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Abstract

Servitization strategy has become more popular recently within academic literature. Achieving

sustainable competitive advantage, based upon services provision, is claimed to be a viable

proposition for modern businesses. A strategic view emerging from the literature is that offering
services enables closer and longer -term customer relationships. This relationship directs
RUJDQL]DWLRQVY PDUNHWLQJ RIITHULQJV WRZDUG FXVWRPHUVYT QHHGV
dynamic changes in the bus iness environment. There has, however, been little evidence
captured on the application of aspects of servitization within real estate development. Prompted

by the expected outcome of a servitization strategy, this research is conducted to investigate
serv itization in the context of the Jordanian real estate development to identify the prospects

and challenges of servitization for the real estate development industry, and to examine the role

of servitization as a source of competitive advantage through the lens of the Resource -Based
View Theory. A qualitative case study research is adopted, and the principles of the Delphi study

have been applied. The research examines eight real estate development companies managing

multiple building projects in Jordan. Dat a was collected from the case studies in incremental
multiple stages. The primary data was collected using a series of open -ended questions based on
three rounds of Delphi: 42 interviews were carried out in the first round, followed by 23

interviews in the  second round and 11 interviews in the third round.

The findings indicate that service provision has become an essential element of the real estate
development project. The output of the real estate development industry becomes systems of
both project components and added services. These systems are the result of servitization

strategies in the real estate development industry that shifts its focus from only designing and
selling a physical output to deliv ering systems of services integrated to the project , which
together are capable of adding more customer value. The research ident ifies several types of
services, which are used to develop the four categories of servitization in the real estate
development industry. These categories are referred to as project -oriented, product -oriented,
customer -oriented and service -oriented. The research develop s the value chain of  servitization
strategy and it was found that offering services in real estate development is an incremental
process (e.g. based upon circular, iterative and on -going development). Offering basic services
such as project -orientated service s and product -orientated service s adds more value f or
customers and makes the project more valuable. Providing these basic services has become one

of the project performance dimensions to fulfil the market %order qualifier ~ criteria. However,
offering basic services will not ensure competitive success. Mor e advanced service s such as

DQ

customer -orientated -VHUYLFHY QHHG WR EH SURYLGHG WR HQKDQFH WKH S

advantage. Offering advanced services tailors the project toward customer needs and enhances

customer satisfaction. These advanced services ar H FRQVLGHUHG WKH EDYHQRHURUGH

criteria to win the contract. Still, real estate development projects need to consider the long -
term life of a project § outcome s. This long -term nature of project s requires service provision
that supports project functionality and assure s product stability. Offering after -sale services
builds customer trust, inspires customer confidence and assures customers of reliable long -term
support. It is these system solutions that shape the order -winning criteria. Re alizing the
important role  of services, this research develops a model to put servitization strategy into action

in the context of the real estate development industry.

The research supports the application of the Resource -based View Theory. Offering se  rvices
develops distinct capabilities necessary to achieve competitive advantage. This competitive
advantage is achieved by adopting three main aspects ; 1. offering a comprehensive approach of
project -service systems ; ii. linking the strategic dec isions of service provision to project
operations management, and iii. collecting data and information that provide the organization

with unique market insights. This research extends existing literature on servitization and its

im plication for buildin g projects and providing insight s to support future decision -makers in
providing services in real estate development. Also, the research provides a comprehensive

review of servitization strategy in the building sector and a platform base on which more in -
depth research into more focused topics of the servitization phenomenon could be carried out.
Furthermore, the research has potential to contribute to other project -based businesses and
develops cross -industry knowledge.
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Chapter 1: Research Introduction

1.1 Introduction

Globalization, deregulation, commoditization and advanced technology erode organizational

competitive advantage and intensify business competition (David, 2013). Recently, scho lars
have argued that achieving competitive advantage, based on services provision, is vital for

business. They argue that in order to survive in the future, maintain customers and sustain

competitive advantage, businesses have to create more value for the ir customers by
offering integrated product and service systems (Baines et al.,, 2009a; Neely et al., 2011a;
Gebauer et al., 2012b). This alteration to the corporate business model is conceptualized as
servitization (Vandermerwe & Rada, 1988). Servitization  is evolving as a new and
alternative strategy of competitive advantage. The strategy is showing a strong growth

opportunity, with a number of companies exploiting servitization to develop a competitive

advantage. The interplay between product and services are already coming together in a
way that is re -shaping the future of businesses ( Baines, 2013). To date, there has been

little evidence captured for servitization in the context of the real estate development

sector. This research, therefore, seeks to ex tend the knowledge of servitization through in -
depth investigating the servitization strategy in the Jordanian real estate development

sector. The primary purpose of this study is to improve the competitiveness of Jordanian

real estate development by devel oping a practical model that supports the successful

adoption of the servitization strategy.

1.2 Study Background

The real estate development is one of the strategic industries and an important part of the

economy, particularly, in developing countries +DVWMDUMR $SDQBLY 2PISHQO HW
The sector is considered as the pillar of society and environment, the engine of economic

development and the heart of economic sustainability (Kongela, 2013). The sector produces

the required infrastructure fo r community and businesses to prosper (Haila, 2000; Geltner

et al, 2001; Maennig, 2012). It produces buildings and facilities that provide
accommodation for a wide variety of activities, and the infrastructure that connects these

facilities into networks (Horta et al., 2013). The real estate industry accounts for 20% of

economic activity and job opportunities (EPRA, 2012). The industry makes up almost 9% of
WKH ZRUO G Névértieless , the importance of the real estate development industry is
not only rel ated to the industry size but also to the role of such an industry in economic

development ( Horta et al., 2013) . According to the statistics provided by PwC (2014), by
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2025, over 60% of all construction activities will take place in emerging markets. The
expected foreign investment is likely to grow to US$70 trillion by 2030 in developing
countries (PwC, 2014).

Jordan is a developing country in the Middle East with a population of 6.5 million people in

2013. Jordan is politically stable and holds a moder ate position among the Middle Eastern
countries i.e. it is viewed as one of the most stable countries in the Middle East (Aldehayyat,

2015). The Jordanian market is expected to show great economic potential (CCG, 2014). In

spite of the global financial cri sis and conflict within the region, the Jordanian economy is
steadily growing (ETF, 2013). The Jordanian real estate development industry is considered

one of the most important comp onents of the Jordanian economy. The sector represents
11.9% of the Jordan ian gross domestic product (Amman Chamber of Commerce, 2014).
Additionally, the sector drives more than 90 industries and economic activities in Jordan

(Kilani, 2015).

1.2.1 The Nature of the Real Estate Development | ndustry
Service and manufacturing are two different processes. Manufacturing process converts
materials into products that have a physical form. The outputs from manufacturing process

can be produced and stored in anticipation of future demand (Krajewski et al., 2 012).

Real estate development refers to the activities of converting raw land into housing,
commercial or industrial buildings (Galaty, 2014). The sector transforms open spaces into

properties (Gehner, 2008). These properties are classified into comme rcial properties and
residential properties (Christudason, 2004). The real estate industry has major similarities

to manufacturing processes, which convert materials into goods that have a physical form.

These goods are durable and can be stored or invento ried (Krajewski et  al.,, 2012). Like a
manufacturing process, the real estate industry produces tangible, durable and inventoried

outputs (Galera -Zarco et al., 2014). T he outputs of real estate development projects are
developed infrastructure, commercial p roperties, modern housing and industrial properties
(Galaty, 2014). These outputs are tangible and durable. They can be produced and stored in
anticipation of future demand (Ezimuo et al., 2014). According to the Krajewski et al.,
(2012) model, real estate development projects are more similar to manufacturing

processes than service processes.

Even though real estate development has many similarities with manufacturing, it is also a

project -based business (Gehner, 2008 ). The industry focuses their efforts on project
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delivery within strict time, cost and performance guidelines (Galera -Zarco et al.,, 2014).
Each project is unique, with specific objectives, a definite scope and limited resources. Each

project consists of temporary activities that require high coordination. These activities have
programmed start and end times (Ratcliffe et al., 2004). Moreover, realty projects are
heterogeneous that produce unique long -life assets (Boon, 2005; Coiacetto, 2006).The
industry involves multiple processes, multiple s tages (Hastjarjo, 2015), multi -functions
(Ratcliffe et al., 2004), multi -disciplinary fields (Galuppo & Worzala, 2004) and highly social
interactions (Bertelsen, 2003). It is a fragmented industry where several parties are

involved in fulfilling a project (Ankrah & Langford, 2005). Ambiguity and complexity are the

main characteristics of real estate development projects (Gehner, 2008).

1.2.2 The Current Trend of Jordanian Real Estate Development
Sector

In Jordan, there are three main construction activiti es, those are public civil projects,

specialist trades projects and house building projects . These projects serve a wide variety of

SHRSOHfVY QHHGV 8VXDOO\ WKH UHDO HVWDWH GHYHORSPHQW LQC
traditional operational model Design -Build - Market -Sell, where, the strategic decision of real

estate development projects is usuall y developed based on ideas and decisions of real

estate developers and involves considerations of the project location, project cost and

TXDOLW\ 7KH UHDO HVWDWH GHYHORSHUYV YLHZ LV ZKDW JXLGHV W

direction of building projects (Hendrickson & Au, 2000; Horta et al., 2013). Secondly, the
industry focuses primarily on cost reduction. As well as, the value of a building project i S
centred on the delivery phase (Galera -Zarco et al., 2014). Most of these real estate

development firms  do not offer any kind of services during the project execution or after
project delivery, whereby each project ends after delivery (Jweinat, 2008). Finally, Jordan is
a developing country. To data, there are still several technological gaps between develo ped
and developing countries in terms of developing building projects. These include
technological inertia, the lack of capacity of the construction sector, an uncertain economic
environment, lack of accurate data, and the lack of integrated research. Thes e technological
gaps give real estate developers from the developed countries a competitive advantage over
local firms (du Plessis, 2002). In summary, four main characteristics describe the Jordanian
real estate development industry:

X Theindustry is proj ect-oriented based on developer  -led, design, build, and sell.

X The industry focuses primarily on cost reduction.

Xx 7TKH SURMHFW RXWFRPH LV OLPLWHG WR SURMHFW GHOLYHU\ L H

end once the project is delivered.
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X The project sc ope does not include any type of services during the project life cycle,

or after project delivery.

1.3 Problem Statement and Study Motivation

Worldwide, real estate development industry is a rewarding business (Galaty, 2014). The

industry is highly comp  etitive, it is no longer merely a local industry, as several real estate
developers, particularly from developed countries are expanding into the global market. This

is happening especially in the Middle East, which has lower running costs and more growth
opportunities (Horta et al., 2013). The expected foreign investment of the property sector in
developing countries is likely to witness a global investment worth $45 ftrillion by 2020, as

the expected investment is likely to increase by 55% in 2020. In 2030 , it expected to grow
further to US$ 70 trillion (PwC, 2014).

In the last decade, the Jordanian government took huge steps towards economic

liberalization, through privatization and deregulation, which opened the door wider for

foreign investment and inte nsified market competition. Jordan today is recognised as one of

WKH 3lUHHVW HFRQRPLHV LQ WKH OLGGOH (DVW"~ $OGHKD\\DW
industrial sectors, the Jordanian real estate sector is considered the most attractive industry

in the Jord anian economy (Global Investment House - Jordan, 2008). According to the

export report by the Swedish Trade Council (2009), in spite of the worldwide financial crisis,

several new projects are taking place in Jordan. The sector is steadily growing and it

remains the most attractive sector for Swedish businesses to invest in. Still, it is a highly

competitive sector, and organizations need to be highly competitive. Recently, CCG (2014,

p27), announced for US companies that , 37TKHUH DUH D QXPEHU RIsR#$ 8 Rl XQLWLH
RI HQJLQHHULQJ VHUYLFHVY DQG FRQVWUXFWLRQ RI PDMRU LQIUDVWUXF

The Jordanian real estate sector continues its upward growth trend. The number of property

projects increased during 2014 by 11.5%, and the trading value of the re al estate sector in
2013 reached 8.5 billion US Dollars, which represents a 77% increase from the previous

year and reached 10 billion at the end of 2014 (Kilani, 2015). However, despite the
expected growth in the real estate industry, Jordanian property b usinesses are facing
significant challenges from international competition. According to the head of Jordanian

housing sector association, the number of companies registered and operating in the
Jordanian real estate development sector during 2013 was 2845 companies. During the last
year, 145 local property firms left the market compared with only 20 companies in the

previous year. An expected 250 companies will leave the market in the current year, with
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many Jordanian companies moving their activities to o ther countries. This comes at a time

when market growth was 19% (Saif, 2015; Aldbesh, 2015).

In spite of the growth in the construction sector, competitiveness is a major issue for local
companies as witnessed by the decline in their number. Efforts to s upport competitiveness
of Jordanian real estate firms are required (Aldbesh, 2015). This has been confirmed by The
Jordanian construction contractors association (2015), as they affirm that Jordanian real

estate development firms need more support to ensur e their continuity in the real estate
market. Efforts  to reinforce the real estate development sector are central for the health of
society and the strength of economy (DeLisle et al., 2013; Deloitte, 2013). This study is
aimed to offer the Jordanian real estate development organizations a new way to compete
and improve the industry operational practices by incorporating customer focus along with

other competitive priorities. Recently, servitization has become one of the successful
strategies in helping org anizations improve competitiveness and ensure maintainable
growth by creating more value for customer through a combination of product and service

system s. Given the benefits held out by servitization (as will be discussed in chapter two),

this study is de veloped to capture the application of aspects of servitization within the
Jordanian real estate development industry. The primary purpose of this study is to improve

the competitiveness of Jordanian real estate development by developing a practical model

supporting the successful adoption of the servitization strategy.

1.4 The Industry Need and Research Gap

There is a significant need to study the competitiveness of the real estate development

industry (Flanagan et al., 2007). The dynamic business environ ment increases uncertainty,

by which the property business becomes more challenging, complex, risky, and highly

competitive (Ratcliffe et al., ‘:RRG *LGDGR ,Q DGGLWLRQ FXVWRPHL
are dramatically changing, they have become more consci ous, exacting and more ambulant

(Ratcliffe et al., 2004). This leads to property businesses facing two dichotomies: meeting

FXVWRPHUVY G\QDPLF QHHGV DQG UHTXLUHPHQWYV DQG IXOILOOLQ
boundaries and within a specific time and low cos t (Weeks & du Plessis, 2011). They are

increasingly compelled to improve their competitiveness to survive this dynamic business

environment and outperform competitors, whilst increasing customer value at the same

time (Haila, 2000; Geltner et al.,, 2001;Ma HQQLJ +DVWMDUMR 7TKHUHIRUH
VWUDWHILF WKLQNLQJ DV ZHOO DV DGYDQFHG DSSURDFKHV DQG SUD
GHDO ZLWK WKHVH FKDQJHYV abSD13peA98)LHQO HW

21



Recently, achieving competitive advantage, based on servi ces provision, is often claimed to

be a viable route for businesses (Baines et al., 2009a; Gebauer et  al., 2012b; Neely et al.,
2014 . Businesses have to develop a service business as a core of their operation, to secure

long -term business prosperity and to sustain competitive advantage (Neely et al.,, 2014 .
Providing services enable close and long -term customer relationships to develop
(Schmenner, 2009). This close customer relationship contributes significantly to the
RUJDQL]DWLRQYV VXUYLYDO WKURXJK VWHHULQJ PDUNHWLQJ RIIHUL
promotes a prompt response to dynamic changes of the business environment (Baines et
al.,, 2009a; Neely et al.,, 201la; Gebauer et al., 2012a; Wallin et al.,, 2015). It becomes a
necessary strategic decision for businesses (Roos, 2015). Although scholars contributed
conceptually and empirically to the knowledge and practice of how organiz ations deployed
servitization, both conceptual and empirical research gaps remain (Gebauer et al.,, 2012a).
There are knowledge shortfalls in designing and managing servitization strategies (Neely et

al., 2014). Few researchers have studied servitization st rategy within the context of the real
estate development industry. Likewise, few researchers have investigated the servitization

strategy in developing countries.

Servitization is a general concept, and different industries have different approaches to

servitizing (Benedettini & Neely, 2012; Rajala et al., /D\ 37TKH 6HUYLWL]DWLR
process could take many different routes reflecting various properties of the manufacturing

ILUP DQG LWV EXVLQHVV FRQWH[WY " .LPORWH UHVHDUFK LV QHHGHG W
VHUYLFH VWUDWHJILHY LQ DQ HYHQ ZLGHU UDQJH RI LQGXVWULHV « RQ
DERXW WKH SKHQRPHQRQ LQ GHYHORSe&r@t & R X002, p123)V RecthtlE D X

Turunen & Finne, (2014, p 605), echoed the call for in -depth exploration of servitization as

WKH\ DUJXH 3ZH VHH LW FRPSHOOLQJ WR DVN ZKHWKHU VHUYLWL]DWL
strategy for manufacturers throughout developed (post -industrial) economies. Also, it would

be interesting to see how the differences in operational environment between countries and

LQGXVWULHYVY LQIOXHQFH WKH SRVVLELOLWLHV WR VHUYLWL]H ~

Consequently, in order to close these research gaps, t his research will investigate the
servitization strategy in the real estate development sector based on collecting empirical

evidence from Jordan.

1.5 Theoretical Background
The nature and sources of competitive advantage are changing over time (Forrest er, 2015).

Nowadays, servitization strategy is considered the new source of competitive advantage
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based on capabilities innovation (Baines et al., 2009a). Johnson et al., (2013), defines

competitive advantage as the unique characteristics distinguishing a business organization

from competitors in a marketplace, where sustainable competitive advantage is a long -lived

competitive advantage  that it is more difficult to be neutralized or not easily to be imitated

or exceed by competitors. According to Vinayan e t al.,, (2012), this long -term competitive

advantage is a key critical success factor for every organization. In order to gain

competitive advantage over competitors, there are three competition strategies available at

business strategic decision level. The se strategies are cost leadership, product

differentiation and focus strategy. Cost leadership strategy involves offering product at the

lowest market price of competitors and within the market standard for quality. The

differentiation strategy is concerne G ZLWK GLVWLQJXLVKLQJ DQ RUJDQL]DWLRQ
FRPSHWLWRUVY SURGXFWYVY WKURXJK KLJK SURGXFW TXDOLW\ 7KH IRFX
or differentiation strategic decisions directed toward a particular market segment (Porter,

1985). However, the dynamism of the environment increases pressure on businesses.

