the 
companies in terms of their reasons to focus more on services. The different drivers 
will be addressed below.  
 
Drivers: 
 
Clear financial costs:  
In the aerospace industry many contracts exist like power by the hour in which an 
airline pays a flight-hour tariff. So, per flown hour an airline pays a fee, and the OEM 
or maintenance company makes sure that the components that are mentioned in the 
contract are available. Every company has a different name for it, for example Fleet 
Management Program. As operator of an airplane (i.e. airline) a power by the hour 
contract offers the possibility to know what the costs will be in the future. So, an 
airliner is able to foresee what the costs will be every month or year which gives him 
some financial assurances. This means that a flight-hour contract is perceived by an 
operator of an airplane as a financial visible product.  
Higher margins with services:  
The OEMs in the aerospace industry realize that solely focusing on selling 
manufactured products is not profitable anymore. The margins on the sales of 

Company Statement concerning service movement 
Company 
J 

“This stays stable, and on this side is where the growth is. So, there is 
absolutely a movement towards this side. This is quite stable” 

Company 
K 

“So, we stay on those components. There is nobody who is occupied 
with the nose-to-tail concept.” 

Company 
L 

“Yes. It is of course what the market wants. But we prefer power by the 
hour… Our preference is for power by the hour.” 

Company 
M 

“No. We are satisfied with the current steady-state. So, the relation with 
Nayak is good. It is a nice collaboration that we want to continue.  



 38 

components (e.g. engines, propellers) are small. The margins of services, however, 
are high. Thus more money can be earned on the maintenance, repair and spares 
side. (As is stated by the participant from P&W: “Beyond Economical Repair”)?!?   
 
Assurance of labour: 
Suppliers (i.e. OEMs and maintenance companies) want to offer flight-hour contracts 
to customers, as these contracts assure that the customer will come back for work 
(e.g. repair, overhaul, etc). With time and material (i.e. on Ad Hoc basis), suppliers do 
not know when and if a customer comes back for a repair or overhaul. However, 
when a customer agrees on a long-term agreement (e.g. FMP) with a supplier, the 
customer becomes more committed to the supplier. In other words, a customer gets 
locked in, and consequently is less likely to shop around. As a result, suppliers are 
guaranteed of labour work and receive a steady stream of revenue.  
 
Focus  on core business: 
Airlines are mainly interested in transporting persons and goods from place A to 
place B. This means that uptime of their airplanes is critical. Airlines do not want to 
handle other businesses like spare parts inventory control, availability, maintenance 
checks etc. They want to focus on their core business, which is flying.  
 
Barriers:  
 
Dependence: 
On the one hand airlines want to focus on their core competences. They do not want 
to put energy in other issues regarding the airplanes like maintenance and 
availability. Therefore airlines are eager to outsource these ‘other’ business 
processes to third parties. However, airlines are aware of the fact that the more they 
outsource, the more they become dependent of an external partner. Hence, there is 
a risk among airlines to become too dependent. Base maintenance and off-line 
maintenance does not have a direct influence on the airlines’ operation. But line 
maintenance, in which all components are still on the airplane, does have a direct 
impact on the daily operation. Airlines are therefore willing to outsource services (e.g. 
base maintenance) to a third party provided that it has not a too big impact on the 
daily flight schedule. But line maintenance is taken care by the airline self. Thus, 
airlines want to be free to make decisions regarding their operation, and do not want 
to be influenced by a third party. 
 
Market acceptation: 
OEMs are originally not a service provider. Therefore potential clients should first be 
made aware that the OEMs actually provide certain services. The OEMs that have 
been approached in this study agree that it is important to create brand awareness in 
the aftermarket and to convince airlines of the importance their services.  
 
Many airlines that used to do business on a time-material basis need to be convinced 
of the new concept of flight-hour contracts. It is important to note that with a flight-
hour contract, airlines’ components that need to be repaired end up in a pool. This 
means that it is possible that a component of 2 years old goes into the pool, and in 
return a 4 year old component is returned back to the airline. Even though the 
component is as good as the other component in terms of technical condition, some 
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airlines still have troubles with this. And it is a challenge for suppliers to convince 
customers that the component is of high quality. 
 