Businesses were struggling to develop a distinct and a long -standing competitive advantage
(Al-=XTEL 7KH FRPSHWLWLYH DGYDQWDJH GHFLVLRQ PRYHG IRUZ
level to beco me a more directorial decision that covers the strategic scope of the whole

RUJDQL]DWLRQ DQG UHIRFXVHV WKH HQWLUH EXVLQHVV DFWLYLWI
orientation. Strategic orientation is a broad strategic decision reflecting a holistic approach

and strategic directions adopted to create sustainable competitive advantage over

competitors (Narver & Slater, 1990; Gatignon & Xuereb, 1997; Bing & Zhengping, 2011; Al -

=XJEL 7KHUH DUH WKUHH EURDG VWUDWHJLF RULHQWIMWILRQV FF
orientation and customer orientation. Competitor orientation covers organizational activities

Rl DQDO\WLQJ HYDOXDWLQJ DQG UHDFWLQJ WRZDUG FRPSHWLWRUVY
SODFHV FXVWRPHUV FXVWRPHUY VDWLVIDFWLRQ c€® & bEsinés¥ RPHU QF
decisions. Product orientation refers to the innovation of product enhancement and

development or developing new products thorough adopting new operational technology

(Gatignon & Xuereb, 1997; Noble et al., 2002).

Nevertheless, the sear ch for developing more sustainable competitive advantage is
enduring. Businesses have to be more flexible, adaptive, responsive to changes and

proactive rather than reactive (Nadkarni & Narayanan, 2007). The strategic decision

therefore, has shifted back t o the operational strategic level (Brown et al., 2013). Where,
operations management is considered a key determinant of organizational surviv al., The
sources of organizational competitive advantage are inextricably linked to the operations

strategy through UHVRXUFH PDQDJHPHQW DQG D VKDUS IRFXVLQJ RQ FXVWHF
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et al.,, 2005; Forrester, 2015). Consequently, scholars are studying the development of
organizational competitive advantage based on organizational capabilities and strategic
operations m anagement, such as mass customization, lean production, agile manufacturing,

and customer centric provision (Brown et al., 2013). By which, the Resource Based View
Theory dominates operations management research (Slack et al., 2013). According to David
(20 13), The Resource -Based View theory contends that internal resources are the sources

of organizational competitive advantage. It relates to understanding how organizational

superior performance is driven from capabilities, and how an organization develop a nd
position those capabilities to gain sustainable competitive advantage (Slack et al., 2013).
Recently, scholars argue that offering service integrated with the product makes the
organizational resources valuable, and develops sustainable organizational competitive
DGYDQWDJH EDVHG RQ D ILUPYVY FRUH FRPSHWHQFHY DQG GHYHORSP!
Kallenberg, 2003; Gebauer, 2008; Baines et al., 2009a). The Resource -based View Theory
provides the predominant basis for the majority of servitization litera ture and researches
(Eloranta & Turunen, 2015). The theory argues that the tangible and the intangible
resources are the main source of organizational competitive advantage and organizations

are heterogeneous in terms of the strategic resources that they o wn and control
(Wernerfelt, 1984; Barney, 1991). Thus, different categories of organizations require

different operational processes (Peteraf, 1993). Accordingly, the lens of Resource Based

View Theory will be adopted. This perspective is adopted to clarif y how the difference in
operational processes and organizational capabilities among different countries influence the

adoption of a servitization strategy, and how offering service evolves organizational

resources the sources of competitive advantage.

1.6 Research Programme
As discussed earlier, the central focus of this research is extending servitization knowledge

into real estate development to bring about competitive advantage.

1.6.1 Research Aim

The aim of this research is to in -depth investigati ng the servitization strategy in the real
estate development industry using case studies from Jordan. The study aims to cover the

core issues of a servitization strategy; identifying prospects and challenges of servitization

for the real estate development industry, by investigating the strengths and limitations of

such a strategy; and constructing a reliable model to put servitization strategy into action.
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1.6.2 Research Objectives
The study is looking to support the successful adoption of a servitizati on strategy in the real
estate development sector by identifying the strategic formulation, implementation and
evaluation processes that make up a successful servitization strategy. This main objective
has been divided into six minor objectives:
1- To critica lly analyse the currently available literature on servitization, to develop a
holistic understanding of servitization strategy.
2- To identify the drivers motivating servitization in real estate development industry.
3- To explore the range and extent of serv itization in real estate projects and examines
the role of services in developing a competitive advantage.
4- To examine the challenges of servitization in real estate development, and develop
an understanding of how these challenges could be managed.
5- To develop a framework that assists Jordanian real estate development firms to
enable effective and efficient adoption of a servitization strategy, investigating the
detailed practices and processes needed to deliver an integrated project -service
system that ¢ reates a competitive advantage.
6- To determine the critical success factors for adopting servitization strategy in

Jordanian real estate development organizations.

1.7 Research Questions

In terms of research questions, this study will be approached by posing five main questions
to capture the potential of adopting a servitization strategy in the real estate development

industry:

1- What are the motivations for the Jordanian real estate development sector when
considering servitization strategy?

2- To what extent are real estate development firms servitizing, and how viable is the
servitization in influencing Jordanian real estate development organizational
competitiveness?

3- What are the challenges that the Jordanian real estate development firms hav e to
overcome to become servitized organizations?

4- How can the servitization strategy be designed, implemented and evaluated to
enhance organizational competitiveness within the context of real estate
development industry?

5- What are the critical success f actors required for ensuring the success of a

servitization strategy in real estate development organizations?
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1.8 Research Methodology

The purpose of this study is to advance the knowledge and the support methodology of

adopting servitization strategy in Jordanian real estate development organizations. This

research is designed based on a qualitative research approach using a number of inter -

connected stages and techniques of data collection and analysis to produce a more

complete understanding of serv itization strategy. The selected research design is driven by

the nature of the study and the inductive approach of theory building . The qualitative

approach is a valid methodology to explore servitization strategy (Gebauer et al., 2008a&b),

and the case -bDVHG UHVHDUFK LV DQ DSSURSULDWH PHWKRG IRU GHDOLQJ
(Voss et al.,, 2002), and a valid method to contribute to the body of knowledge through

developing in -depth understandings of a particular phenomenon (Yin, 2013).

Nevertheless, t he servitization as aresearch phenomenon is complex and not well identified
(Baines & Shi, 2015). As a research topic, servitization is not easy to examine, it is complex

and multifaceted (Baines et al., 2009a). According to Gebauer et al., (2012b), a tra ditional
research strategy would not produce sufficient knowledge of how offering services
influences businesses. In fact, not only servitization is a multifaceted, but also, the real

estate development is a multidisciplinary and a fragmented industry, whe re several parties
are involved in fulfilling a project (Ankrah & Langford, 2005; Gehner, 2008). Therefore, this

study is carried out based on an incremental data collection strategy that included the

principles of Delphi study, which include multiple stag es of data collection, analysing, and
the refining cycle.  The Delphi technique attempted to achieve t hree main objectives as
follows:

1- To systematically collect empirical data of a phenomenon that lacks comprehensive
historical data in a new research contex t.

2- To reach categories saturation covering all aspects of servitization in real estate
development and to ensure that these aspects are well -developed.

3- To develop consensus knowledge and achieve a convergence of opinion on the

servitization in the real es  tate development industry

The organizations that have been investigated are real estate development companies. The
primary source of data involves eight companies that manage various property projects in

Jordan. These companies are working under the um brella of a huge holding company,
wherein the researcher has full data access. These companies are addressing different
market segments, in different geographical areas and based on different visions and

missions. These projects varied between residential housing, private resorts, public housing,
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industrial  cities and commercial properties. The data collection involved secondary and
primary data based on incremental data collection and analysis approach. The data were
collected based on the principles of th e Delphi method, where the process starts from a
longitudinal analysis of organizational secondary data, to inform the design as the first
round of Delphi, which involved data collection and collation of 42 participants via email
interviews. The second rou  nd is more focused, data being drawn from 23 participants via
online interviews. The third round is designed as a verification and validation round
concerned with building the models right, data being drawn from 11 participants via online
interviews. Post round and the reality matrix were the main techniques used to develop
consensus knowledge and data validation. Finally, several recommendations of quality

criteria have been applied in this research to ensure research trustworthiness.

1.9 Research Outcom e and Expected Contributions

By answering the aforementioned research questions, this research will contribute to
knowledge and practice, through exploring the impact of servitization strategy on real

estate development and analysing the role of offering s ervice to develop a sustainable
competitive advantage. The study collective contributions are driven from the special
characteristic of this study. This study is one of a few studies that address servitization
strategy within the context of the real estate sector and in the context of developing

countries. The outcomes and deliverables of this research could be summarised as follows:

X The outcome of the conceptual and empirical parts of this thesis extends the
competitiveness of real estate development lit erature. It extends existing literature
on servitization and its implications for realty projects. The study has also a potential
to contribute to other project -based businesses and develops cross -industrial

knowledge.

X The empirical part of this thesis seeks to offer evidence on the economic
consequences of adopting servitization strategy for real estate development
businesses. The study will provide a framework that will help real estate
development firms to design an e ffective and efficient service provision strategy.

« From a theoretical viewpoint, the existing literature of servitization referred to
different management theories to explain the sources of servitization competitive
advantage such as Market -Based Theory, Dynamic capabilities Theory, Service -
Dominant Logic and Value co -creation approach, Organizational Learning Theory,

Network -Based View, Knowledge -Based View and Resource -Based View Theory. T his
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research adopted the lenses of The Resource -based View Theor y to identify the
sources of servitization competitive advantage , by demonstrating that offering

services stimulate  organizational c ompetences to develop a competitive advantage

1.10 Research Structure and Layout
This study is conducted to capture the aspects of servitization in Jordanian real estate
development sector and contribute to servitization knowledge . This research is divided into

six chapters. The current chapter is the research introductory sections, where the rationale

of the study, the bac  kground of the investigation, the research gaps, aim and objectives are
presented. The second chapter is a critical review of related literature. The chapter

highlights different perspectives available on servitization strategy that emerged from

different research groups. The initial idea from this chapter is to construct a comprehensive

view of servitization phenomenon from a business perspective to deliver more in -depth
understanding of servitization strategy. The chapter ends with a conceptual framework that
captures the process of servitization based on a strategic management process. The third

chapter provides an overall framework of the research process. The chapter presents the

scientific procedures used in this research project to support the rationa le behind choosing
particular research methodology and methods. The chapter is divided into three sections;

the research design, the research process and the research quality. Next, the study findings

are presented by employing different data analysis tool s. Finally, the results of this analysis

are summarised and discussed, and conclusions are drawn. Chapter five then provides a
concluding discussion of findings in relation to the research aim, objectives and questions.

The discussion is arranged based on the research conceptual framework developed at the

end of chapter two. Finally, the conclusion chapter summarizes the key findings, answers

the research questions and presents the main conclusions of the study.

1.11 Chapter Summary

This study focuses on investigating the servitization strategy in real estate development.

This chapter introduce the servitization concept. The industry need, research gaps, research

aim and objectives were identified. In summary, the real estate development industry has

trad itionally focused their efforts on project delivery and cost reduction. It may have been

sufficient to incorporate the views of customers and insure that customers are getting more

value. Real estate development firms need to continuously improve the value of their
projects by offering services. Previous research neglected the role of servitization in the real

estate development industry. The primary purpose of this study is to improve the
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competitiveness of Jordanian real estate development by developing a practical model that
supports the successful adoption of the servitization strategy. This will be achieved by
employing a qualitative case -based research approach. The expected outcome of this
research will benefit the real estate industry and extend the existing literature on
servitization phenomenon. Finally, the study structure is presented. In the next chapter, the

literature on servitization is reviewed. The chapter seeks to capture the application of

aspects of servitization.
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Chapter 2: Servitiz ation Literature Review

2.1 Introduction

During the last decade, the servitization strategy has been studied by different scholars

based on several disciplines. Still, there is no overall picture of servitization or universal

code or definitions . This chapter therefore reviews the literature related to the servitization
phenomenon and highlights the different perspectives available to servitization strategy that
have emerged from different research groups. T he initial idea of this chapter is to con struct
a comprehensive view of servitization strategy to deliver more in -depth understanding of

the research phenomenon.

The chapter consists of seven main sections. Section 2.2 introduces the servitization
strategy . Section 2.3 describes the strategic formulation process of  servitization . Section 2.4
describes the implementatio n process of servitization. Section 2.5 involves the evaluation
process of servitization , where section 2.6 identifies  different r outes of servitization
strategy . Section 2.7 iden tifies the sources of servitization competitive advantage . The last
section (2.8) demonstrates formalizing the transition process for the service business model
into an initial  conceptual model. The following section defines servitization . The section aims
to reveal the ambiguity around servitization by presenting the origin of servitization,

reporting different labels used to address the servitization strategy and describing the works

of diffe rent research groups investigating servitization.

2.2 Servitization Strategy

SThe new industry revolution " this is how Mudambi (2008) described the shift of value
offering from tangible assets to intangible ones. Competition in business is becoming more
aggressive and more intense (Gebauer et al., 2005; Brad & Murar, 2015 ). Servitization
VWUDWHJ\ VXSSRUWYV RUJDQL]DWLRQVY SURGXFW FRPSHWLWLYH
organizational market positioning (Biggemann et al.,, 2013). Gradually, servitization strategy
has reached the attention of academic scholars and busi ness policy makers (Min et al.,
2015). Offering service has become a significant strategic decision for business (Roos,
2015). Almost all European manufacture rs offer services to some extent (Biege et al.,
2012). Third of USA large manufacturing firms have moved to offer services integrated to
their product (Neely, 2008). Nowadays, the strategy of adding service to product becomes a

significant element  of business es (Fang el al.,, 2008). Schmenner (2009) argues that the

trend for offering services integrated to the product could be traced back at least 150 years,
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where the whole value chain , which includes service elements , was managed by product

suppliers .

2.2.1 The Definition of Servitization

Service provision could be found under multiple terms; still, SVHUYLWL]DWLRQ™ LV EHLQJ W
common and broadest one (  Eloranta & Turunen, 2015 ; Opresnik & Taisch, 2015).

Vandermerwe & Rada, (1988) are the first to use of the term servitization to describe the

SURFHVV RI DGGLQJ YDOXH WR WKH FRPSDQ\fTV FRUH EXVLQHVV W

packages of products, services, support, self -service, and knowledge. Generally,
servitization i s a customer driven strategy (Turunen & Neely, 2012). It is described as an
organization al changing map, facilitating movement to offering a product -service system

(Martinez et al., 2010) . It represents a shift from product manufacturing process to being a

service provider (Oliva & Kallenberg, 2003)

Several disciplines participated in forming the servitization strategy (Baines et al., 2009a) .

Still, there are no universal agreed codes or particular definition or description of

servitization (Lay et al., 2009 ; Servadio & Nordin, 2012). Different labels and terms are
found in the literature  , such as the industrialization of service , service factory , customer -
service orientation, integrated services, service -led , service infusion, tartarisation , the

provision of service, integrated solutions, service transition , service dominant logic,

product -service system , service maneuvers, Vvalue -added solutions, servicizing,
servicisation, service -centric, high value manufacturers and advanced manufacturing
(Wilkinson et al., 2009). These numerous tags of servitization indicate the importance of

servitization as a new business phenomenon (Baines et al., 2009a; Lightfootet al., 2013).

Several definitions  are used to describe  servitization (Opresnik & Taisch, 2015) (see table 2-
1). Still, t hese various terms and definitions of servitization share the similar themes and
trends of add ing value to product through service features to meet customers fineed and

enhance customer V §atisfaction (Tukker, 2004).
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Table 2-1: Definitions of Servitization S

trategy

Definition

Source

"Market packages or ‘bundles’ of customer-focussed
combinations of goods, services, support, self-service and
knowledge”

Vandermerwe & Rada,
1988, p. 314

"A marketable set of products and services capable of
jointly fulfiling a user’s need.”

Goedkoop et al., 1999, p3

"a system of products, services, supporting networks and
infrastructure that is designed to be: competitive, satisfy
customer needs and have a lower environmental impact
than traditional business models”

Mont, 2002, p239

Servitization shifts business organization away from the
goods-dominant logic to the service-dominant logic

Vargo & Lusch, 2004

"Extending the service business leads to a step-wise
transition from producks to services”

Gebauer et al., 2005, p.14

"A product-service system is an integrated product and
service offering that delivers value in use. A PSS offers the
opportunity to decouple economic success from material
consumption and hence reduce the environmental impact
of economic activity. The PSS logic is premised on utilizing
the knowledge of the designer manufacturer to both
increase wvalue as an output and decrease material and
other costs as an input to a system.”

Baines at el., 2007, p.3

Moving up the wvalue chain, seeking to innovate and create
more sophisticated products and services so  that
businesses do not have compete on the basis of cost
alone.

"Change process wherein manufacturing companies
embrace service orientation and/or develop more and
better services, with the aim to satisfy customers' needs,
achieve competitive advantages and enhance firm
performance”

Ren et al., 2007

"Move up the walue chain, innowvating and creating ever
more sophisticated products and services”

Meely, 2008, p. 103

"Servitization is the move away from selling traditional
product to selling a wide range of product/service bundle
combinations, contributing to firm sustainability and
profitability and hence the competitiveness of nations”

Vendrell-Herrero et al.,
2014, p 279

Baines et
one based on a systematic literature review capturing the state of
:KHUHE\

VHUYLWL]DWLRQ LV GHILQHG DV

al., (2009a p. 555) synthesised those definitions and develop a comprehensive

the art of servitization.

37KH LQQRYDWLRQ RI

processes to better create mutual value through a shift from selling product to sellin

product -service systems

2.2.2 The Prominence of Servitization

Traditionally, the potential strategic decision is enforced by the surrounding business

environment
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characterized as customer driven, intensely competitive and service -domin ated (Levitt,

197 ; Vandermerwe & Rada, 1988). The rationale for offering service proceeds for several
UHDVRQV )LUVW FXVWRPHUV DUH WKH PRVW FHQWUDO HOHPHQWY DQ
considered the key success factor for any business (Nagel & C illiers , 1990). The
characteristics of service are viewed as a vital source of customer attraction , loyalty and

intimacy (Alam & Perry , 2002 ; Hartline et al., 2000 ; Baines et al., 2009a ; Kujala et al.,

2013). Offering services therefore is driven by custom er needs (Vandermerwe & Rada,

1988 )

Secondly, business strategy could be designed by different approaches. Mainly, there are

two basic models for strategic design. The first model is the deliberate design of strategy

referring to the strategic choice tha t is developed through careful planning and based on
HIDPLQLQJ DQ RUJDQL]DWLRQYMY LQWHUQDO DQG H[WHUQDO HQYLURQI
emergent strategy referring to the incremental strategy development , Which evolves based

on an adaptive manner rather than rational choice and strategic planning (Mintzberg &

Waters, 1985). Voss (1995) studied the alternative paradigms for manufacturing strategy.