Besides the components pool, with a flight hour contract, it can happen that the 
airline pays a higher amount of money than 2 years ago when they worked on time 
material basis. Since time material involves many fluctuations each year, it is always 
possible to find a year in which the costs are lower than when a flight hour contract is 
used. For a maintenance manager to explain this to the board of directors can be 
difficult. This demonstrates the difficulty for suppliers to convince the client the 
attractiveness of their services.   

4.3.4 Vision regarding services 

In this section the different visions regarding services in the aerospace industry will 
be discussed. The visions of the different participants in the aerospace industry have 
been identified, and can be found in the matrices in appendix IX, X, XI, and XII.  
 
The airliners will stay focus on its primary business, which is offering flights of high 
quality level. This means that they will continue outsource the base maintenance and 
component maintenance.   
 
The OEMs and the maintenance company foresee that the service business will grow 
in importance. They all expect that the work volume will increase. In effect, this 
means that they will carry out more repairs and overhauls for their customers. They 
also have a desire to offer more full-service contracts. These agreements between 
supplier and customer are given different names by the supplier (e.g. Total Care 
Product, Fleet Management Program, Power by the hour) but actually comprise the 
same. They want to go to a situation in which they are able to service the installed 
base. In other words, they want to say to a customer “We will make sure that the 
airplane stays operational, and will do everything to achieve this”.  
 
Both the OEMs as the maintenance companies expect that within 5-10 years, a fierce 
battle will take place between OEMs and maintenance companies. OEMs like Boeing 
try to capture the power by for example forcing second tire suppliers to deliver via 
Boeing. Customers can then only place their orders on Boeing.com. The OEMs use 
these kinds of tricks to prevent maintenance companies to repair components. On 
the other hand big players like company L and Lufthansa are suffering from this, and 
it can be expected that there will be a countermovement from the maintenance 
companies. The bottom line is that all players in the aerospace industry are aware of 
the fact that the one who can offer a total care product will survive in the aerospace 
market.  
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5 Cross case analysis 

This section will discuss the results of the cross-case analysis of the three industries 
considered. Based on the results of the within case analysis from the former section, 
the cross-case analysis is conducted.  

5.1 Current situation 

In the copier market customers are offered to pay per print. The customers are not 
the owner of the device, they only have agreed on a contract in which the price per 
print is stated. Besides the price, also terms like uptime and availability are 
represented in the contract. In addition, the customer does not have to worry about 
toner, paper etc. This is all taken care of by the OEM. Moreover, the OEMs go further 
than only offering pay-per-print contracts, they even take entire reproshops over 
including personnel.  
 
In the aerospace industry common like contracts as in the copier market exist. 
Contracts are offered to customers (i.e. airlines) that are based on pay-per-flight (e.g. 
Power by the hour). These contracts are also called Performance Based contracting. 
These contracts are offered by OEMs as well as maintenance companies. With these 
contracts the airline does not anymore need to manage the availability and 
maintenance of certain components of an airplane. This is all taken care of by the 
suppliers (i.e. OEMs and maintenance companies). However, where entire 
reproshops of the customer are manned by the OEM, this is not the case in the 
aerospace industry. The OEMs in this study do not take over the cockpit crew, and 
do not fly the airplane. So the operations of an airline are not carried out by the 
supplier. In addition, the OEMs and maintenance companies carry out corrective 
services. This is a situation where the airline requests the supplier to repair a certain 
component. These requests occur randomly (i.e. Ad Hoc) and are on a time material 
basis. 
 
In the offshore industry there exist no contracts like in the copier business (pay-per-
print) or in the aerospace industry (pay-per-flight hour). In this industry the suppliers 
are principally focused on engineering. So they want to be able to develop new 
capital goods that are customer tailed. They are willing to be involved in the 
development, instalment and the commissioning of the equipment. But after the sale, 
“it is hands-off”. The only service OEMs do offer is some sporadic trouble-shooting 
and ad hoc repairs.  
 
This can also be seen in the answers of the respondents about the level of after-
sales service provisioning. In table 4.1 the answers of the respondents from the 
copier industry regarding their after sales services is shown. One can see that the 
emphasis is on performance based contracting. In table 4.4 a same table for the off-
shore industry is shown, which shows that the OEMs mainly carry out unplanned 
services for the customer, which is in line with their views about service offerings. 
Finally the respondents in the aerospace industry offer unplanned services (Ad Hoc) 
as well as planned services (power-by-the hour). This is also in line with their 
services offerings discussed above. 
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5.2 Movement regarding services 

The OEMs in the copier business expect that in the near future they will sell more 
complex solutions to the customer. It is important to note that this will not mean 
OEMs will stop being a manufacturer. The selling of more advanced solutions will not 
occur at the expense of the manufacturing part of the OEMs. So they will remain 
producing capital goods, but they just further expand their service portfolio. The 
aerospace industry is not as far with service provisioning as the copier industry. The 
OEMs also recognize that there is still room for development of performance based 
contracting concepts. In other words, they have a drive to move to the right on the 
product service continuum. This trend of moving to the ‘right’ is not observed in the 
off-shore industry. The participants in this study from the off-shore industry do not 
anticipate a shift towards services.  
 
A comparison is illustrated in figure 5.1 in terms of the current state and movement 
concerning services is depicted. The thickness of the arrow represents the 
magnitude of the desire to move towards services.  
 

 
Figure 5.1: Comparison of the position and movement concerning services  

 

5.3 Drivers and Barriers 

This subsection will analyze the drivers and barriers that have been identified in the 
within case analysis. The factors that have positive and negative influences on the 
extent in which a company is developed in terms of service providing, have been 
addressed in the former section. Now the drivers and barriers identified in the 
different industries will be compared to each other. In table 5.1 all the identified 
drivers and barriers per industry are displayed.  
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Table 5.1: Comparison drivers and barriers 
 Copier Aerospace 

 
Off-shore 

Drivers:  
 

  

 Commoditization Higher margins with 
services 

 

 Financially lucrative 
 

Assurance of labour  

 Relationship 
 

Focus on core business  

 Focus on core 
business 

Clear financial costs  

 In depth knowledge 
 

Longer life cycles  

 Clear financial costs 
 

  

Barriers  
 

  

 Market acceptation Market acceptation Conflict of interest 

 Dependence Dependence 
 

Dependence 

 Technology change  Financial 
consequences 

   
 

Lack of momentum 

 
As can be seen in table 5.1 the participants of the off-shore industry were not able to 
mention any drivers to move towards services. Only challenges have been named. 
The participants in the copier industry and the aerospace industry did appoint a 
number of drivers and barriers. Table 5.1 shows 19 different drivers and barriers that 
have been identified from the interviews.  
 
However, there is some communality in the drivers and barriers of the different 
industries. First the driver “financially lucrative” which is identified in the copier 
industry has a lot in common with the driver “higher margins with services” in the 
aerospace industry. These two drivers can be called both “financially lucrative” as 
both indicate the same. So the driver “financially lucrative” has a positive effect on 
the intention for a company to move towards services.  
 
The drivers “relationship” from the copier and “assurance of labour” from the 
aerospace actually mean the same. So in both industries, due to the fact that by 
providing services to the customer, a customer is locked in, is a motivator to move 
towards services. These drivers will be clustered under the name “ongoing 
relationship”.  
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The driver focus on core business has been appointed in both the aerospace and 
the copier business. So in both these industries users of capital assets experience a 
relief when an external party handles their equipment.   
 
The barrier “Conflict of interest” from the off-shore industry and the barrier “market 
acceptation” from the other two industries also resemble the same. They both 
indicate that the user of a capital asset is afraid to outsource, because of a lack of 
faith in the supplier. These two barriers can be clustered as “lack of trust”. 
 
Dependence is a factor which is seen as a barrier in all three industries. So in all the 
three industries the outsourcing company is afraid to become too dependent of the 
supplier. Especially, when the supplier manages a piece of equipment that has a 
direct impact on the core business of the outsourcing company.  
 