He stresses on the fit between the external business environ ment and internal
organizational environment for organizational strategic design based on three different

strategic models. The first strategic paradigm is a proactive oriented model where the
VWUDWHJIJLF SRVLWLRQ LV DWWDLQHG E\ O QueNbrgpéteic® wRNUth® QL]DW LR C
different requirements arising from the external business environment. Reactive orient ed is
the second paradigm, where businesses react to anticipate the current situation within the

external business environment. Finally, the bench marking oriented model, when a business

is seeking on -going development based on following and simulating best practice within the

industry. However, the dynamics of the business environment reduces the organizational

ability to collect and analyse vital s trategic data. Accordingly, the reactive strategic
paradigm increases whilst the proactive strategic orientation decreases ( Hailin , 2009). The
role of organizational learning therefore increases as a critical process for businesses to

choose the best strat  egic decisions that fit with the dynamics of the business environment

(Voss, 2005). Organizational learning becomes a critical success factor. It allows businesses

to benefit from the unavoidable changes to the business environment and helps them to

make ¢ uick adjustments to the new business conditions. This comes from gaining
experience over time (Bennett, 1999). Adopting a servitization strategy stimulates
organizational learning and improves businesses response to market competition and

dynamics of the m odern business environment (Oliva & Kallenberg, 2003; Gebauer et al.,

2007; Baines et  al., 2009a; Gebauer et  al., 2012a).
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Thirdly , the growing of advanced technology, globalisation and commoditization, creates
new forms of competition (David, 2013).  Techn ology is reshaping businesses, changing the
competition landscape, lowering market ent ry barriers and developing new rivals (Porter &

Millar , 1985 ; Hitt et al., 1998) . Globalization not only increased the competition but also

changed competitive strategies (Gavusgil, 1993). Commaoditization increases the high
similarity of products within the market place; the uniqueness of high quality products are
difficult to maintain, customers became more sensitive to product price (Reimann et al.,

2010) , whereby, o rgan izations are required to be more innovative and to compete within a

multi -dimension al perspective by producing different value -added options (Gavusgil, 1993).

Baines et al., 2009a (p. 547) argue, i n order to cr eate a competitive advantage , offering
service LV 3GLVWLQFWe DQEERBDVLHU WR GHIHQG IURP FRPSHWLWLRQ"

As well as , the decreasing product profit margin forces manufacture rs to search for new
alternative s (Martinez et al., 2010) . Service has higher profit margins than goods and

selling services generate s a constant revenue stream compar ed to selling tangible products

(Mathieu , 2001a) . Additionally, offering service creates profit growth opportunity for
expansion and grow th in saturated product markets (Wise & Baumgartner , 1990).
Moreover, servitization stimulates and facilitates business innovation (Laine et al., 2012).
Service innovation significantly affect s the whole organization positively in term s of cost

reduction, increased sales and superior performance . Thisis based on integrating business
knowledge with, customers and employees (Salunke et al., 2013). While products
innovation is a complex process, services innovation is easier and less costly (Neely, 2008 ;
Visnjic et al.,, 2013), and puts a strong emphasis on  value co -creations and learning from
customers (Tether & Bascavusoglu -Moreau , 2012b). Finally, services were added to protect
manufacturing industry. After the Second World War , the services sector dominated
economies (Regan, 1963). Services shape a larger part of the economy (Levitt, 197 ). The
phenomenon of de -industrialization affected the manufacturing sector adversely . It was
considered a growth barrier to manufac turing industry (Cornwall, 1980; Crafts, 1996). The
shift from offering just product to of fering service and a product system was viewed as an
essential manoeuvre to protect manufacturing industry. According to Lin & Vassar, (1992,

p. 18), 36HUYLFH KDV HPHUJHG DV D FUXFLDO VWUDWHILF ZHDSRQ

environment

Nowadays, serviti zation becomes a necessary strategic decision for businesses ( Roos,
2015). According to Jones (2013), the business environment  is becoming complex, dynami ¢

yet poorer than ever , as many factors that are changing rapidly over time, influence the
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business environment based on complex interrelations . This leads business strategic
decision s to be surround ed with high ambiguity and uncertainty. This increasing
environmental concern magnifies the importance of  a servitization strategy (Brad & Murar,
2015) . The perspective to engage with offering service to learn more about the surrounding
environment and trace the outcome of business actions becomes highly visible (Viljakainen

& Toivonen, 2014). In project -based businesses, offering service s enhance s market
offering s (Wikstrom et al.,, 2009). Whereby, a  business model based on offering services is
becoming a compulsory to  survival (Kujala et al., 2013). Recently, there has been a
growing interest  in studying servitization strategy. This interested from various research

groups and numerous tags of servitization indicate the importance of servitization as a new

business phenomenon (Baines et al.,, 2009a; Lightfoot et al., 2013). Figure (2-1)
demonstrates the notable increase in the numb ers of published works related to
servitization after the year 1999. Interestingly, the study of servitization strategy increased
rapidly after 2003 reaching a peak in 2010 (Hou & Neely, 2013). These several studies

indicate the importance of servitization as a new business strategy (Lightfootet al.,, 2013).

Figure 2-1:Research elated to servitization strategy adopted from the work of
(Baines et  al.,, 2009a).
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2.2.3 Research Groups Addressing Se  rvitization

Traditionally, organizations were already offering services to some extent (Araujo & Spring ,
2006). Nowadays, s ervitization attracts the interest of different disciplines. As a field of
research, several research groups investigated serviti zation based on different perspectives
such as the strategic perspective, the environmental perspective, the marketing base, the

service science, and operational research (Pawar et al.,, 2009; Baines et al.,, 2009b ;
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Lightfoot et al., 2013). These research group s and their perspectives  are presented in Table
(2-2) below.

Table 2-2: Research Groups Studying Servitization Strategy
Research community Research Perspective Source

Vandermerwe & Rada, (1989);
Strategic management Growth Strategy Quinn et al., 1990; Wise &
Baumgartner, {1999}

Environrmental Manzini, & Vezzoli {(2003); Van

Product-service systems
Sustainability Halen et al. 2005,

Chase, 2010; Ahamed et al.
2013b and Ohvanainen, & Hakala

Service science Service Dominant Logic
2014,
Alam, & Perry, 2002; Vargo, &
Lusch, 2004; Ulaga, & Reinartz,
Marketing Management Custormer Orientation 2011; Kohtamaki et al. 2013 and
Kindstrdm, 8 Kowalkowski,
2014.
developing services | Thoben, et al. 2001 ; Neely,
Operations management operations activities and | 2008;Baines, et al. 2009a and

efficiency improvements | Pawar , et al. 2009

Strategic management scholars address servitization as a growth strategy. Their work s
emphasise the financial value of offering services to compensate for decreasing profit

margins of traditional product s (Pawar et al., 2009). Th e strategic management research
group focus ed on financial sustainability , by developing new profitable bus iness model s that

direct the organizations activ ities to the upstream and downstream supply chain (Wise &

Baumgartner, 1999). Scholars from an environmental research group developed the
product -service system concept as a result of innovation design , drive n by the enthusiasm
for reducing the environmental impact of the production process (Bai nes et al., 2007). The

product -service system research community is studying the roles of service in improving

social, economic, and green env ironment sustainability (B aines et al., 2009b). Their studies
addressed the best utilization of re sour ces and the eco -efficiency the market offers (Van
Halen et al., 2005). The service science scholars address service strategy as a complete

system, emphasising in the future roles of service in the business world ( Paton &
Mclaughlin, 2008) . Where service is viewed as a whole system of networking that involves

business organization, technology and people (Raddats & Burton, 2011 ; Ohvanainen &
Hakala, 2014). Th e service science community is studying the service  dominant logic that
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engage s with product manufacturing models in a services atmosphere (Lightfoot et al.,
2013). They are studying the positive impact of moving to product utilization rather than

product consuming by offering services (Baines et al., 2009b). The marketing researchers
emphasise the usefulness of servitization climate to meet customer needs , and orient ate the
organization to  becoming more customer centric (  Vargo & Lusch, 2004 ). The marketing
research community is studying the roles of services in satisfying customers based on
relationship marketing rather than product exchange (Kohtaméaki et al., 2013) . According to

marketing r esearch group, s ervices are added as a mean s of customer interaction to

facilitate value co -creation (Pawar et al.,, 2009). Finally, researchers from operations
management are studying servitization as a new source of competitive adv antage (Baines et
al.,, 2009b). This research community is studying the service operation s management
focus ing on the operations efficiency of product and services (Lightfoot et al., 2013). The ir
focus is toward offering value utilization to customer s rathe rthan a single product by adding
service s that support product functions (Thoben et al., 2001). Also, they study the

transition process based on adding service to manufacture and the capabilities required for

process implementation (Smith et al., 2014).

2.2.4 Servitization Strategic Approaches

Services are not easy to define. A service is an economic activity that creates value and
provides benefits for customers at specific times and places. It is an act or performance
offered by one party to another (L ovelock & Wright, 2001). The primary differences
between products and services are the properties of intangibility, heterogeneity,
perishability, simultaneity and high customer involvement (Hoffman & Bateson,
2011). Servitization is an integrated system o f offering both product and service that

delivers value in use (Baines et al.,, 2007).

Various classifications of servitization have been described in literature. According to Sakao

et al., (2009) a successful service offering should encompass three crucial dimensions . the
customer, the offering , and the provider. The customer dimension covers the requirements

and the needs of the product -service system s potential users. The offering dimensi on
includes both the product and the service by the system life cycle. The supplier dimension

covers the process of  developing a successful product -service system based on customer
needs and organizational capabilities to develop that system (Sakao et al., 2009 ; Sakao &

Lindahl, 2009).
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2.2.4.1 Offering Service Categories
Service is vague, wide, complicated and hard to characterize (Slack, 2005). According to
Baines et al., (2009a) , there is avariety of forms of servitization with different features. The
strategy involves different categor y levels and types of services (Oliva & Kallenberg, 2003 ;
Tukker, 2004). In general, business es engaged with servitization strategy by adding
services related to  an organization  roducts or customer activities or none of them , based
on organizational intensity of offering service ( Mathieu, 200la &b). Oliva & Kallenberg
(2003) developed the service continuum moving from offering pure product to offering basic
services, by advanced services to reach the offer of system solutions. Baines & Lightfoot ,
(2013a) differently categorized these services into base services, intermediate services and

advanced services, where the advanced service involves capability and performance

delivery.
Nevertheless, the common classification of offering a service based on servitization strategy
is developed b uilt on different levels of integration and different combinations mechanism

of product and service systems , the product -oriented, the use zoriente d and the result -
oriented (Neely, 2008). According to Baines et  al., 2009a, t he product =+ oriented approach,
adds basic services to the product, where the product is the main part of the marketing

offer and services are the add -on element. Here, producing goods is the key stream of
competitive advantage creation, services such as after sales service, maintenance service,

and customers training services are added as additional element s to support product s ales
and to assure product stability and effective fu nction. The second integration is the use +
oriented approach, as organizations are shifting from focusing on product proper functioning

to focus more on customer interaction and supporting customer activities. Firms are
providing a m ix of both product and s ervice such as products customization services,
consulting and co -investment services. This mix is the main part of the marketing offering S.
Finally, the result foriented approach reflects the uppermost class of product -service
system, where the supplier tcustomer relationship moves  from product transaction to being
relationship -based. Here, the offering will be relying on selling systems capabilities and
solutions rather than mere products. In this scenario s ervice bec omes the main part of the
marketing  offerings and the main source of organization al competitive advantage and
revenue stream. Where, the product bec ome s the platform to deliver services (Baines et al.,
2009a).

Tukker (2004) extended these three traditional categorizes of product - service s ystems into

eight sub -categorizes , based on different economic characteristics of offering services as
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shown in figure (2-2) below. Within these eight categories, the added services vary from
basic services, to advanced service s and then the sophisticated services based on the
incremental process of servitization by moving from offering a mere product to offering a

full system solution.

Figure 2-2:Product -service system categories and subcategories (Tukker, 2004).
Value Product-service system N
mf:::;z(:tn Service content ";:':,lx: :‘

P (intangible)
content Product content
content (tangible)

Pure A: Product B: Use C: Result Pure
Product oriented oriented oriented service
1. Product 3. Product 6. Activity ma-
related lease nagement

2. Advice and 4. Product 7. Pay per
consultancy renting/ service unit
sharing 8. Functional
5. Product result
pooling

Likewise, Neely (2008) inflated  the main three categories of servitization by  adding two new
options into the continuum. The first one is the integration -oriented option, whereby a
business is integrating vertically to provide a downstre am service in addition to the product
offering elements such as product delivery, customer training and consulting. The second

category is the  service -oriented option, services are integrated into the product itself and
include such things as product funct ionality monitoring and system intelligence, and both

services and products are the main added value elements in the offer (Neely, 2008).

2.2.4.2 Types  of Services Offering

Traditionally, manufacturing organization s sell services to some extent but not as a main
part of value creation (Baines et al., 2010). Neely (2008) identified twelve general
categories of services that could be offered based on type of industrial sectors . These

services includ e design and development services; consulting services; transportation and

trucking services ; financial services; installation and implementation services; outsourcing

and operating services; procurement services; retail and distribution services; maintenan ce
and support services ; property and real estate services ; leasing services; and systems and
solutions services. Baines et al., (2010) added training services, monitoring services, spare

parts re -manufacturing service s and customer service desk s. Recent ly, Santamaria et  al.,

(2012) added product check and product insurance coverage as service s provided by
manufacturers.  In construction management, build, operate and transfer is the common
service provided by construction companies (Johnstone et al., 2008 ; Govette et al.,, 2013).
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Recently, Cook et al.,, (2012) added other services such as power saving building, heat

preservation and sunlight utilization, which have been added to gain greater environmental

performance.

Baines et al., (2010) categorized the  se different types of services into two main approaches

These are protective  services and proactive services. The protective services are the

services that make the product eligible to be bought by  the customer; it shapes the

minimum market requirement ,  Whereas, the proactive services are those that

distinguish the product from those of competitors; it is much more sophisticated and shapes
2010).

-periods for offering services

organizational competitive advantage et al, From different perspective,

al., (1997) ident

(Baines,

Frambach et ified three time and these are;

offering services before sales, offering services during the sale process and offering after

sale services. Artto et al., (2008) identified three t ypes of services based on project

business firms; offering service before project design, offering services during project

execution and offering services after project delivery. Voss (1992) identified three areas of

the business value chain where services could be produced and added . The first area is the

distribution chain where manufacturing firms could offer different types of services such as

a logistic s service, customer training and user -friendly assistance. The after sales chain is

the second area, where m  anufacturing firms might also offer different types of services such

as product maintenance and product support services. Thirdly, the service factory, in which

service characteristics are considered the dominant factor in the operational process . In the

third scenario, the whole value chain is service oriented as the firm focuses in delivering

performance for internal and external customers with different types and levels of services.
Sawhney et al., (2003) added the chain of customer activities that exte nds beyond after
sales chain, and refers to the performance and product utilization that customers buy the

product for . This chain consists of different levels and different types of activities

Javan & Touri , (2012) developed a service classification ma trix (see table 2 -3) that
classified the service offers into six distinct types. These are based on two dimensions ie.
the time -period of offering  the service and the purpose of offering the service.
Table 2-3: Offering Servcie Martix (Javan & Touri,2012)
Before sale During sale After sale
services services services

Customer related
services

Customer's service
offered before sale

Customer's service
offered during sale

Customer's service
offered after sale

Product related
services

Product’s service
offered before sale

Product’s service
offered during sale

Product’s service
offered after sale
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Pre-sales services include offering service related to the product such as a stocking service,
and offering services related to customer s such as consulting and design services . During
sale services inc ludes offering service s related to products such as training, preparation,
and product installation services and other service s related to customers such as co-
development and co -investment services. Finally, after sale service includes offering
services related to product such as product maintenance and delivery services , and offering
services related to customer s such as leasing, sharing and customer training services (Javan

& Touri, 2012).

2.2.4.3 Sources of Services Innovation
The term service is  comprehensive , and services have different features from one industry
to another or even from one company to another in the same industry (Rajala et al., 2013;
Lay, 2014). However, the sources of ideas and information for new services development
are usually garnered mainly from RUJDQL]DWLRQYV kesaahRahH davelopment

department, organizational staff and employees , suppliers , competitors, or specialized
events (Biege et al.,, 2012). Still, these sources deliver different features and levels of
service. Some services will be offered based on customer thuyer long -term relationship and

other will be b ased on short -term relationship s. This means , that some service will be  basic,
simple and in standard form , while, other services wi Il be sophisticated, = more customized
and divergen t (Van der Valk et al., 2005).

2.2 .5 The Strategic level of Servitization Decision S

Commonly, three strategic levels have been presented in strategic management studies, the

corporate level, the business unit level, and the operational level (Hunger, & Wheelen, 2010
and Johnson et al., 2013). Each strategic level implicates different strategic goals,
requirements and outcomes ( Thompson & Martin, 2010 ; Johnson et al., 2013). The
corporate level strategy is the highest level o f strategy. It designates the long -term
direction and scope for the whole organization and directs business development and its

evolution. The business level strategy is primarily concerned with how a particular business

unit could gain a competitive advan tage over its competitors. Operational level strategy

refers to the set of plans and actions aimed at the best use and allocation of the
organization resources to support the business unit strategy and corporate level strategy

(Johnson et al., 2013). The s trategic decisions within this level are designated to support

the strategic decisions of the higher levels (Barnes, 2008).
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According to Boyt & Harvey , (1997), the more importan t the service element the higher the

strategic level and designated servitization becomes as a dominant corporate strategy that
has to be supported at both business and operational level . Table ( 2-4) summarize s the
factors that determine the importan ce of the service element.

Table 2-4:Factors |Influence ServitizingD ecision (Boyt & Harvey, 1997).
« The importance of service to the organization, to the customers, and to the market

segment

* The inevitability of services to support product functionality and product selling

* The consequent influences of offering unsuccessful services on customers’
behaviour, and the degree of customer reactions toward the organization failure to

offer the service

* The complicated and sophisticated advanced service, and the process needed to

produce this service

e The importance of provider occurrence during the transaction process of the

service transaction

* The level of gained competitive advantage based on offering the service

Although previous research demonstrate s the importance of  a service element, (for example

see Baines et al., 2009a). Still, the level of servitization strategic decision is not obvious yet

(Oliva & Kallenberg, 2003). Scholars differently viewed servitization at corporate strategic
level, business unit level and functional strategic level. Table (  2-5) presents th ese different
views .

Table 2-5 :The Strategic Level of the Servitizing Decision

Strategic Strategic Decision
Classification Sources
Decision Characteristics
Fang et al., 2008; Visnjic et al.
2009; Kindstréom & Kowalkowski,
Corporate Market . 2009; Kowalkowski, 2011;
. . Directional Strategy .
Strategic Level Position Turunen & Toivonen, 2011 ;
Muutinen & Lappalainen, 2012;
Ohvanainen, & Hakala, 2014
MNeu & Brown, 2005; Auguste et
al. 2006; Gebauer et al., 2005;
) B ) Matthyssens & Vandenbempt,
Business Competitive Separate Business
2008; Gebauer et al., 2010b;
Strategic Level Strategy Unit o
Heikkila & Brax, 2010; Belal et
al., 2012; Kinnunen, & Turunen,
2012
Operational Operational | Production Efficiency | Chase, 1991; Wan Halen et al.,
Strategic Level Strategy and Effectiveness 2005; Sakao et al., 2009
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Competing strategically through servitization directs the organization toward service

dominant -logic approach and customer orientation (Smith et al., 2014). Nuutinen &
Lappalainen, (2012 ) argue that s ervitization works as  a predominant strategy that redirect S
the organization q Wharket position, shifting from product orientation to service orientation.

This is where , the servic e factor becom es the core element of the productio n process (Lin &
Vassar, 1992), and a service -dominant logic is the business strategic orientation
(Kowalkowski , 2010) , for which full support is required from the whole organization
(Kowalkowski, 2011). This view is attributed to the process of synchronization needed

between multiple activities within the organization when offering services (Johnson & Mena ,
2008). Business es need to inte grate organizational responsibiliies and foster intra -
organization al collaboration to support a servitization strategy (Neu & Brown, 2005). The
activities of offering services affect the whole process of operations and alter the whole
organization { design (Baines et al.,, 2012 ; Mathieu 2001a). Besides, customer interaction is

an essential success factor of servitization that ensure s continuation of information essential

not only to the sales team but also to the production and back office teams (Turunen &

Toivonen, 2011).

However, Kinnunen & Turunen, (2012) argue that offering services decision needs support

and commitment  from all business units, functions and department s. Still, shifting the entire
organization from product orientation to service orient ation and developing a customer
focus approach are challenging process es. This shift could lead to strong change resistance
and produce organizational conflict. Moreover, at the beginning of servitization strategy
implementation , the services element will not aim to offer a system solution. On the
contrary, services will be integrated to the product as an add-on element. Therefore, there
is no need for the entire organization to adapt the service approach and develop service
capabilities at the expense of p roduct capabilities. Accordingly, servitization should be
pursued at the business strategic level and offered through a separate business unit (Oliva
& Kallenberg, 2003 ; Gebauer et al., 2006) the separation between product and service
businesses mitigates the organizational risk of offering services and moving outside

existing capabilities ( Sawhney et al., 2003).

Nevertheless, the third view categorized servitization as a functional strate gy (Sakao et al.,
2009). Where, the production process efficiency and effectiveness is the main goal of
servitization , and where servitization is described as an innovation strategy that create
more value with fewer resource s (Van Halen et al.,, 2005). Here , offering service is

consider ed an important aspect of order -qualifier criteria (Voss, 1992), and the service
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elementis a vital outcome of the production process and should be added as a performance

dimension integrated to the cost, quality, time, and fl exibility dimensions (Chase, 1991).
2.2 .6 Relevant Factors Influenc ing the Adoption of Servitization
Strategy

Usually, the business environment has a significant influence on the strategic decision
development (Johnson et al., 2013). The strategic decisio n process is about spotting market
opportunities and threats based on scanning both macro and micro factors of the external
environment and how these factors influence organizational decisions in light of its internal
weaknesses and strengths (Hunger & Whe elen, 2003). Still, the business environment is

multi -dimensional and considered a contingent factor in making strategic decisions.
Generally, a wide range of factors influence s the organizational strategic decision -making
process. These factors include bo  th the external environment and internal business factors.

The external environment factors could be classified as the far external factors that affect

an entire economy, and the close external factors that directly affect business decision -
making in a par ticular industry .On the other hand, the internal factors related to
organizational strengths and weaknesses could be exhibited in terms of specific strategic
decisions (Johnson et al., 2013). Accordingly, there are two main approaches to make
organizational strategic decisions: the industrial organization approach, where external

factors are more important than internal factors for achieving a competitive advantage . The
second approach is the organizational capability approach, where organizational

competences are the source of the competitive advantage (David, 2013).

Today, servitization strategy represents an increasingly popular strategy among scholars
and policy makers (Lightfoot et al., 2013). Literature did not identify the influence of
different operational environment s on the adoption of servitization strategy (Turunen &

Finne, 2014). The literature only focused on organizational capa bilities as the most
influential factors affecting the adoption of a servitization strategy (Oliva & Kallenberg ,
2003; Baines et al., 2009a; Gebauer et al., 2012a). According to Gebauer et al.,, (2012a)

organization al capabilities are the only significant f actors affecting the development of a
servitization strategy. Those capabilities are related to the organization 9 \ability to sense
business opportunities, transforming organization from product -oriented to customer -

oriented to sustain the operating servic e and product system operations process. Baines et
al., (2010) argue that business  es offer services to some extent. These services used to be
consider ed in organizational business models (Kujala et al., 2011). still, these services are

viewed as additional part of the market strategy and not as a source of value creation
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(Baines et al., 2009a). According to Gadrey et al., (1995) offering services is considered a
problem solving approach by greater integrati on of organizational capabilities and
competencies. Only entrepreneurship is needed to give up the traditional thinking patterns

of doing business and adopt ing a servitization strategy (Manzini & Vezzoli , 2003 ; Ettlie &
Rosenthal, 2012). The other capabilities needed to offer advanced services would be
gradually gained using an incremental process of servitization through organizational

expertise and learning capacity (Brady & Davies, 2004).

According to Turunen & Finne, (2014) servitization is considered a valid strategy across all
organization s regardles s of the economic situation, industrial sector or operational
environment.  Strategy has be en studied based on different operational process es, different
industrial sector s, different business environments and different research groups ( Visnjic et

al., 2013 ; Lay, 2014). Table (2-6) below presents several examples of these studies.
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Table 2-6 : Studies of

Servitization

Study Nature

Source

Different Operational Processes

Large manufacturing

Small and medium sized enterprise

Project based business

Baines et al., 2009b; Visnjic, & Looy 2011
Gebauer et al., 2012

Artto et al., 2008; Kujala et al., 2010; 2011;
Galera-Zarco et al. 2014

Different Industrial Sectors

Microfluidic Industry

Music industry

Electronic game industry
Recruitments services sector
Legal services sector
Healthcare devices industry
Telecommunication industry
Diamond industry

Fitness equipment industry
Aerospace industry
Information system
Security business
Construction industry

Panikowska et al., 2011
Myrthianos et al., 2014

Shi et al., 2014

Hertog & Jong, 2007

Balthu et al., 2013

Velikanov et al., 2013

Elfving & Urquhart, 2013
Amadi-Echendu & Ulaya, 2014
Hsu et al., 2013

Wallin, 2013

Wang et al., 2014

Rajala et al., 2013

Brady et al., 2005; Cook et al., 2012;Govette et
al., 2013

Different Countries
Basque countries
European countries
Italian companies
Canish companies
Spain companies
United Kingdome companies
Sweden companies
Japan companies
Taiwan companies
China companies

Thai companies
Singapore companies
South Africa companies

Kamp & Alcalde, 2014
Lay et al., 2010

Manzini & Vezzoli, 2003
Slepniov et al., 2010
Santamaria et al., 2012
Baines et al., 2012
Lodefalk, 2013

Ahamed et al., 2013a
Lin et al., 2014

Fang al., 2014
Lertsakthanakun et al., 2012
Ang et al., 2010
Benade & Weeks, 2010

Nevertheless, different environmental conditions encourage the adoption of servitization
such as advance technology (Neely, 2008), which empowers the innovation of new and
different business models (Van Halen et al., 2005). In addition , globalization encourages the

development of new business and services ideas (Brentani, 2001).

2.2.7 Section Summary

The above section introduced servitization as the new business strategy that evolve d to
respond to a dynamic business environment, where the competitive advantage is rooted
LQWR FXVWisierH.UGgring services is not a n optional any more, but an imperative
strategy . The strategy emphasizes the fundamental principle of creating more value to

customers by having a better understanding of their needs by adding services, which leads

46



to a better configuration of organizational competences. Differen t forms and levels of
servitization strategy turn a business model based on adding service element, which
required new internal organizational design . Where, the more importan t service element
raises the need of servitization as a directional strategic dec ision, where, only organizational
internal factors and competences influence the decision to adopt a  servitization strategy. In
the next section, the process of design ing an effective servitization strategy will be

reviewed.

2.3 Designing Servitization S trategy
Strategy formulation refers to the strategic management process that involves the planning
DQG GHFLVLRQ PDNLQJ WKDW OHDGY WR WKH HVWDEOLVKPHQW

objectives of a specific strategic plan (David, 2013).

Servitization is  much more tha n offering services (Gebauer et al.,, 2004 and Gebauer &
Friedli, 2005). It emphasises the role of value co -creation in business prosper ity
(Kowalkowski, 2010). Customer V fheeds drive the development of what organization s
market to their custo mers (Wallin et al.,, 2015). According to Tukker & Tischner, (2006)
servitization certainly has potential to develop  a sustainable competitive advantage, yet this
potential is only realized by a careful strategic design. A s discussed earlier the s ervitizati on
strategy involves different categories, levels and dimensions (Oliva & Kallenberg, 2003;

Tukker, 2004). Each dimension has its own strategic deliverables, arrangements,

requirements , and challenges (Martinez et al., 2010). Business needs to select the o ptimal

level of offering services (Mathieu, 2001a) , develop new strategic  view, allocate resources,
estimate cost s and revenue s, select the optimal combination of product and services and
evaluate the market entrance route, (Hanski et al.,, 2012). Also, the decision should include

the numbers and types of prod uct and service to be  supplied and develop the value creation
model (Cohen et al., 2006) . They then need to  decide w hether to buy or make services
(Hanski et al., 2012). Moreover, organ izations have also to maintain a constant flow of
services development and process innovation ( Ahamed et al., 2013a) , for which a solid

strategic design is an imperative success factor (Ohvanainen & Hakala, 2014).

2.3.1 The Motivations for Providing Serv ices
The strategic purpose is an explicit objective describing the organizational intended
activities in pursuit of certain outcomes (Todeva & Knoke, 2005). Recognizing the purpose

of strategy determines the available marketing opportunities and the leve | of capabilities
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required to address these opportunities (Khalifa, 2008) . It also plays an important role in

allocating different organizational resources that support achievement  of the strategy (Day,

1981). Also, different strategic purposes have differ ent levels of top management

commitment, involvement and support (Mintzberg, 1994). Recognizing the strategic

objectives of a servitization strategy and offering service practices is a critical success factor

(Baines et al., 2009a ; Raddats & Burton, 2011). The literature suggested several factors

and drivers motivating business to adopt a servitization strategy as shown in table ( 2-7).

Table 2-7: Drivers of Servitization

Drivers Sources

External Forces: Servitization strategy is being
forced and motivated based on different
conditions of business environments, as these
conditions are vyielding different threats and
prospects whereby offering service becomes a
compulsory move for all business firms to create

Vandermerwe & Rada, 1988; Oliva
& Kallenberg, 2003; MNeely, 2008;
Artto et al., 2008; Spring & Araujo,
2009; Tether & Bascavusoglu-
Moreau, 2012; Visnjic et al., 2013;
Kujala et al., 2013

competitive advantage.

Internal Motivations: The rationale for offering
services integrated into products proceeds along
four main potential routes. These are marketing,
strateqgic, innovation and financial benefits.
Environmental Sustainability Cffering
service integrated to the product has social
benefits and lower environmental impact than
traditional business models

Mix of Forces and Motivations : servitization
strategy is driven by external environment and
motivated by substantial potential benefits

Mathieu, 2001a; Gebauer et al.,
2005; Gebauer et al.,, 2006;
Gebauer & Fleisch, 2007; Raddats
& Burton, 2011; Lay, 2014
Goedkoop et al., 1999;
2002 Baines et al.,
Tukker, 2013

Mont,
2007;

Van Halen et al., 2005; Pawar et
al., 2009; MNordin & Kowalkowski,
2010; Tether & Bascavusoglu-
Moreau, 2012

The literature indi cates that servitization strategy is being forced based on different

conditions of business environments, as these conditions yield different threats and

prospects (Vandermerwe & Rada, 1988). Thus, providing service becomes a compulsory

move for all busine sses to create sustainable competitive advantage (Kujala et al., 2013).

According to Tether & Bascavusoglu -Moreau , (2012 a) service become s an indispensab le

element of a business model; and the success of the organization is very  strained without

being able to offer services (Visnjic et  al.,, 2013 a). Other scholars consider three sets of

strategic advantages are the main drivers of servitization. Organizations are inspired to
adopt servitization strategy based on marketing, strategic, and financial motiv ations
(Mathieu, 2001a). Lay (2014) argues that servitization enhance
D FRPSDQcoftvhue d success.

important source of feedback and information

s organizational innovation
advantage , which is crucial to Offering service is an

by having close customer rela tionship s.
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Moreover, services innovation requires a lower level of investment in research and
development and sophisticated technology (Hollenstein , 2003). Further , offering service is
labour intensive and does not require sophisticated assets or a signifi cant level of capital
investment (Ding et al., 2006 ; Turunen & Neely, 2012 ; Visnjicet al., 2012).

Other scholars consider both forcing factors and motivations as  drivers for offering services

strategy. Accordingly, the  se drivers were based on external and internal factors motivating

a business to offer different types and levels of service. For instance, Van Halen et al.,
(2005) argue that there are three broad strategic drivers for adopting a servitization
strategy: push ing drivers, pulling drivers , and improvement drivers. The pushing drivers are

the factors , which force organizations to offer service as a responsive strategy to meet
customer needs or intensive competition and to react efficiently to changes in the marke t
place. The pulling drivers refer to factors that encourage organization s to offer service s as a
constructive strategy to capture new marketing opportunities or e nhance customer
relationship s. Finally, the motivation for process improvement drivers, are factors pulling
and pushing the organization at the same time to enhance operating  process and
productivity by offering service, seeking more process efficiency and effectiveness to
manage business instability and ambiguity (Van Halen et al., 2005). S imilarly, factors
offering  services were classified into offensive, defensive , and environmental drivers.
Offensive drivers refer to the strategic planning factors to offer service. This includes

forming a long -term customer relationship to anticipate poss ible challenges in the external
environment.  Defensive drivers refer to the service offered to support organization adapting
activities to unanticipated events from the external environment. While environmental
factors are the social responsibility incenti ve instrument that offer s to sustain green
environment sources (Tether & Bascavusoglu -Moreau, 2012 a). Finally, (Nordin &
Kowalkowski, 2010) use the intrinsic and extrinsic to describe the drivers of offering

services. Intrinsic factors are internal factors that motivate business  es to offer service for
self-interest and to gain more financial benefits such as a new revenue stream or cost
reduction or pushing the product selling process. Whereas, extrinsic drivers refer to outside

factors that influence the d ecision to offer  service. These factors include change of
customer behaviour or responding to new customer needs, or as a differential element to

face intensive competition and product commoditization or responding to the environment,

whe n organization s desire to turn into environmentally responsible by offering product

utilization rather than product consumption (Nordin & Kowalkowski, 2010).
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Particularly, several forcing and motivating factors could lay behind adopting a servitization

strategy , such as new characteristics of the business in the world economy; resource
scarcity; business recession cycles, the notion of market - driven demands ; the relative
decrease of product demand; global competition, the concept of corporate  social

responsibility, and ¢ ustomer awareness of  company obligations toward their products and

their operations (Javan & Touri , 2012) . Also, offering service could be an obligation for
organizations enforced by law or required by regulations (Tether & Bascavusoglu -Moreau ,
2012 a), red ucing organization al dependency in distribution channels (Schmenner, 2009) or
providing companies with sustainable development process es (Lin et al.,, 2011). Still, the
dynam ism RI FXVWRPHUTV QHHGVY DGYDQFHG WHFKQ@Rm®eRddonokwiK H
globalization, and intensive competitions are the outspoken drivers that force manufacturing

firms to engage with servitization strategy and offer service (Vandermerwe & Rada, 1988;
Cohen et al., 2006; Martinez et al., 2008).

Empirically, G ebauer et al., (2011) found strategic factors such as a differentiation edge  has
positive responses from customers sophisticated needs and enhances the product
innovation process . These are the two greate st driver s among advantages of offering
service. Thi s view was affirmed by Turunen & Neely, (2012) as they reported that
servitization is a competitive advantage strategy in the first place and mainly considered as

a differentiation tool for manufacturing firms. On the contrary, Baines et al., (2010) argue
that although the utilization from the servitization strategy advantages are the main factors

that inspire business es to offer service. Yet, the factors that relate to marketing benefits

such as customer centric and customer relationship are factors that have the most effect

followed by the financial benefits like extra revenue, whereas strategic factors are less

important as a motivation factor. Nevertheless, Wise & Baumgartner, (1999) considered
only the financial advantage as the main driver of offerin g services.