This leads to the following list of general drivers and barriers. In this list the former 
drivers that can be found in table 5.2 are replaced by the new clustered headings. 
The resulting total number of drivers and barriers in this table is 12. 
 
Table 5.2: List of drivers and barriers 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Drivers Barriers 

Financially lucrative Lack of trust 
 

Ongoing relationship 
 

Dependence 
 

Focus on core business 
 

Technology change 

Commoditization Financial consequences 

In depth knowledge Lack of momentum 

Clear financial costs  

Longer life cycles  
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6 Design of the framework 

Chapter 5 showed a number of drivers and barriers that have an influence on the 
extent in which a company provides services. These drivers and barriers are shown 
in table 5.2 (chapter 5). In this chapter each of the drivers and barriers will be 
addressed, and confronted with the drivers stated in chapter 2. Then a framework 
based on the found drivers and barriers will be presented. Afterwards, the results of a 
Round Table Meeting (i.e. “kennissessie”) are discussed in subsection 6.2. After that, 
the clustering of the different drivers and barriers will be discussed. Finally, in 
subsection 6.4 an adapted framework will be shown in which al the clustered drivers 
and barriers are shown.  

6.1 Confrontation Drivers and Barriers with Theory  

In section 5.3 the different drivers and barriers that have been identified in this study 
are presented. Seven drivers have been identified from the interviews with the 
participants in this study, which are addressed below: 
 
Financially lucrative: Stands for the higher profit a company can make, due to the 
higher margins of services and receive a steady stream of revenue coming in. This is 
in line with Davies et al (2006) who state that OEMs of capital goods move 
downstream into service-intensive offerings, in order to expand revenue streams and 
increase profitability. This is mentioned by eight authors in literature, which can be 
seen in table 2.2.  
 
Ongoing relationship: Which means that a company can retain its customers for a 
long time period when it provides them services. By offering good services, 
customers become more loyal and stay in business with the supplier. This is in line 
with Stremersch et al (2001), who argue that by offering full service contracts, 
companies can have longer lasting relationships wit their customers. This is also 
mentioned by three other authors, which can be seen in table 2.2. 
 
Focus on core business: By offering full-service concepts, companies are able to 
relief their customers from their secondary business processes. This way, customers 
do not need to put effort and energy in less important business processes, and are 
able to focus on their primary process.  
 
Commoditization: Points out the resemblance of the products in an industry. When 
there are no big differences between the products of suppliers in an industry, then 
companies can differentiate themselves from competitors by offering services. This is 
in line with Shepherd and Ahmed (2000), who state that due to increasing 
commoditization of product components companies are pushing ahead into services 
to distinguish themselves from rivals. Seven other authors agree on this, and can be 
seen in table 2.2. 
 
In depth knowledge: Companies can obtain a better understanding on how their 
customers use their products. This is in line with VenderMerwe and Rada (1988), 
who state that by offering companies services they in fact are able to get a better 
understanding of whether they themselves are on the right track. 
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Clear financial costs: Due to contracts like pay-per-print or pay-per-flight, firms are 
able to foresee what the costs will be every year. As a result, firms have a higher 
financial assurance.  
 
Longer life cycles: Capital products are having longer lifecycles. The operating 
lifetime of an engine can go up to 30,000 hours. So, when you can sell spare parts, 
you are already 4 years further. This makes it lucrative to service a product that will 
be working for a long time (e.g. 40 years). This is in line with the findings of Hobday 
et al (2005) who state that OEMs have developed strategies to generate revenues 
through all stages in the operating life cycle of the capital good (e.g. a train), from 
services such as maintenance, renovation spare parts sales, and asset 
management. By offering these services OEMs can generate high margins for a long 
period of time.  
 
Next to the drivers, four barriers have been identified which are addressed below: 
 
Lack of trust: If customers do not want to commit to a service contract, due to a lack 
of trust in the supplier. Gebauer, Fleisch and Friedli (2005) also address the issue 
lack of trust and state that when a supplier helps maximize all processes associated 
with the supplier’s product, it acquires an intimate knowledge of the customer’s 
operation. The corresponding risk is that customers might not be willing to share this 
intimate knowledge with suppliers 
 
Dependence: This barrier indicates the anxiety of customers to be too dependent on 
the supplier. VenderMerwe and Rada (1988) also argue that customers may resent 
overdependency if it decreases their freedom and they don’t readily see the benefits. 
 