Turunen & Toivonen , (2011) examined the motivation factors of organization s behind
adopting servitization strategy. The result showed that organizations are inspir ed by
different advantages of offering services . These include developing sust ainable competitive
advantages, responding to customer needs, and increasing  revenues. Tether &
Bascavusoglu -Moreau, (2012 a) found that organizations are offering services for a

combination of strategic, marketing, and financial reasons.
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2.3.2 The Scope and Extent of Offering Services

The aspect s of servitization scope and extent are not properly referenced in literature
(Benedettini et al.,, 2015 a). Oliva & Kallenberg, (2003) argue that identifying the extent of
servitization strategy is a critical succ ess factor. According to Galbraith , (2002), the
different numbers and types of services that combine into one solution system are the

biggest factors  affecting organization strategy and design. Certainly, there are several

values and benefits of identifyin g servitization scope and extent. For instance, Boyt &

Harvey, (1997) argued that the identification of the level of service provision helps
organization s to understand the optimum system of product and service that satisfie s either
particular or general ¢ ustomer needs . In addition, it helps to identify the optimal level of

service essential for gaining a competitive advantage, understanding the level of
management commitment required for delivering the service successfully. Furthermore , itis
vital to determine the required organization al competences, and to determine the
development process of type and amount of service s offered needed for future service
expansions (Boyt & Harvey, 1997). Finally , it is considered an important tool for developing

more t ailored services (Lovelock, 1983).

Galbraith, (2002) identified different categories for service expan sion. The first category
consists of two dimensions ; the vertical and the horizontal offer. The vertical offer is about

offering service related to the product, customers, and the industry. The horizontal offer is
more general and the service is offered as detached from the product and customer

segment. The second category classified the service based on the scale and the scope of the

offer , which stand s for the number of products and the number of different types of services

that PDNH XS WKH 3 BXer@odsHo provide  a solution. The third category is the degree

of integration and incorporation between product and service and more importantly, how
th ey work together.  Finally, the fourth category is based on the revenues of the product and
the service and the expected return by the organization . This will then show the additional

contribution to overall company profit s (Galbraith, 2002).

Fischer et al., (2010) distinguished between two types of services offer ed, the exploitation
and the exploration. In the exploitation approach, offered services are connected vertically

with the current customer activity chain and via developing new service through co -
improvement  of the existing knowledge and technologies. The exploration approach is based
on expan ding the service offer ed that connect s horizontally with  the customer activities
chain by finding new service opportunities , using new knowledge and technology, new

design integration, and developing new value streams (Fischer et al., 2010). However, the
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large scale and scope of solutions requires a large number of organizational units to be able
to offer more services . These i nclude more coordination schemes, more customer contact
points, more control systems, and an incentiv ised customer focus climate (Galbraith, 2002).
However, (Benedettini et al.,, 2015 a) say that this large scope and scale of services

increases the risk of f  ailure within the system.

The decision to offer  services is complex, and associated with a high degree of uncertainty

(Biege et al., 2012 ; Benedettiniet al., 2015 a). The broad range of services approach make s
it difficult to classif y (Gebauer et al.,, 2008a). Benedettini et al., (2015 a), argue that
organizations will fail if they do not have the ability to deploy an effective services provision.

Biege et al., (2012) identify the factors complicat ing the process of designing an affective
product - service sy stem. These factors include the lack of experience needed for developing

an effective product -service system; the narrow thoughts and beliefs that view s service as
merely a secondary element; and the fact that the  process of development of service is
customer driven and occur s in chronological steps rather than by systematic, planned and

controlled methods.

The previous literature defines the different scope and extent of servitization (Baines et al.,
2010). Table (2-8) presents these different trend S.
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Table 2-8: Scope and

Extent of Service Provision

Aspects identify
the scope of
service provision

Description

Sources

Organization
Strategic Purpose

The extent of servitization strategy is linked to the organization strategic purpose of providing
services. For product differentiation strategy, organizations offer service related to the
product. A customer orientation strategy requires adding more advanced services tailored to
custormners. While , for developing new organizational competency, services are offered as new
products that are not necessary related to the firm’s products or customers

Mathieu, 2001a

Crganizational
Capabilities

Moving from offering pure product to a service provider is based on organization core
competences and development of capabilities

Cliva & Kallenberg,
2003

Sustainability

Eight different models of product and service systems exist. Potential environmental gains,
economic return and low risk are the main factors determining which model to implement.

Tukker, 2004

Business
Environment

Various situations of business environment require various types of service strategies.

Gebauer, 2008

Customer’'s Meeds

Cffering different types of services depend on different customer strategic decisions and
needs

Helander & Moller,
2008

Business
performance

The successful extent of servitization depends on organizational strategic focus, where service
provision should be related to the organizations core business, and does not require complex
competencies.

Fang et al., 2008

Competitive
advantage

In order to develop a distinctive competitive advantage, an organization has to offer
protective services which are simple and basic services and move forward by proactively
engaging with customers to offer proactive services which are more much advanced and
sophisticated

Baines et al., 2010

Business Model

The transformation of value creation of the business model from offering product to offer
services determine the extent of servitization strategy

Kujala et al., 2011

Failure Risk

Different service types are associated with different risks. The amount of internal and external
risk, resources and capabilities that are involved with service provision are a central issue
involved with service provision

Benedettini et
al.,2015
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However, among the above -mentioned factors , Manzini & Vezzoli, (2003 ) consider
customers are the most important component of a combined product and service  provision
strategy. Kohtaméki et al.,, (2013) argue that positive effects of servitization are valid by
moving toward full service expansion. Likewise, Artto et al., (2008) argued that in order to
capture the value of servitization, the extent of services should cover the whole project , and
the organisation should offer basic and standard services and move forward by offering
more advance d services , which shape the solution system provider. Visnjic et al., (2012)
present the investments approach and the mar ket approach of offering service s using the
service scale and scope. The investments approach refers to offer ing a variety of standard
services aiming to gain financial benefit s rather than marketing benefits. On the other hand,
the market approach refers to offering a limited number of advanced and customized

services aiming to gain more marketing benefits , such as customer satisfaction and
customer loyalty. Still, increasing the service breadth in term s of number of services offered
decrease s the organizational performance . While increasing services depth by offering more
advance d and customized services enhances organizational performance (Visnjic et al.,
2012). Nevertheless, Fang et al., (2008 ) found that the impact of offering service practices

is highly dependent upon the type of industry. Bascavusoglu -Moreau, & Tether , (2010)
found that the positive impact of servitization only occurred at a higher level of servitization.

Recently Min et al., (2015) established th at the positive impact of servitization is providing
added -value by adding service to customers based on a gradual transformation and long -
term process , rather than offering large numbers of superficial services. A servitization
strategy requires  a high understanding of the task s and roles of the services elementand a

genuine idea why the services are being offered (Neely et al., 2011a).

2.3 .3 The Entry Mode of Servitization Strategy

Service innovation is considered an imperative factor for servitization (Gebauer et al.,
2006). However, very little research has studied the services innovation and the new
service development (Gebauer et al., 2008a). Determin ing how to introduce and deli  ver
services to customers in the most customer -oriented way is imperative  for the success of
servitization (Lerch & Gotsch, 2014a). Business es extend into the service business using a
variety of types of services (Turunen & Finne, 2014). Gebauer et al., (2007) distinguished
between service s that support product V function s and services that support customer Ve

activities to introduce the service business into the market. Both approaches of service

innovation involve a different set of arrangements and antece dents (Gebauer et al., 2008b).

The extension into service businesses tends to be a random process through unsystematic

development (Gebauer et al., 2008a; 2008b). Oliva & Kallenberg , (2003) suggest a
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systematic starting process, where offering simple and basic services bonded around

organizational capabilities is an optimal entry step into servitization. Accordingly, the offered
service should be product oriented and close ly related to the ILUPYV FRPSHWHQFHV D
available resources. This starting point fa cilitates the efficient move toward offering more

advanced service s which then leads to added more value (Windahl & lakemond , 2010;
Salonen, 2011 ; Cook et al., 2012). Gebauer & Friedli, (2005, p70) argue, 37KH WUDQVLWLRQ
based on an extended service business, starting with a few product -related services and
HQGLQJ XS ZLWK D ODUJH QXPEHU R IAc¢didiny toFNeelR | |, H2008) d \ffeting a
product related service, supports product selling, and red uces service expansion risk. This
view has been confirmed empirically by Baines et al., (2010) and Visnjic & Looy, (2013c),
who found that the most common services offered by manufacturing firms are the service

packages bonded around the organization s prod uct. These types of services were selected

to reduce service expansion risk (Baines et al., 2010). Also, in the construction industry,
Cook et al.,, (2012) argue that organization s should start with services related to the ir
products such as developing powe r saving building s, heating preservation and more

utilization of the sun light and heat.

Nevertheless , offering service s is strongly linked to customer values ( Pawar et al., 2009 ;
Baines & Lightfoot, 2011). Antioco et al., (2008) argue that organizations should start with
offering services related to customer activities to leverage product sales. According to

Martinez et al.,, (2010) o ffering services related to customer activities is more notable,

perceptible , appreciable by customers and more strategical ly fruitful.  This kind of service

that support s customer activities broadens customer relationship s and increases the

effectiveness and efficiency of the servitization process (Gebauer et al., 2007), this in turn,

deliver s more customer satisfaction (Lerch & Gotsch, 2014a). In addition, offering services

WKDW VXSSRUW FXVWRPHUTV DFWLRQ& maj@ GodiireVimyactWonHtke KDY H
RUJDQL]JDWLRQYV VHUYLFH EXVLQHVV RULHQWD3VLRordilgZOMBNRZVNL H
servitization typology (Figure 2-3) developed by (Mathieu, 2001a) and modified by (Heikkila

& Brax, 2010), offering service related to customer needs is the optimal tactical route and
starting point for offering services. It has limited implications on org anizational activities
and product marketing mix. Also, it promotes a customer orientation approach and
facilitates organizational culture change (Mathieu, 2001a ; Heikkila & Brax, 2010).
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Figure 2-3: Servitization typology developed by (Mathieu, 2001a) and modified by
(Heikkila & Brax, 2010).
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Penttinen & Palmer, (2007), argue that different paths of servitization lead to different
market positions. Offering product related services leads to basic components and solutions,

whereas offering customer related services leads to more integrated components and

solutions, still, these strategic positions are influenced by customer needs. Baines et al.,,
(2010) indicate that both a product support service and a customer support service are two
important strategic moves that support the success of a servitization strategy. The product

support service is  considered a protective strategy, where o rganizations offer  service to
protect their market position . They do this by offering service s that support the product
function such as customer training, delivery service, providing product spare parts,
maintenance service and customer service desk. Thes e services are considered an essential
attribute within the marketplace as order qualifier characteristics. Services offered relating
to products are considered as a reactive move, these services are having order qualifying
characteristics.  Services offere d relating to customers are considered as a proactive move,

these services are having order winning characteristics. These include systems integration
service, product monitoring service, different financing solutions, and customer advice and
consulting se rvices. These services are offered to distinguish the manufacturing offers from
competitors and work as a facilitator to win ning the contract (Baines et al.,, 2010).
According to Boyt & Harvey, (1997) , and Lerch & Gotsch, (2014a) , these two modes of
entry, regardless of ZKHWKHU WKH VHUYLFHY DUH UHODWHG WR SURGXFWVY
activities are good as  a starting point for servitization strategy, as long as these services are

easy, standard, simple, cover a large segment of the RUJDQL]DW Lterfefsvand Xrdvide

an acceptable level of customer satisfaction
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2.3.4The Factors Influenc ing the Designof Service s

Designing an effective marketing offer is a risky process and should be handled deliberately

(Bamford & Forrester, 2010). Services are intangible, heterogeneous, inseparable, and
perishable; services are perceived, sensed, and experienced, and services are activities
customized for individuals (Bowen & Ford, 2002). Business es are offering a broad range of
services (Sakao et al., 2009). Th e diversity of the services available for organization s makes
it difficult to generalise a successful desig n of servitization (Gebauer et al., 2008a).
Generally, the product and service system encompass es three crucial dimensions, the
customer, the provide r and the services offered. The customer and provider are
inseparable , as organizations need to understand and anticipate customer needs and link

these needs to organizational capabilities through the offer . Services o ffered involves
different activities a nd elements of the system through its whole life cycle whereby
organizations have to identify thoroughly the system and its life cycle components. Still, the

customer is the central aspect of value . Organizations have to start from customer needs,

and to b e open to fit with whatever requirements are needed to change the solution design

(Sakao et al., 2009).

According to Lertsakthanakun et al., (2012) several factors are involved in designing
appropriate  service s and numerous considerations and arrangemen ts are needed. Most of
the published studies con  cluded that organizational internal factors are the main influential

factor affecting the design of services offer ed (Oliva & Kallenberg , 2003; Gebauer et al.,
2012a; Kindstrom & Kowalkowski, 2014). Other scholars consider customer s as the most
important element of services design with customer satisfaction being the imperative
success factor of service s offer ed (Boyt & Harvey, 1997 ; Mont, 2001 ; Manzini & Vezzoli
2003 ; Ping & Jia, 2010).  Fulfilling customer demands and satisfying customer preference s
are the most significant issues when designing the services to be added to the product
(Mont, 2001).  According to Boyt & Harvey, (1997) c ustomer satisfaction happens when the
FXVWRPHUYV T tiArsS Hdre \iulilled. As  such, manufacturing  firms have to design their
service s based on different performance measurements that fit with different procedures

and criteria used by customers to evaluate the service .

Other scholars considered both external environmental factors and internal organizational
factors as having the greatest effect on design and the success of service s (Lele, 1997;
Windahl & Lakemond, 2006; Kujala et al., 2008 ; Pawar et al., 2009; Weeks & du Plessis,
2011 ; Lertsakthanakun et al.,, 2012). Accordingto Weeks & d u Plessis,(2011) the dynamism
of the environment forces organizations to focus their emphasis on customer needs and
requirements. Still, economic pressures force them to focus more on quality, and cost.

Pawar et al., (2009) argue that to design a successful service, organization s should start by
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identifying customer needs and values, and link these needs and cr eating that value to the
cost of offering  the services. Gebauer et al., (2012a) added networking as another f actor to

be considered for designing the service to be offered as formal and informal strategic

alliance s are required to offer advance d solutions and integration service systems and
manufactur ers need to develop the required capabilities to manage this network . In a
project based business, Kujala, et al., (2008), argued that several factors influence the

design of offer ed services, butthatthe customeris the most influential factor.

Lertsakthanakun, et al.,, (2012) developed a decision -making framework t o design a
successful service package based on categorizing factors , which influenc e the servitization
strategy into external and internal factors. In order to design a successful service
businesses have to investigate the dynamic capabilities, the ability of their customers and

supplier to support transformation and the cost structure of offering services. Furthermore,

selecting the best service approach requires a difficult balance between customers, costs
and organizational capabilities (Lele, 1997), and the significant issue  when designing the
service process is to avoid the redundant cost into the operation function (Vasantha et al.,

2012). According to Manzini & Vezzoli (2003), t he trade -off between design service to
satisfy customers and design service to reduce cost is an essential challenge of the service
design process. Still, organizations have to design services so that these added services are

valued by customers and able to create their own market demand

2.3.5 The Design Approach of Services

An efficient development of new product or services is a critical success factor, where failure

to design and introduce an attractive product leads to loss of organizational competi tive
advantage and market failure (Bamford & Forrester, 2010). The product -service system has
three main elements: the product, the service, and the integration system. According to
Goedkoop et al.,, (1999), t he product , which refers to the physical good , is produced to
PHHW GLIITHUHQW FXVWRPHUTV Q WhicB Veferg KdHthé&/ Elddnoinie Hctivity , IS
offered for other people based on their requirements to generate profit. Finally, the system ,
which refers to the different joint mechanism , is used to in tegrate the product and the

service to gain market positioning. Th e integration system is the unique design of different

components of product s and services to work in an organized manner and operate
consistently and concurren tly (Galbraith, 2002). It shou Id increase the value of both the
product and the service through effective integration mechanisms ( Baines & Lightfoot,
2011), and profitably contribute to the business (Pawar et al., 2009).
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Usually, the service development and innovation just happen and are difficult to systemize
(Gebauer et al., 2008b; Biege et al., 2012 ). However, the primary objective of servitization

LV WR HQVXUH WKDW VHUYLFHVY DUH SURGXFWLYHO\ LOQOWHJUDWHG WR
outcome is aligned to customer needs (Manzini & Vezzoli, 2003 ; Sakao & Lindahl, 2012).
Thus, a systematic method for developing the product and service system together is a

major require ment (Shekar, 2007 ; Kindstrém & Kowalkowski, 2014).

The traditional  development methods of product s or services are not appropriate for
developing an integrated system of product and service (Clayton et al., 2012). Furthermore,
product manufacturers are at a skill disadvantage  when developing and integrating new
services , compar ed to developing new product (Sakao & Lindahl, 2012) . Additionally , the

nature of develop ing service is a chronological and via  a co-creation process , rather than a

planned and controlled development , which hinders the operative design of both the product
and service systems (Biege et al., 2012). In addition, firms emphasis e on the product TV
tangible characteristics , and how these characteristic s function with each other and with

other tangible parts. There is less emphasis on integrating these tangible elements with
intangible ones. This is because services are not usually being a part of the production
operation . Maussang et al., (2009) say that this lack of emphasis on the intangible aspects
i.e. added services obstruct the process of having a full -integrated package of product and

services.

In term s of project -based business es, integrating services into a project is more challenging
(Artto el al., 2008). A customer specific solution is the key outcome of any project -based
business (Kujala et al., 2013). Project -based firms have to ¢  onsider the services element in
the earlier stage of project design and the overall project lifecycle (Arttoet al., 2008 ; Kujala
et al., 2013 ; Galera-Zarco et al., 2014).

In general, Pawar et al., (2009) identify three main stages to design ing a profitable and

successful services package . At the first stage, organization s need to define customer needs
and the cost of addressing those needs. Accordingly, organization s have to de sign the
product -services system and determine the required capabili ties to produce th at system .
Organization s have to develop the required capabil ities that needed to deliver that system

successfully as well . Clayton et al.,, (2012) affirmed that the development process starts

from data collection and analysis. Organizatio nal research, organizational employees,
customer, suppliers, competitors, and specialized events are the sources of data for a new
service development (Biege et al.,, 2012). Still, customer interaction and organizational
learning are fundamental aspects of service design and development (Visnjic et al., 2013).
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Nordin & Kowalkowski , (2010) presented different approaches to identify customer needs

and values. Firstly, the linear process approach, in which service s are designed realistically
and systematicall y, passes sequentially through analytical steps. The process starts from
identifying customer problems and ending with recognizing the optimal solutions to address

these problems. Secondly, the relational approach is where the developing process of
service starts with a casual conversation between customer and provider, to explor e and
understand customers  {needs and addressing these needs in co -development manner.
Finally, the iterative  approach is where service design emerges  from long -term buyer and
suppl ier relationships and interactions, f rom which organizations develop the abilities to

understand customers and recognize the ir hidden needs , and howto address these needs .

Clayton et al.,, (2012) identified several integration techniques to integrate pro ducts and
service s in different systems. The first approach is taken from a product and services
system perspective, where organizations focus on the system outcome that meet
FXVWRP Hébds] The dominant feature of this approach is to encounter particula r
customer needs in  a particular marketplace. Here, the outcome of the solution system is the
dominant element of product - service design , whereby the process is oriented toward
designing service and product in parallel and the characteristics of the solut ion system are
the leading factor. The second approach is considered from a product point of view, where
services are developed after the recognition of product features or the product already

available on the market . In this case , the product features hav e a significant effect on the
service design and narrow the service packages so that they have to be bounded around the
product. Finally, the service -oriented technique , which used when service element is the
focal point in the economy , and the outcome is oriented toward offering more value. In this

case, the process is oriented toward the service characteristic as leading factors , and the
product is the added -on element. The design of products and service S separately is
considered a proper methodology when the characteristic of one of them (product or
service) is the central element of the offer and more important than the other. The joint
approach is more proper when both service and product are strongly connected and none of

them dominating the other (Cla yton et al., 2012). Alonso -Rasgado et al., (2004) argue that
the success of a product -service system depends upon both product and services for which
Alonso -Rasgado & Thompson, (2006 ) recommend the joined approach of product -service

design to overcome the design difficulties.

2. 3.6 Facilities  Arrangement for Offering Service
Servitization strategy impacts on the entire operations of an organization including the

facilities arrangements for offering services (Kowalkowski et al., 2011b). Facilities
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arrangem ents are concerned with operational system location, specializations and make or

buy decision s (Preker et al.,, 2000). According to Eisenhardt , (1985) , the proper
organizational arrangement should be selected based on several criteria such as the degree

of control over the process, the performance management evolution tools and the
importan ce of information system in the process. The academic discussions that have
appeared in mainstream literature suggested different organizational arrangements to

produce and deliver a product -service system (Kowalkowski et al.,, 2011b). These different
arrangements are classified based on internal a nd external designs, where each of these
arrangements has its own advantages and disadvantages (Gebauer, 2008; Kowalkowski et

al.,, 2011b; Baines et al.,, 2012 ; Gebauer et al., 2012). Table (2-9) presents these

advantages and disadvantages
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Table 2-9:Prosand Consof Facilities Arrangement s

In- house production

Source

Pros

Optimal for offering simple services, provides more control over service price and
quality; stimulates product and service innovation; maintains a close relationship,
facilitates the shift toward customer centric and develops marketing capabilities;

Dunn & Thomas, 1994; Meu & Brown,
2005; Gebauer, 2008; Gebauer et
al., 2010b; 2010c ; Kowalkowski et
al.; 2011b; Muutinen, & Lappalainen,
2012; Gebauer & Kowalkowski, 2012

Cons

Creates conflict , increases operational process complexity and decreases profit
margin

Dunn & Thomas, 1994; Gebauer et
al., 2010b; Turunen & MNeely, 2012

Separate business unit

Pros

Supports offering different types of services , reduces the impact of cultural
change , balances focus in product innovation and service innovation and propose
more custormers focusing culture |, provides mangers with more control tools and
services performance measuring

Galbraith, 2002; Gebauer et al.,
2005; 2007; & 2010c; Brown et al.
2009; MNordin & Kowalkowski, 2010;
Gebauer & Kowalkowski, 2012;
Turunen & MNeely, 2012

Cons

Raises organizational complexity, increases coordination cost, reduces
organizational flexibility , requires large investment , more financial resources and
more coordination between departments

Gebauer et al.,, 2010a & 2010b;
Matthyssens & Vandenbempt, 2010;
Turunen & Toivonen, 2011; Gebauer,
et al. 20123

Process outsourcing approach

Pros

Offers simple service to support the product functionality , reduces the required
initial investrnent, reduces organizational expansion risk , supports focusing more
on product production process , enhances organizational flexibility , supports
offering more options of services and developing new system solutions ideas

Axelsson a Wynstra, 2002;
Matthyssens & Vandenbempt, 2008;
Gebauer, 2008; Gebauer et al.,
2010c & 2012a

Cons

A risky process as the outcome, performance and value of the chain will depend on
works and wvalues are added by different actors in fulfiling a part of organizations
obligation to customers

Webster, 2000; Axelsson & Wynstra,
2002;

Partnering and networking approach

Pros

Provides more advanced and complex services , supports concentrating on core
capabilities and developing more services capabilities , supports the organization
market position of offering services and delivers superior performance

Matthyssens & VWandenbempt, 2008;
Gebauer, 2008; Gebauer et al.,
2010c; 2012a & 2013

Cons

Rigid relationship, difficult to change, and leads to reciprocal dependency between
different organizations on available resources and market success , actions and
reactions services development rather than in-house systematically and cautious
development , and overlapping of different roles

Kowalkowski et al., 2011a; MNenonen
et al., 2014
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According to Van der Valk et al.,, (2005) acquisition of a service business is becoming more
imperative for organizations . However, numerous factors affect the organizational decision

to offer services  (Ohvanainen & Hakala, 2014) . For instance, Dunn & Thomas, (1994) linked

the types of offered services and the level of integration to the organizat ional decision of
how to produce, organize and offer these services. Gebauer, (2008) used the strategic

condition s of the external business environment and the internal organizational
competences as the base to select the optimum choice of organizational d esign for offering
services. Baines et al.,, (2012) , argue that the decisions of the organization to design and
offer services are determined by the level of customer contact, the availability of resource S
and competence required to produce services, the av ailability of operational capacity, the

offer { Yeliability and the cost of any necessary arrangement s.

However, Gebauer et al., (2013) argue that organizations are not able to produce internally
all service activities required to deliver systems. Busine sses need to make different
arrangements to  engage successfully with different approaches of servi tization (Gebauer et
al., 2010c). Several scholars recognise the need of multidimensional configuration to
support services, and the transition from product o rientation to service orientation and
being more customer centric (Dunn & Thomas, 1994; Raddats & Burton, 2011; Matthyssens

& Vandenbempt, 2010 ; Kowalkowski et al., 2011b).

Kowalkowski et al., (2011b) presented the advantages of the hybrid organizational
arrangement for offering services. They argue that a range of different organizational
arrangements is preferable, whereby the organizational choice for the service structure is
influenced by t he organizational strategic decision, the type of service offer ed, and market

characteristics.  Several factors such as the market strategy, the level of customer

relationships, the degree of product - service integration, the organizational competences and

the characteristics of the external market channel should be used as a bas is of
organizational decision -making to design hybrid organizational arrangement s. Dunn &
Thomas, (1994) develop ed a framework of different internal and external arrangement s for

service provision process based on moving from offering simple services to more complex

offers. The lower point of the model is the product solution where services are offered from

production to support the product. The business solution is the second platform where
services are offered from separate business units to support numerous products. Finally, the

partnership solution is the upper point where an organization joined other s to provide

different type of advanced solutions

Raddats & Burton, (2011) deve loped a framework to select the optimal design based on

organization al strategic purpose from offering the service. For example, the joint functions
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of service and product fits better when services are added to improve product
differentiation. = The separate business unit is more appropriate for offering service s that
detach from product s. Particularly, when these services are offered to develop a more
customer centric approach and subsequently, more financial growth. Also, in term s of
service s closely relate d to product and the production process, a virtual service unit , which
refers to the process of producing service from the same production unit with detached
costs and revenue responsibility, is more appropriate to overcome coordination and
communication problems. However, In term s of offering solution system, where service
become s the main stream of organization al revenue and competitive advantage,
outsourcing and networking are a better way of developing required competences. Finally,
Matthyssens & Vandenbempt, (2010) developed a multidimensional framework for
organizational arrangement in line with the incremental notion of servitization strategy that

consists of in -house production, outsour  cing and networking.

2. 3.7 The Price Decision of Offering Service

The pricing strategy plays significant roles in accomplishing the organization 9 Vgoals
successfully ( Kaplan & Norton, 2006). In a service industry, the price of the service is
viewed as an important evaluation principle for customers to make purchasing decision s
(Huber et al., 2001). According to Avlonitis & Indounas, (2005) both external and internal

factors affect the pricing decision. The internal factors, which are considered to be under
organization al control, are the cost of service and organization al market ing strategy. The

external factors such as demand elasticity and competition intensity are difficult to govern ,
and out of the organization 9 \ontrol. Thus, in  a service industry,  pricing strategies are
categorized into three broad classifications. First, the price decision is made based on the

cost of service as the price of services is determined by adding a profit margin to the

service 1 ¥ctual cost. Secondly, the price decision is made based on market competiti on, as

the price of service depending on the market price and direct competitor s pric es. Finally, the

price is made based on customer demand; here the service price is linked to th H FXVWRPHUVY
perceptions of service , value and quality (Avlonitis & Indounas, 2005). Still, there are

several objectives guiding the pric e. These include pricing to ensure market survival and

improve sales, maximize organization | rofits, set a barrier for competitors from entering

WKH RUJDQL]DWLRQYY GRPDLQ DQG FUHDWLQJ D SDunWMhery®biU SURGX
customers (Bearden et al., 2004). Therefore, a multidimensional and comprehensive pricing

approach that considers both the internal and the external factors is a more appropriate

pricing tool (Indounas, 2009).
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In term of servitization, the pricing decision is more significant and more complicated (Ulaga

& Reinartz , 2011 ; Newnes et al., 2014). According to Rapaccini (2015) , there are several

factors influence servitization pricing strategies. For instance, b usiness organizations have
to develop new business model s based on revenue and pricing schemes that produce a
higher value from offering service s, and at the same time reduce the risk when offering

services (Kowalkowski & Kindstrém, 2013). Still, the uncertainty of services consumption
complicates the services pric  ing decision (Nudurupati et al., 2013). A further  challenge, that

offering services are  invariably labour intensive (Neely, 2008 ). In addition , because of the

lack of services cost rates , the service price decision could not be rel iant on the operating
experiences (Lay, 2014). Thus, a dependable pricing policy geared to the nature of
servitization is an imperative success factor (Artto et al., 2008) , whereby different external

and internal factors  should be considered (Newnes et  al., 2014).

Although , few studies address servitization pricing policies , there are differen t views of
service pricing schemes (Rapaccini, 2015) . For example, the decision to offer services free
of charge to support the product sales and functionality (Lele, 1997) are perceived as a
basic part of an organization 9 rimary marketing offer (Morsch ett, 2006 ; Ulaga & Reinartz
2011) , and customers are not keen to pay more for this basic service (Loomba , 1998). The

second view of the pricing decision is based on distinguishing between different types and

purpose of offering service (Ulaga & Reinartz , 2011). For instance, in case of offering a
basic service where services are perceived to be included when buying a product and
considered fundamental to product functionality, customers are not enthusias tic to pay for
this basic service, and hence should be offered free of charge . However, in case s of offering

more costly advance d service s, a comprehensive product  -service package d pric e is the best
tool, as the pri ce decision will encompass the cost of both product and service. In the case

of offering professional service s used to distinguish the firm products in the market place,

and where such services are perceived as a replacement of customer risk and responsibility,
customers are  more likely to pay for receiving this type of service . Here, a value -based
pricing scheme to determine the service price is an appropriate tool as this technique is

dependent on the value perceived from a customer's standpoint (Ulaga & Reinartz , 2011) .
Gebauer et al., (2012a) argued that when offering advance d services look ing at more
financial rewards, the services should be offered separately from the product price. This

detached price will not disturb the customer who is only interested in  a product without any
additional services. Besides, a separate service price has se  veral effects on the organization ,
which will have the ability to re - utilize the available  resources to serve customers who are
keen to pay for this customized service . Separating service price from product price will

decrease the product price and as such organization s will attract new customers who prefer
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low price products. Similarly, separating service price from product will attract new

customer s who pre fer only service (Gebauer et al.,, 2012a).

In order to effectively pric e a product -service system, business es have to evaluate the cost
of the service offered , evaluate customer q ¥bility to pay for the services , and evaluate the
risk of offering services and how much of the service to offer (Kindstrom & Kowalkowski,
2014). Rapaccini, (2015) argues that different pricing policies are crucial for offering
different approaches of servitization. However, different pricing capabilities are more crucial

for effectively developing these more advanced pricing policies.

2.3.8 Section Summary

The above sectio n has attempted to define the servitization strategic design process, by
which business es select the most appropriate courses of action of offering services to
achieve organizational objectives . The central output of the section, that design s an

effective servitization strategy is not an easy process. Servitization offers a wide variety of
options and levels of service.  The decision to offer these services is enforced by the external
environment and driven by strategic, financial, marketing and innovation rationales . The
servitization process should start by offering basic and simple service bounded around
product functionality or customer activities. The extent of service infusion should be

extended to reach the system solutions stage, whereas the scope of services should be
limited and minimized. Still, customer s are the most important element of services design

and customer satisfaction is the imperative success factor in what services to  offer. Lastly,
hybrid facility —arrangements and different pricing p  olicies are crucial for offering different

approaches of servitization

2.4 Implementing Servitization Strategy
Strategy Implementation refers to the strategic management process of managing the
execution of a  strategic plan. The process involves the us e of managerial and organizational

tools to direct resources toward achieving strategic outcomes (David, 2013).

Offering different service s is now dominating business (Raddats et al., 2015). still,
servitization is not any easy strategy to adopt (Benedett ini et al., 2015 a). Servitization
consists of different dimensions (Oliva & Kallenberg, 2003 ; Tukker, 2004) and each of these
dimensions has its own set of requirements and challenges (Baines et al.,, 2009a). These
requirements are varied based on the organization 9 Vintended strategy to expand in t o]
offering more  service s (Martinez et al., 2010). Where likely, organizations need to develop

new and alternative organizational principles, structure, and d esign ( Leoni, 2015 ; Wallin et
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al., 2015). For this, organizations have to carefully implement  servitization and to

understand the critical success factors of servitization ( Tonelli et al.,, 2009 ; Ahmed et al.,
2013b).

Businesses are making efforts to integrate services and product (Wallin et al., 2015).
According to Krajewski et al., (2013), services produce intangible and perishable output S
that cannot be held in inventory. The process involves a high level of customer contact with
a short response time and difficult quality measurements. Comprehensively, Baines et al.,
(2009b) demonstrate in detail the differences between the traditional operation process and

the service operation process. These differences are present ed in table ( 2-10) below.

Table 2-10: The Difference Between Manufacturing & Service operations ,

reproduced  from the work of (Baines et al., 2009b)
Product Operation Process Service Operation Process
The process is bounded around the the service operation process is oriented towards
transformation material into physical outputs customers and customer satisfaction
More machine intensity More labour intensity
A product process design tends to prefer a little | A service process is designed based on high
variety and more product standardization customer contact, customer interaction and

requirements
The capacity is driven by the level of demand to | The capacity designed to meet variant level of

gain higher level of capacity utilization. demand and low level of utilization is an
acceptable into the process design.
The value chain is designed based on vertical The value chain is designed as a system to deliver

integration to reduce cost, increase quality and | different solutions to customers.
ensure chain control.

The control system is more complex and The guality control system depends on customer
designed to be linked to market demand and performance and interaction and designed based
internal operational processes to ensure more on customer satisfaction criteria. The process
productivity, where cost, time and quality are concentrates on time of delivery and service

the common criteria of performance performance.

measurement

The process tasks are usually designed to be Customer involvement and customer contact
more standard and routine to benefit unskilled require more skilled people with good customer
workforce. interaction capabilities

Different quality control methods are oriented | The planning and control system is linked to the
toward reducing production costs and increasing | customers and usually considered as unique

the resources utilization. project.

New product development tends to be more New service development process is linked to
systematically process and delegated into customer needs, and usually customers are
different business functions involved in all the developing steps

the manufacturing process is designed based on | The service process design based on high
less customer interaction and close supplier customer interaction and being close to
relationship customers

Ahamed et al.,, (2012b; 2013a; 2013b ; & 2013c ) identify and demonstrate organizational
strategic factors that affect the implement ation of an effective servitization strategy. In
summary servitization requires a service oriented approach and an active implementation

plan. Whereby , organizational ability to create new business vision is significantly

influencing the success of adopting servitization . Also, organization 9 \abilites to change,
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reinforce leadership commitment and encourage a team working spirit are required to
becoming more customer -centric. The organizational ability to develop different
communications and coordination mechanisms, to create collaborative actions among the

whole organization i.e. individuals, departments, and units is also necessary. The final
requireme nt is effectively socializing the service culture and the necessity of a service
element as a main source of developing organizational sustainable competitive advantage.

These requirements are addressed in more detail below

2.4 .1 Servitization Strategy  Requirements

The successful accomplishment of a servitization strategy depend s on the organization fV
ability to develop an optimum structure, culture, management practice and conversion

process that fit s with the requirements of offering service s (Martin ez et al.,, 2010 ; Kindstrom

& Kowalkowski , 2014 ). Servitization strategy requires a specific set of capabilities to

develop, produce, and deliver services ( Hanski et al., 2012 ; Raddats et al., 2014 ; 2015)
and also, to support the organization 1 Wwansformation process from product orientation to

services orientation (Baines et al., 2009a).

2.4.1.1 Organizational Capabilities
Organizational capability UHIHUV WR 3WKH FDSDELOLW\ RI DQ RUJDQL]DWI
coordinated set of tasks utilizing org anizational resources for the purpose of achieving a
SDUWLFXODU HQG UHVXOW"~ +HOIDW 3HWHUDI S W UHIHU
individuals, groups, procedure, skills and knowledge combination. This synergy facilitates
the creation ofanorg DQL]DWLRQYV FRUH FRPSHWHQFHVY WKDW XQGHUSLQ LW
(Johnson et al., 2013). These capabilities are a key success factor for any strategic choice,
where organizations have to align the strategic choice with its key capabilities (Schneier et
al., 1991).