Financial consequences: This barrier stands for the disproportionate high downtime 
costs which can not be redressed to the supplier of a service. Customers are 
reluctant to services contracts, when there is a risk of a supplier not performing 
properly. 
 
Lack of momentum: This barrier points out the fact that the management of a 
company is not interested in services, but has other priorities. This is in line with 
Gebauer, Fleisch and Friedli (2005) who state that managerial motivation is essential 
to extend the service business. In addition, Oliva and Kallenberg argue that 
managers do not believe in the economic potential of extended service business. 

6.2 Round Table Meeting 

From the drivers and barriers discussed in the former subsection, a framework is 
developed which is depicted in figure 6.1. In this framework the green factors 
represent the drivers, whereas the blue factors characterize barriers. This frame work 
is presented to a group of experts in the field of service logistics (consultants of 
Gordian). The goal was to evaluate the findings by having a Round Table Meeting 
(i.e. Kennissessie). During this Round Table Meeting the consultants were asked to 
critically examine the framework. Based on this discussion a number of factors came 
up which, according to the experts, needed to be included in the framework. These 
factors will be addressed below.  
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Figure 6.1: Framework of identified driver and barriers 

6.2.1 Size Installed Base 

From the discussion during the Round Table Meeting the issue of size of the installed 
base came up. The experts believe that when the installed base of a company 
consists of many products, then it is more likely to service the products. In case of a 
large installed base, a supplier can obtain much knowledge from the field. In addition, 
due to synergy effects and economies of scale, suppliers are able to offer services 
more efficiently and at a lower price. It basically does not pay their customers to do it 
themselves. Thus, having a larger installed base forms an opportunity for suppliers to 
offer services along with their products, due to their competitive advantages over 
their customers. This is in line with Auramo and Ala-Risku (2005) who argue that in 
many industries, the number of units in the installed base is an order of magnitude 
greater than the number sold annually. The combination of an expanding installed 
base and a stagnant product demand has driven OEMs to focus more on services. 

6.2.2 Knowledge present at customer 

Besides the size of the installed base, another factor is identified which is important 
in becoming a service provider. This is the extent in which customers have 
knowledge of their products. For a customer to be able to manage and maintain its 
equipment, it should possess (besides the necessary resources) a thorough 
knowledge of the equipment. If a customer is lacking knowledge regarding the 
equipment, it is hard to ‘keep the motor’ running. This lack of knowledge on the side 
of the customer can serve as an opportunity for a supplier to step in and fill in this 
market need. A supplier does own the knowledge and is therefore able to know how 
to maintain the equipment. Therefore, the lower the knowledge of a customer 
regarding its equipment is, the more likely a supplier is able to offer supporting 
services to its customer.  
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6.3 Clustering of factors 

The different drivers and barriers that have been identified can be clustered into 
groups. In this section the naming (clustering) of these different groups will be 
discussed. 

6.3.1 Advantages for supplier 

The drivers ‘In-depth knowledge’, ‘Ongoing relationship’ and ‘Financially lucrative’ are 
factors that are advantages for the supplier of services. These drivers will be grouped 
under the heading “Advantages supplier”. Thus, if a company extends its product 
portfolio with services it will have the advantage of: 

• gaining a better understanding on how their customers use their product (in 
depth knowledge) 

• retaining customers for a longer time period (ongoing relationship) 
• making more profit due to the higher margins of services and receive a steady 

stream of revenue coming in (financially lucrative) 

6.3.2 Advantages for customer 

The drivers ‘Focus on core business’ and ‘Clear financial costs’ are factors that are 
advantages for the customer of services (i.e. the buyer of a service). These drivers 
will be grouped under the heading “Advantages customer”. So, if a company 
outsources certain business processes, by buying a service, it will have the 
advantage of: 

• Being able to focus on the most important processes of its business, and not 
be bothered with less important processes (focus on core business) 