Strategic capabilities are a key success factor enabling the successful delivery of

servitization (Raddats et al., 2014 ; 2015). Servitization strategy requires different
capabilities to be successfully implemented and delivered (Gebauer et al., 2012a; Baines &
Lightfoot, 2013b). Organization al capabilities are vital components of a servitization

strategy (Paiola et al., 2013 ; Raddats et al., 2015). It is the main aspect that determines

types and extent of offering  successful service s (Oliva & Kallenberg, 2003) These
capabilities are also significant for producing service s and facilitating the organizational
transformation process (Baines & Lightfoot, 2013b ; Gebauer et al, 2012a). Several
exploratory studies investigate d the required capabili ties for adopting servitization strategy
successfully (Raddats et al.,, 2015). still, the capabilities to provide service s are less
understood (Neely et  al., 2014). Table (2-11) below summarized these required capabilities

for offering services
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Table 2-11: Required Capabilities for Servitization

Capability

Description

Source

Systern Integration
Capability

the process of bringing products and services together into one
system and ensuring that they are functioning together as a
system

Brady et al., 2005b; Davies et al., 2001;Lin et
al., 2011; Salonen, 2011

Service Operational

The capability of develop , produce and deliver services

Brady et al., 2005b; Davies et al., 2001;

Capability Visnjic & Looy, 2013b

Service Orientation | The process of shifting from product transaction business to | Oliva & Kallenberg, 2003; Brady et al., 2005b;
Capability relationship based business Vargo & Lusch, 2008; Salonen, 2011
Innowvation The application of developing new ideas and system to meet | Salonen, 2011; Santamaria et al., 2012;
Capability customer needs. Visnjic & Looy, 2013b; Wallin et al., 2015

Flexible Process &
Dynamic Capability

The ability of the operational process to adapt to changes based
on offering services

Vladimirova et al., 2011; Kowalkowski &
Kindstrom,2013; Kindstrom et al. 2013;
Zhang & Zhang, 2014

Customer Intimacy
& Client Capability

The ability to monitor and

movement

any client tensions, problems

Miller et al., 2002; Raddats et al., 2014

Human Resource
Capability

The people skills for high customer interaction and customer
orientation

Lay, 2002, Santamaria et al., 2012; Visnjic &
Looy, 2013b; Raddats et al., 2014

Organizational
Change Capability

The ability of an organization to plan, design, and implement
change efficiently

Oliva & Kallenberg, 2003; Gebaure, et al.,
2010a Baines & Lightfoot, 2013a : Watanabe
& Shimomura, 2013

Entrepreneurial
Capability

The ability of an organization to medify their business model
through acting with foresight, creative and innowvation and
being alert to the new business opportunities of offering services

Manzini & Vezzoli, 2003; Ettlie & Rosenthal,
2012; Raddats et al., 2015

Organizational
learning Capability

The process through which an organization develops new
knowledge or improves a current one in order to sustain or
improve its performance

Brady & Davies, 2004; Brady et al., 2005b;
Den Hertog et al., 2010; Ulaga & Reinartz,
2011

Risk Assessment
Capability

The process through which an organization reduces uncertainty
and clears ambiguity through identifying potential events and
establishing optimal responses

Vladimirova et al,, 2011; Paicla et al., 2013;
Raddats et al., 2014

Marketing & Selling

The organization ability to promote and selling the product and

Vladimirova et al., 2011; Ryals & Rackham,

Capability service system 2012; Nudurupati et al., 2013

Customer’s The process of understanding customers and develop more | Davies et al., 2006; Den Hertog et al., 2010;
anticipation tailored and advance services Salonen, 2011 ; Ettlie & Rosenthal, 2012
Metworking The process of dewveloping strategic relationship with others in | Oliva & Kallenberg, 2003; Gebaure, et al.
Capability order to produce and deliver complex services systems 2010a & 2012a; Henneberg et al., 2013

WValue Co-creation
Capability

The process of focusing on custormer needs, experience and
interactive relationship by involving customers in the wvalue
creation process through more active customers involvernent

Vargo & Lusch, 2008; Den Hertog et al., 2010;
Zhang & Zhang, 2014
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According to Miller et al.,, (2002 p.3) companies must be D E O Ho produce a profitable

surplus for a firm and its customers and solutions must deliver outcomes valued by clients
based on unique supplier capabilities " 5DGGDWA., H2014 ), identified eight broad
capabilities necessary for adopting a servitization st rategy . These capabilities include
personnel capability ; effective operation capability ;  change capability ; networking
capability ; innovation capability ; customer management capability ; service orientation
capability ; and service development capability. Conceptually, four capabilities are the
common capabilities needed for adopting a servitization strategy successfully . These
capabilities are system integration ; innovation ; services operations and ; organizational

change and transformation (Oliva & Kallenberg, 2003 ; Brady et al., 2005a; 2005b; Gebauer
et al.,, 2012a; Baines & Lightfoot, 2013b ; Galera -Zarco et al., 2014).

Other s cholars indicate that organizations have the ability to innovate service with minor

level of capabilities, where only the entrepreneurial  capability is needed for adopting the
servitization strategy (Manzini & Vezzoli , 2003 ; Ettlie & Rosenthal, 2012). Likewise, Wallin
et al., (2015) argue that the innovation capability is the greatest capability for successfully

servitizing.  Conversely, Lay, (2002) and Santamaria et al, (2012) claimed that the
dissimilarity between product process and service process has almost vanished, and that
only personal skills related to human resource s and customer interaction is of major

importan ce when offering greater  service.

Kindstrom et al., (2013), argue that dynamic capabilities are the significant capabilities to

enabling service innovation. Gebauer et al., (2012a) emphasises the systematic incremental
steps in moving toward offering advance d services and solution systems for developing and
gaining different types of capabilities. Different stages of servitization are linked to different

function s of organizational dynamic capabilities. According to this model, the servitization

process is di vided into three main stages . the initial stage ; the planning stage ; and the
implementation stage. Likewise, the dynamic capability was broken up into three functions
sensing, sizing and reconfiguration. Each function is responsible to develop a particular set

of capabilit ies needed in each stage of servitization. Baines & Lightfoot, (2013b), developed

a framework of two broad sets of capabilities. The first set is needed to respond e ffectively
to the sequences of adopting a service strategy , while the second set is needed to

continuously operate and improve the services strategy.

Empirically, Raddats et  al.,, (2015) found that the ability of executive managers to lead the
effective organizational transformation form product -orientation to service -orientation and

the ability of sustainable service operations are the most important capabilities enabling
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servitization.  Paiola et al., (2013) divided the services provision process into sev eral
activities and linked each of these activities to a specific capability. These required
capabilities could be developed either through an internal development process or an

external process or by a combination of both approaches . Another empirical res earch by

Ulaga & Reinartz , (2011) found that knowledge gaining capability is the most important one
for successfully implementing servitization strategy . This capability will facilitate the
development of other important capabilities such as risk managemen t, system integration,
marketing and selling, and innovation capabilit ies. Leoni, (2015) argued that there are

different connection s between an organizational knowledge management system and the
adoption of a servitization strategy . In fact, an organizational learning capability is
considered a vital element of servitization strategy, where the needed capabilities are

developed over time, and by the incremental process of servitization ( Brady et al., 2005b ;
den Hertog et al., 201 0). Thus, explora tory learning capability to gain new knowledge and
exploitative learning capability for developing an existing one are very important for a

combined product and service system ( Brady & Davies, 2004 ).

2.4.1.2 Organizational Structure
Organization structure is defined as the interactions of the set of roles, principles, power
and responsibilities within the organization to regulate the groups and LQGLYL GiDiOgsV
and attitude, toward effective accomplish ment of organizational goa Is. This organization
structure manages group and individual interact ion with each other internally and with
outside organization s, and how the organization itself inspires them to accomplish
organizational goals and objectives (Jones, 2013 ). According to Johnson et al.,, (2013),t he

design of an organizational structure has to be altered to reflect the selected strategy

An appropriate organization structure is considered a strategic critical success factor that
improves organizational performance (Davies et al., 2006). According to Turunen & Neely,
(2012) a t raditional manufactur ing structure differs from a service structure ; while the
manufacturing structure tends to be more mechanistic and rigid, and the service structu re
tends to be more organic and flexible (Turunen & Neely, 2012). Table ( 2-12) summarises

the characteristics of product and services organisational structure.
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Table 2-12: The characteristics of product v ersus service organizations (Turunen &
Neely, 2012)

Manufacture Organizational Structure Service Organizational Structure
Mechanistic design Organic design

Bound around production effectiveness | Bound arcund customer and customer
and efficiency satisfaction

Task Specialization Realistic nature of individual tasks
Departmentalization Design Interaction Design

High task certainty High task uncertainty

Formalization focused design based on | A network structure of control, authority, and
Hierarchical structure communication

Centralization of decision making Decentralization and fast decision making
Marrow spans of control Wide spans of control

Lower authority delegation High authority delegation and problem solving

The traditional manufactur ing RUJDQL]IDWLRQDO VWUXFW X &eHitigaRadd gty VXSSRUW

(Turunen & Neely, 2012) . This traditional  structure is subject to fundamental changes
following the implementation of a services expansion strategy (Oliva & Kallenberg, 2003 ;
Gebauer & Kowalkowski, 2012) . Service features  play significant roles in determining the

nature of the required organization design (Martinez et  al.,, 2010). According to Buzacott,
ILWWLQJ ZLWK FXVWRPHUVY QHHGV LV WKH NH\ SRLQW LQ GH

structure based on  a servitization strategy. Bieberstein et al., (2005) describe d the impact

of service provision into the organizational structure. This is where the optimal

organizational structure should empower the workforce, and create common corporate

practices and routines to fit with a high task uncertainty. The structure should promote the

ability for rapidly adapting to changes in business environme nt. Similarly, the rapid changes

LQ FXVWRPHUVY QHHGV DQ G\oifeds reduireSHAXbIY Rddision making process

and more delegation  of authority . Therefore, the structure in a service organization tends to

be of a more organic design rather than a mechanistic one.

Offering services involves close customer relationship s with high customer interaction and

high customer involvement; this involvement requires more flexibility with fast decision -
making and a problem -solving approach  (Neu & Brown , 2005) . Moreover, offering services
increases the level of uncertainty, task interdependence, and organizational complexity

(Turunen & Neely, 2012). The organizational  structure therefor, should promote fast
respons es to customer needs ; support work ing closer with customers ; develop high level of
customer centricity and; aid long relationship s (Gebauer & Kowalkowski, 2012) . The
structure has to facilitate a n effective integration that is needed to equip the organization to
become a complete solution provide r (Kujala et al., 2011). Also, the required organizational
structure has to  provide a balanc e between exploitation and exploration in the decision -

making process and customer problem solving approach es. This should be based on both
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innovati ve thinking and experience awareness (Galbraith, 2002). The servitization  structure
should balance the attributes of both organic and mechanistic structure s (Vickery et al.,
1999). Finally, this structure has to facilitate communication and coordination and balance

the focus on innovation and productivity (Kujala et al., 2013).

Mont, (2002) suggests a modified functional structure when offering services. This
functional stru cture 1V GHVieJi@sed on departmentalization and formalization where
specific department s deal with specific tasks. The structure mainly consists of three main
departments support ing services. The market ing department should focus on the business
market and also maintain a close customer relationship. The information technology
department that focuses on information management and seeks appropriate  customer
feedback. Also, a function responsible for managing the network chain and knowledge -
sharing with di  fferent parties within the industry is needed . Still, the decentralization of the
decision -making process is vital to empower employees accompanied by an inter -
organisational control system to effectively develop the product service package. Salonen,
(2011) linked the organization structure to its operations process, firms with line s and
continuous  operational processes, where products are manufactured by a number of
interconnected operations need a mechanistic structure to provide more control. Firms usin g
job process and batch process where products are tailored to customer choice need an
organic structure to provide more flexibility. For offering both product and service, the

project -based structure is more suited to providing the organization with the required level

of flexibility to move between offering services and product S.

Turunen & Neely, (2012), argue that the fixed organization structure design whether it
based on mechanistic or organic design is not approp riate for a servitization strategy, which
requires a more multi -flexible structur e. The required structure should be developed based
on the incremental movement of servitization. In the first stage of servitization,
organization s need to change from  a mech anistic structure to an organic one to stimulate

innovation and to develop solutions integration. In the second stage of servitization, where

business is growing , organization needs to move back to a more solid structure based on a
mechanistic design , whic h provides greater process standardization and control system . In
the final stage, a hybrid structure , which combine s and balance s elements from the organic
and the mechanistic structure , iIsmore suit ed to offering a fuller system.

2.4.1.3 Organizationa | Culture
Organizational culture is defined as the organization 9 Vmethods to understand the

surrounding environment and the way of accomplish ing different tasks and objectives based
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on fixed norms and belie fs (Schein, 2010). According to Jones , (2013), an organizational
culture plays significant roles in creating organization al identity and competitive advantage.

This culture is the outcome of shared values and standards that manage groups and

individual relationships and activities. It is the control syst em over the organization 1V

performance and decision -making process .

Organizational culture is a significant component of a servitization strategy (Kinnunen &
Turunen, 2012; Nuutinen & Lappalainen, 2012). Traditionally, the manufacturing culture is
bound around the product . It focuses on productivity, quality, efficiency, economies of scale

and scope, and directs  employees toward production output (Kinnunen & Turunen, 2012).
However, the organizational culture of a service firm is bound around cu stomer s and

focuses on customer values, preferences, and behavio ur (Webster & White , 2010).

Servitization emphasises customer orientation culture (Nuutinen & Lappalainen, 2012 ). A
customer orientation approach is an imperative feature for the success of a Il organizations
(Korunka et al., 2007; Stanley, 2007). Customer orientation culture is defined as the set of

activities that relate all organizational actions to their customers to maximize customer

values (McGee & Spiro , 1988). Repositioning toward custo mer orientation requires
businesses to enforce the importance of customers crossed with their individual behaviour.

$OVR WR HQIRUFH WKH YLHZ RI FXVWRPHUV DV WKH RUJDQL]DWLRQTV
partner (Appiah -Adu & Singh, 1998). Customer orie ntation emphasises the market driven
strategy, by which  organizations tend to focus on internal competencies that foster greater
responsiveness to their  customers and their target market (West et al., 2015). Overall,
organizational culture has to be develo ped around the marketing concept and direct the
workforce to understand and consider the significant role of the customers as the main

source of success. Businesses are responsible for identifying, anticipating and satisfying

customer requirements (Lukas e t al., 2013). Interpersonal skills , Which refer to the set of
skills and abilities enabling employees to interact effectively, properly and positively with

customers are necessary for a successful servitization strategy. In addition, employee
empowerment , which refers to engaging employees in the thinking processes of an
organization in ways that matter and giving them ownership of their jobs is also necessary

(Goetsch & Davis, 2014). Employees have to be empowered to successfully deal with the

challenges o f offering services (Gotsch et al., 2014). Employees have to be directed to
XQGHUVWDQG WKH LPSRUWDQFH RI DGGUHVVLQJ WKH PDUNHWLQJ DSS!
behaviour, which could include the mode of performance that meets customer expectations

and customer interactions (Webster, 1995; Nuutinen & Lappalainen, 2012; Kinnunen &

Turunen, 2012).
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Services characteristics significantly reshape organizational culture, and servitization
strategy requires significant changes of organizational practices and attitudes toward
services as the main source of competitive advantage (Baines et al., 2010) . This means
more customer focus rather than product  focus (Dubruc et al., 2014). According to Neely et
al.,, (2011a) organization s need to shift from product orientation  to customer orientation ;
from offering pure product s to offer ing solution s; from focusing on tangible result s to
focusing on the whole outcome ; from product transaction to customer relationship s; from
being supplier -oriented to  being partner - oriented ; and finally f rom being a closed
organization to  being open that recognises both its effect upon and how it is affected by its

surrounding environment

The service culture in manufacturers  must motivate entrepreneurial thinking , inspire
problem -solving approach , and encourage innovations capabilities (Kinnunen & Turunen,
2012). This culture has to be expressed into different organizational functions and processes
(Brax, 2005 ; Gebauer et al., 2010b). According to Nuutinen & Lappalainen, (2012), to
ensure success in service provision , organizations need to consider the service as the main
element of the business model and value proposition and this robust orientation toward the
importan ce of service s as the core outcome should be developed before the implementation
process. Therefore, a high level of socialization of corporate strategy and service values are

vital for effectively managing the transaction toward service provision (Kowalkowski et al.,
2011a). Still, the embedded product orient ed culture is the main challenge of servitization
strategy (Nuutinen & Lappalainen, 2012), as perceiving service as a mere secondary
element inhibits the development of a customer oriented culture (Brax, 2005). Developing a
customer orientation culture req uires the business to enforce the importance of customers
across the whole employee spectrum (Kinnunen & Turunen, 2012). The overall
organizational culture ha s to be developed around the marketing concept . The culture has
to direct the organization al activities toward the market as the main source of
organizational success (Brax, 2005). Workforces have also to be directed to understand the
LPSRUWDQFH RI DGGUHVVLQJ WKH PDUNHWLQJ DSSURDFK WKURXJK \
which could include the mode of per formance required to meet customer expectations and

customer interactions (Nuutinen & Lappalainen, 2012).

According to Brax, (2005), adopting s ervitization requires support from the whole
organization, for which a radic al change of culture is biased towa rd the service element and
customer need s. Customer orientation requires a linking of all organization al activities to

maximize customer values (Nuutinen & Lappalainen, 2012). Integrating product and
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services into one process allows organization al function s to participate in offering service,
and facilitating the shift toward customer orientation (Neu & Brown , 2005; Gebauer &
Kowalkowski , 2012). Also, this integrati on facilitates resource -sharing , investment,
experiences and customer knowledge, which enhances organizational learning and

development (Ohvanainen & Hakala, 2014).

However, changing organizational culture is challenging process (Gebauer et al., 2010b) .
Organizational change causes internal resistance and a clash between product ion and
services . Developing a separate services unit decreases this clash between product
operation and services operation and mitigates the negative influences of service provision
over the product operation (Oliva & Kallenberg, 2003; Geb auer et al., 2006; Brown et al.,
2009 ; Nordin & Kowalkowski , 2010). Customer orientation and a service culture should be
integrated into different strategic level s (Gebauer et al., 2010b). Kinnunen & Turunen ,
(2012) argue that separating production and ser vice within two processes in different
business units is beneficial for the adoption of service culture more than integrating the

production process of product and service within one unit. This vision of separated process

is explained by arguing that  a service culture might negatively affect the product orientation

and causes organization al resistant of service expan sion. Thus, organization s, to
successfully develop a service orientation culture could assign the service process to a
separate function, as we |l as separat ing the service norms and principles in several
interconnected levels such as, service behaviour, service value and service norms, and

senior manager commitment

Nevertheless, developing a separate business  unit requires a huge investment, decrease s
collaboration and coordination and business es have to focus in both units . It could become
stuck in the middle without a clear strategic path (Raddats & Burton, 2011). Also, offering
service s from a separate business unit will keep traditional thoughts of manufactur ing and
so contradict with the new trend of customer orientation (Ohvanainen & Hakala, 2014).