• Being able to foresee what the costs will be every month or year, which offers 
financial assurances (clear financial costs)  

6.3.3 Product characteristics 

The drivers ‘Commoditization’, ‘Technology change’ and ‘Long product life cycle’ are 
factors that are mainly describing the characteristics of a capital good in a certain 
industry. These factors will be grouped under the heading “Product characteristics”. 
So, if a capital good can be characterized as: 

• A commodity; the products of the suppliers are all a like, and the best way to 
differentiate from competitors is by offering services 

• Having a long product life cycle; it is lucrative to service a product that will be 
working for a long time (e.g. 40 years) 

6.3.4 Faith issues 

The factors ‘Lack of trust’, ‘Dependence’, and ‘Financial consequences’ are barriers 
that basically describe the relationship between the customer and supplier. These 
factors will be grouped under the heading “Faith issues”. Thus when there is a lack of 
trust and a big dependence of the customer on the supplier, then the result will be 
that the supplier will have much difficulties to offer full-service concepts. The same 
holds for the situation in which downtime costs are disproportionate high, and the 
downtime risks can not be redressed on the supplier of the service. 
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6.3.5 Lack of momentum 

The factor ‘Lack of momentum’ describes the fact that the management of a 
company is not interested in services, but has other priorities. This factor has a 
negative influence on the development of a company as a service provider. 

6.3.6 Market characterises 

The factors ‘Size Installed Base’ and ‘Knowledge present at customer’ are factors 
that describe the characteristics of the market.  Consequently these factors will be 
grouped under the heading “Market characteristics”. So, a supplier is more willing to 
become a service provider if: 

• the size of the installed base is large (size installed base) 
• the customer lacks knowledge regarding the equipment (knowledge present at 

customer) 

6.4. Adapted framework 

Based on the feedback from the experts during the Round Table Meeting, the 
framework is adapted. The participants of the Round Table Meeting recognized the 
factors shown in figure 6.1, but there were some complementary factors added to the 
model. The factors ‘Size Installed Base’ and ‘Knowledge present at customer’ are 
included in this frame work and are shown in figure 6.2 below. These additions make 
the framework more complete. Besides, the drivers and barriers are grouped 
together in the manner described in the former subsection.   
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Figure 6.2: Framework with drivers and barriers 
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7 Conclusion  

In section 7.1 the answers on the research-questions will be presented. In section 7.2 
the limitations of the study will be discussed. In section 7.3 the implications for 
practitioners are given. And finally in section 7.4 the directions for future research are 
given.  

7.1 Conclusion 

The research question, on which this study is based, follows from the problem 
statement and reads as follows: 
 
Are OEMs and maintenance companies of capital goods making a shift to full 
service? 
 
A set of sub-questions is defined in order to answer the main research question: 
 
Q1: In which industries is this shift present? 
 
Q2: What are the drivers for this shift? 
 
Q3: What are the barriers for this shift? 
 
Q4: Do companies in the capital goods industry actually have a vision of their 
services? 
 
In chapter 2 a literature review has been conducted aimed at services related to 
capital goods. First the services that are related to capital goods are considered in 
general, in which definitions are provided, service forms in the manufacturing are 
discussed and differences between services regarding capital goods and consumer 
goods are emphasized. After this delimitation, the movement among OEMs towards 
services has been discussed. It is shown how the shift of OEMs looks like. Also a 
model is developed, which is used during the interviews to asses companies in the 
extent of their service provisioning. Finally an overview of drivers found in literature is 
presented. 
 
This review revealed that there is a shift among manufacturing companies to focus 
on the provision of services. However, the authors that address the issue of OEMs 
becoming more service-oriented do not go into depth in the real drivers of OEMs. 
Authors refer to (each other) other authors who state that focusing more on services 
is key for success. They make some ‘fashionable’ statements like “earning a steady 
stream of revenue” and “react to competition”. Yet, there has never been a study 
conducted, in which drivers for OEMs to extend their service provision, are 
empirically researched. 
 
In chapter 4 a within case analysis has been conducted which resulted from the in-
depth interviews. The first sub-question is stated as follows: 
 
 
 
 

Sub-question 1:  In which industries is this shift present? 
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In section 5.1 and 5.2 the current state of the service business and the movement 
towards services of the different industries has been discussed. This discussion 
indicated that among some industries there is a shift taking place.  
 
The copier business and the aerospace industry companies are busy in the process 
of shifting. The aerospace industry, however, is not as far with service provisioning 
as the copier industry. However, this trend of taking over the end-user business 
processes (i.e. the movement towards the right side of the continuum) does not 
appear to exist in the off-shore industry. Literature states that OEMs are extending 
their service offering, providing customers with full-service contracts. This is in 
contradiction with the findings of this study. The trend of offering full-service solutions 
does occur in some industries, but can not be generalized over all industries.   
 
A comparison in terms of the current state and movement concerning services is 
depicted in figure 7.1. The place of the arrow on the graph represents the current 
state of the service business compared to those of other industries. The thickness of 
the arrow represents the magnitude of the desire to move towards services. 
 

 
Figure 7.1: Comparison of the position and movement concerning 
 

 
 
 
 
The rationale for the transition from products to services or extending the service 
business progresses along three lines, being: financial, marketing and strategic. The 
fact that a more stable source of revenue derives from services, services offer higher 
profit margins, and services have substantial potential revenue constitute the 
financial benefit. This substantial revenue can be generated due to a high installed 
base of products with a long life cycle. The marketing opportunities can be 
understood as better meeting the needs of the customer. With services an OEM can 
relief its customer from certain (mostly secondary) business processes and can 
retain its customers for a longer time period. Finally, there are strategic arguments. 
Due to the intangibility of services and by virtue of being more labour dependent, 
services offer the OEMs competitive advantages that might be more sustainable. 

Sub-question 2:  What are the drivers for this shift? 



 52 

Hereby, OEMs can overcome the commoditive character of their products and 
differentiate themselves from competitors. 
 
 
 
 
 
In section 5.3 the different barriers that have been identified in this study are 
discussed. The following barriers have been identified: Lack of trust, Dependence, 
Financial consequences and Lack of momentum. These barriers can be divided into 
two categories, which are internal and external barriers. The internal barriers are the 
barriers that the OEM (i.e. potential service provider) faces, whereas the external 
barriers are faced by the customer. The internal barriers comprise of the lack of 
momentum from management to focus more on services, and the disproportional 
financial consequences as a result of not meeting the requirements of the customer. 
Next to the internal barriers, there are external barriers. The external barriers 
embrace the lack of trust of the customer in the OEM of the service and the anxiety 
of the customer to become too dependent on the OEM. 
 
 
 
 
 
The participants in the copier industry expect that the service part of their business 
will grow and that it will be more important. The profit will not come anymore from the 
sales of “boxes”, but will come from the provided services. In addition, the services 
that are provided will become more complicated. So the OEMs will not only be 
repairing a malfunctioning product, but will also be helping customers with more 
complex problems. 
 
The participants in the off-shore industry are not interested in providing services to 
the customer. Their opinion is that they can differentiate themselves from competitors 
by developing high-tech customer specific products. Customers are mainly interested 
in the technical specifications of the capital good. They want the capital good to meet 
their high requirements. The management of the maintenance of the capital good is 
carried out by the customers themselves. Hence, the suppliers are investing in R&D 
and engineering, yet are lacking a vision for services. 
 
The participants in the aerospace industry foresee that the service business will grow 
in importance. In effect, this means that more repairs and overhauls will be carried 
out. In this industry performance based contracts are possible and are offered to 
customers. In addition, the participants in the aerospace industry expect that within 5-
10 years, a fierce battle will take place between OEMs and maintenance companies. 
They believe that the one who can offer a total care product will survive in the 
aerospace market. 

7.2 Limitations of the study  

To start with, the qualitative nature and research methods of the study have made it 
an excellent starting point for empirical validation. On the other hand, it makes the 
interpretations of the results questionable. The methods applied in this study had the 

Sub-question 3:  What are the barriers for this shift? 

Sub-question 4:  Do companies in the capital goods industry actually have a 
vision of their services? 
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primary goal to identify a movement among OEMs towards service provisioning, and 
what the corresponding drivers and barriers are. The study, however, lacks the 
insights which more quantitative methods can offer. Even though the underlying logic 
is strong, it is hard to form conclusions about the significance of the findings. 
 
To enhance internal validity, each industry entails four interviews. Even though the 
case selection is carried out as broad as possible and in line with the research 
questions, some bias may exist. In order to oppose bias more interviews can be 
included. 
 
Regarding generalizations, it is also interesting to assess how other industries 
perceive the opportunities services bring about. In these other industries, one can 
look for a shift among OEMs towards service provisioning. Therefore, it would be 
interesting to research other industries. 

7.3 Recommendations for future research 

This study has not investigated quantitatively what magnitude the effect of each 
barrier and driver has on the extent of service providing by a company. Future 
research can elaborate more on the effect of the drivers and barriers, by conducting 
a quantitative empirical validation of the drivers and barriers depicted in the 
framework in figure 6.2. With help of the findings of a quantitative research, a 
hierarchy of the effects of the different drivers and barriers can be determined.  
 
As stated earlier, only three industries are issued in this study. Even though the 
industries are selected as broad as possible, it is still restrained to those three 
industries. Future research could incorporate other industries, in order to be able to 
make more generalized conclusions.  
 
In chapter 5 the drivers and barriers identified during the interviews within the 
different industries have been compared. There are however other factors that also 
have an influence on service provisioning. These factors, which are derived from a 
research conducted by a Hekkenberg and Moredo (2009) at the Delft University of 
Technology, are basically fundamental differences between the industries which 
have a big influence on the degree of development in terms of service provisioning. 
Two factors are identified that could have a significant influence on the way industries 
handle services. These factors are ‘Rules and regulations’, and ‘availability of data’. 
Each of these factors will be addressed below. 
 
Rules and regulations 
The aircraft industry is a unique industry where tolerance for errors is extremely low 
(virtually every crash with a passenger jet makes global news). Consequently, the 
operation of aircrafts is bound by many rules and regulations, from national and 
international authorities. Certificates are necessary for each component used, in 
order to ensure that all parts installed on an aircraft actually meet the highest quality 
standards they are expected to have. Besides, certificates are required for operating 
an aircraft and for performing maintenance on an aircraft. The authorities determine 
the ‘basic’ maintenance of the flight essential components. Due to these many rules 
operators often want or need to be relieved of the burden of responsibility for 
maintenance and will board out the maintenance.  
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This strict regime of rules and regulations is neither present in the off-shore industry 
nor the copier industry. These strict rules in the aerospace industry make it possible 
that other parties can take over the maintenance of the equipment. External parties 
are bound to the rules and regulation of authorities. Therefore airlines are assured 
that the quality of the services (i.e. maintenance) from the supplier will meet a certain 
quality level.  
 
Therefore if in the future a research is conducted, in which the drivers and barriers 
depicted in the framework in figure 6.2., are quantitatively assessed, then the regime 
of rules and regulations of an industry should be considered as well.   
 
Availability of data 
The tools developed to prevent failure of aircraft are very developed. For instance, 
extensive industry-wide failure and maintenance databases are set up, in which data 
from various operators is collected. Also, crucial equipment (e.g. the engines) is 
monitored in real-time. This allows an analysis of occurring problems while the 
aircraft is still in flight, and, if necessary, have a repair crew on standby by the time 
airplane lands at the airport. As a result, delays due to failures are minimized. So, all 
operational, failure, maintenance and inspection data are recorded (because of 
regulations) and stored in industry-wide databases. These can be used for updating 
maintenance planning by the operators or manufacturers. Thus all relevant 
information for the maintenance is present. 
 
In the off-shore industry this information is not as much present as in the aerospace 
industry. External parties have more difficulties to offer availability contracts, as there 
is not much data concerning failure.  
 
Therefore if in the future a research is conducted, in which the drivers and barriers 
depicted in the framework in figure 6.2., are quantitatively assessed, then the 
availability of data in an industry should be considered as well.   
 
 
 
. 
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