Kowalkowski et al., (2011a) argue that a balance between service orientation and product

orientation into one org  anizational design and within different strategic level s is more
preferable. Service orientation culture S create more sustainable competitive advantage s and
lead to better customer satisfaction by VWLPXODWLQJ DQG GHYHORSLQJ RUJDQL]DW
capabi lities (Baines et al.,, 2009a). Product orientation creates competitive advantage by

focusing on productivity and product shape, style, design, attributes, performance and
quality ( Visnjic & Looy, 2013 a). Gebauer & Kowalkowski , (2012) suggested that by
incr easing customers and services orientation gradually into the organizational culture

reduces the clash and resistance to change.
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2.4.1.4 The Operational Process for Providing Services

The operational process refers to the collection of activies and tasks designed
systematically and directed to produce services or products (Krajewski et al., 2013). The
operational process has its own set of objectives; involves a systematic workflow that goes

across departmental boundaries and requires resources from severa | divisions (Slack et al.,
2013). The operational activities are usually designed to achieve the required competitive
priorities, where organizational strategic choice s should be aligned with operational
processes and core competencies (Krajewski, et al.,, 2013). Usually, the product operation
process differs from the service operation process (Baines et al.,, 2009b). The popular
manufacturing operational designs are project operations process, job process design, batch

process design, mass process, and cont inuous process, whereas the popular operational
services processes are professional service, service shop se rvice and mass services (Slack

et al.,, 2013). The outputs of manufacturing system s are tangible goods or investment
assets such as machines (Baines et al., 2009c). This traditional manufacturing process is
frequently centred on cost, time and quality factors (Lightfoot et al., 2011). The service
operational process is usually centred on customers (Krajewski et al., 2013). The services
process is labou r intensive, highly divergent, with high customer contact and involvement;

whereas the manufacturing operational process tends to be machine intensi ve, high ly

standardised, less divergen t and with low customer contact  (Brown et al., 2013).

The project -based EXVLQHVVY LV D W\SH RI PDQXIDFWXUWldedt iISBWRFHVVHYV
interrelated set of activities with a definite starting and ending point, which results in a

XQLTXH RXWFRPH IRU D VSHFLILF DO QKrRpwWk RIQ &R, 201BVR7OU F HNS

me ans, that each project is specific and every project is customized. Many different skills

have to be coordinated. Each project is unique with defined objectives, resources, start and

finish time, quality and cost. Finally, there is a high interdependency b etween project

activities (Slack et  al., 2013). The three main objectives of any project are completing the

project on time, within the specified budget and quality. Consequently, a project can be

complex and challenging to manage (Krajewski et al.,, 2013).

$FFRUGLQJ WR %DPIRUG JRUUHVWHU S D EXVLQHVYV SURFHVV
of adopting appropriate systems for particular circumstances and of balancing the
SURGXFWLYLW\ IOHJLE L ™htéhing GotodudtPi® Bcale and scope, the deg ree of
standardization and customer contact are the main characteristics used to determin e the

design of an operational process (Krajewski et al., 2013). However, the new notion of

operations management is operating close on customer as possible and focusing on both

flexible and effective operations (Forrester, 2015). Usually, operations management seeks
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for stability and standardization, whereas marketing requires more flexibility and adoption.
Therefore, an affective operational process design should balance the productivity and

flexibility to fit with a particular circumstance (Bamford & Forrester, 2010).

The product -service system requires different ar rangements that affect the whole
operation s process (Martinez et al, 2010 and Baines & Lightfoot, 2011 ). Service
characteristics modify the operational process (Voss & Hsuan , 2009). The vital aspects of
service such as availability , reliability, simultan eously and customer dependency require
more flexible operations process to respond more quickly to customers (Baines et al.,, 2009b
and Baines & Lightfoot, 2011 ). Services are heterogeneous and high numbers of employees

are required to produce services. Also, providing service s connect people with systems,
increases customer involvement and increase s the number of customer touch points, which
require an effective alignment of the service and product operational process (Martinez et

al., 2010). Therefore, designing an applicable, robust, and distinctive service operations

system is challenging (Voss & Hsuan , 2009).

According to Smith et al.,, (2014) it is complex to design a combined product and services
process. Ohvanainen & Hakala, (2014 ) argue that underst DQGLQJ FXVWRPHa&HeQHHGV
main matrices to use in guiding the design of the product and service operational process
Without deep er understanding of customers, service provision will be based on presumption
and speculation. Quinn et al., (2013) argued that  the operation s process should be designed
around service element as it is considered the source of marketing success. However,
Baines et al., (2009c) argue that the outputs of a product -service system are the value of
both tangible asse ts and intangible services. Accordingly , Baines et al., (2011) suggested a
decentralization facility design, by which service and product operational process es are
separated. Collier & Meyer , (1998) argue that the process could be designed based on the

exp ected outcomes of product and service integration, and the degree of integration, where

either the product is the  most dominant or service is the most dominant in an operational

system. Smith et  al., (2014) linked the operations process design to the value transition
based on servitization , she argue that it is complex to shift from product to service
immediately, and the transition should be linked gradually to the shift in the value

proposition from pure product to solution outcome.

In servitizati on li terature, a taxonomy has been developed by  Davies et al., (2006), who
suggest a multi - function design consist ing of three functions. The front office is a function
that is responsible for addressing customer needs, contact ing with customer s, inform ing

customers of the organization 9§V Q Higion, building strong customer relationship s and
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develop ing the customer value proposition. The second function is the back office , which is
responsible for develop ing and provid ing the required capabilities to support the front office

These capabilities facilitate the response to inconstant demand and the developing of
different product -service system designs and combinations. Finally, the strategic centre is
the function responsib le for coordinatin g between the front office and the back office. This

unit is responsible for enabling prompt knowledge sharing and balanc ing the pull of

customization and the push of standa rdization between the two units.

According to Collier & Meyer, (1998), the front office process , Which design service  provision
based on developing a function that is responsible for addressing customer needs and

contacting with customers, could be structured  along three lines. The first line provides a
standard servi ce related to organization al available capabilities and under organization al
control. The co -routed service line provides a standard customized service that is a co -
created service, where customer and organization jointly work together to produce such a

service. Finally, the customer routed service line that provides numerous customization

services, from which customers have the freedom to choose. Buzacott, (2000)
recommended that two task channels should be added to the front office design based on

the ty pes of customer demand. The first channel is responsible for fulfil ling predetermined
customer needs, benefiting from the job design process, as one employee accomplish es all
the required jobs or several employees performing  different jobs in a comprehensi ve
manner. In the second channel, where the customer needs are not exactly recognized, a
process design that consists of multiple works with different tasks . The starting point will act

as a check to evaluate and assign different tasks to different workers based on the type of

job required by customers.

Empirically, the characteristics of th e product -services operational process based on a front

office and back office design have been studied recently by Baines & Lightfoot, (2013a).

They argue that t he process should ensure the customer easy access to the touch points.

The process should integrate the internal and external supply chains to increase process

flexibility and efficiency. The process should be run by flexible employees with strong

personal skills and service in mind. The process should be support ed by information and
communication technologies. Finally, the system should be monitored based on integrated

PHWULFV WKDW UHAHFW WKH LQWHJUDWHG RXWF F@iHer mRre, 3l RG X FW
effective customization lies behind building modular design acting as a standard platform to

develop and deliver more customized outputs (Forrester, 2015). Voss & Hsuan, (2009)

develop a model to design a standardized service based on a menu -drive n approach, which
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allows customers to select a service/services that fit their needs from a set of existing

services or products.

2.4.1.5 The Quality Control System of Product - Service System
Businesses have to satisfy customers through exceptional pe rformance (Krajewski et al.,
2013). A quality management is compulsory (Brown et al., 2013). The quality system is the

process of transforming customer needs into a successful market offering, whereby,
operations focuses on elements that enhance organizati onal competitive advantage
(Bamford & Forrester, 2010). Developing a quality control system that is able to evaluate
the outcome of both product and services system is a crucial parameter to ensure superior

performance (Meier et  al., 2013 ; Mertet al.,, 2014).

Generally, the quality control system refers to the ability and the extent to which a product
VXFFHVVIXOO\ VHUYHV FXVWRPHUY¥IY ZDE2H ¥ criteridvH U @ prétiet quality
control system differ from the criteria of a services quality system (Baines et al., 2009b).
According to Garvin, (1987), the product quality assessment system uses several
dimensions such as expected performance, features, reliability, conformance, durability,
serviceability, aesthetics, and perceived quality. Parasuraman et al.,, (1988) argue that
service quality is measured based on different dimensions, such as reliability, tangibility,
assurance, responsiveness, and empathy. Baines et al.,, (2009b) added that t he product
control system is used to ensure the effici ency of the production process, whereas the
services control system is used t 0 ensure customer satisfaction . A more comprehensive
quality control system is needed for adopting s ervitization , which integrates both product

and service into a system (Meier et al., 2013; Mertet al., 2014).

Meier et al., (2013) argued that the control system of product and services involves several
interconnected levels; the lifecycle level, the operational level, the process level and the

effect level. Each level is used to ensure the delivery of high customer value base d on
different dimensions. The lifecycle level focuses on the whole process from designing an

effective product -services system, through the operational process to deliver an effective

system. The operational level focuses on the quality of system executio n. The control
system at the process level focuses on the sequence of the different processes to assure

process quality and flexibility, whereas the effect level controls the quality of the outcome

Mert et al.,, (2014) develop a customer  -oriented quality ¢  ontrol system to assess the quality

of product -service system. The quality system considers the quality over the whole life cycle

of the product and service system by identifying the customer needs and transferring th ose

needs into quality criteria
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2.4. 2 The Challenges of Adoptin g a Servitization Strategy
Generally, any strategic decision involves pressures that influence th at strategic decision
and thus have an effect on the prospect for future success (Johnson et al., 2013). One way

of understanding th e phenomenon of a servitization strategy is to explore the issues

considered challenging which could cause a strategic failure (Martinez et al., 2010).
Servitization is described as a transformation journey (Oliva & Kallenberg , 2003). Still, this
journey r aises a set of challenges facing organizations ( Benedettini, & Neely, 2010 ; Visnjic

& Looy, 2013b).

The strategic decision of servitization is complex and often accompanied with derailing
challenges (Slack, 2005; Gebauer et al.,, 2005; Baines et al., 2009 a; Martinez et al., 2010;
Visnjic & Looy, 2013b; Baines & Lightfoot, 2013b ). Benedettini & Neely , (2010) argue that
not all organizations reach the expected goals of offering services. A ccording to Ohvanainen
& Hakala, (2014) , the traditional organizational design is not suitable for offering services
without modification. Organizations likely need to change their strategies, operations
system, value chains, technologies, workforce attitudes, and organization al capabilities
(Martinez et al,, 2010). These difficulties associated with the process of operati ng a
servitization strategy emerge mainly from the combination of two divergent processes
namely, the product operational process and the service operational process (Baines et al.,
2009a). Unl ike the product process, the service process is vague, wide, complicated, and

hard to standard ise (Slack, 2005). Adopting servitization requires transform ing employee
skills and altering the way they are organized (Baines & Lightfoot, 2013b). Perceiving
service as a secondary element leads to strategic failure because of lack of management

support and motivation (Gebauer et al., 2005). Martinez et  al., (2010) , found that the main

challenges of servitization are overcoming the embedded product culture, the d elivery of an
integrated system, the operational aspects of services, the required strategic alignment and
supplier relationships. Baines et al., (2009a) classified servitization challenges into three

broad categories: organizational change, organization al services strategy and service
design.

Organization changes are common with any new strategy implementation . The changes
could affect organization al scope, organizational design, and the resource s allocation

process (Hofer & Schendel, 1978). Major ¢ hang e is the main challenge of a servitization
strategy as organizations have to create a service oriented culture that support S a customer
focus sed approach as well as managing organizational resistance to changes (Gebauer &
Friedli, 2005;  Gebauer & Fleisch, 2007; Neely et al., 2011a; Nuutinen & Lappalainen, 2012 ;
Ohvanainen & Hakala, 2014).
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Servitization strategy requires competenc ies for offering service s with close customer
relationship s (Ohvanainen & Hakala, 2014) . To offer a successful  service , busines ses have
to shift from product orientation to system solution; from mere production to delivering an
outcome ; from product transaction to customer relation; from supplier relationship s to
partners and collaborators and from a close system to an open and li ving system (Neely et
al.,, 2011a). However, organization s taking for granted culture , corporate management
behaviour and practices are the main challenge to into a service arena (Gebauer & Fleisch,
2007). The embedded norms, and beliefs , toward the product and the production process
are highly rigid and influence the whole organization . This impact upon the ability of
organization s to recognize the high level of change required (Nuutinen & Lappalainen,
2012).

The services design challenge is explained by the difficulty of developing an effective service

system based on organization al expertise, operation al capabilities, and customer ne eds

(Pang, 2009). Design ing an appropriate service is one of the main challenges of the
servitization strategy (Neely et al., 2011b ; Biege et al.,, 2012; Vasantha et al., 2012;
Ohvanainen & Hakala, 2014). The complicated process of designing an effective product -

service system is attributed to several factors. The impeded thoughts and believes viewing

service elements as a sec  ondary element (Biege et al., 2012). Product design and service

design are different, and different skills are needed to perform  both of them (Hara et al.,
2009). The insufficient experience needed for developing an effective product service

system (Ohvana inen & Hakala, 2014). The process of developing service is considered  to be
customer driven and  occurs in chronological steps rather than by systematic, planned, and
controlled methods (Biege et al., 2012). In addition, in a product design process, ILUPVY
emphasis is on the tangible characteristics of the product , and how these characteristic

functions with each other and with other tangible objectives; where the process of

integrating the intangible characteristics of service s is not reflected in the initi al design
stage of the product (Maussang et al., 2009). Moreover, customer presence is another
challenge that manufacturing is not used to, as customers are now participating in designing

the process (Neely et al., 2011b).

The service strategy challenge could be understood as the servitization is consist ing of
different dimensions (Oliva & Kallenberg, 2003). Each dimension has its own set of

requirements and challenges that var y based on the organization 1 decision to the degree to
which they wish to expa nd service s (Martinez et al.,, 2010). Different dimensions from

producing service s will stretch the organization 9 domain and increase its responsibility and
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risks at different levels and with different requirements (Windahl et al., 2004). However,t he
fruitful outcomes of servitization are delivered based on a full scope of servitization (  Visnjic
& Van Looy, 2013 a). Moreover, providing life -cycle services is critical to gain full customer
satisfaction , whereas , providing a wide scope of service s could pose major risks and
discourage the integrated packages provision (Kujala et al.,, 2011). Also, networking is
another challenge and is developed based on the level of service strategy . Both formal and
informal strategic alliance s are required to offer adv.  anced solutions and integrat ed service
systems. Whereby, organizations need to develop the required capabilities to manage this

networking (Gebauer et al.,, 2012a).

2.4. 3 Managing Servitization Challenges
Despite the several benefits of servitization, ma ny organizations failed to confront the
challenges when adopting a servitization strategy (Ohvanainen & Hakala, 2014). Extending

into a service busines s is challenging (Dubruc et al.,, 2014). Developing a service  -oriented

organization requires integration o f organization al strategic choice and  tasks necessary for
the provision of  services into an efficient and harmon ious system (Bowen et al., 1991). In
2008, the advanced institute of management research conducted a workshop based on the

UK, looking at enhancing the competitiveness of the UK economy based on servitization. 39

scholars from different disciplines participated in this workshop. Scholars demonstrated that

the movement toward servitization required a comprehensive organizationa | transformation
shifting from  product - orientation to customer -orientation by offering services (Martinez et
al., 2008).

3,Q WKH FKDQJH PDQDJHPHQW OLWHUDWXUH WKHUH LV FRQVLGHUDEC
most appropriate approach to changing organisa WLRQV™ %DPIRUG JRUUHMW.HU
Gagliardi , (19 86) identifies three main approaches to organizational transformation and
these are evolutionary, revolutionary, and apparent change. The evolutionary change is

changing a process by small and incr emental steps that change the deep organizational

norms and values. This approach is the optimal way to gradually develop new values and
assumptions. The revolutionary approach is a fundamental change based on sudden and

large steps. This approach works be tter when the new strategy is contrary to the old one . In
effect, the new strategy requires a complete change from old values, norms, and
assumptions and there is a need to  rapidly develop completely new ones. Finally, the use of
apparent change is more of a surface change and does not reach deep values. This
approach is better when there is no need for fundamental change of organization al values,

norm s and assumption s and where old and new values are complementary.
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According to Martinez et al., (2010), business es are changing based on servitization by
different approaches . These include deliberating change, evolving chang e, responding
change, and an unsystematic changing approach. Gebauer et al., (2008b) argue that
service expansion just happene G DQG LWYV GLIILFXOW WRiniiren\& YuukeA L [ H G
(2012) argued that the incremental development of a service culture and customer centric
approach based on steady and cautious change is preferable for lower resistance to change
and lower chance o f strategic failure. This incremental development of service provision is
useful to meet the requirements of developing new procedures, service culture, flexible

structure, organizational capabilities, and a new business process model (Oliva &
Kallenberg, 2003). However, Brax, (2005) and Nuutinen & Lappalainen, (2012) argue that a
revolutionary change approach with fundamental shift based on sudden and large steps is

better to implement a servitization strategy successfully by a comprehensive and radical
change of organization culture. According to Tukker & Tischner, (2006), this radical system

change is a form of creative destruction required for adopting servitization successfully.

Nevertheless, Kowalkowski et al., (2012) affirmed that a servitization stra tegy requ ires
large transformation steps. Still, these steps should be increment al., They suggested the
agile incremental transformation, whereby organizations are transf ormed into service

oriented and customer -centric entities via a systematic and logical incremental change, and

with more flexibility and responsiveness change based on emergent design consideration.

Dubruc et al.,, (2014) affirmed that , the adoption of a servitization strategy needs deep
modifications to an organizational syste m. This modification toward a service culture need s
a long time -period to be integrated in  to the whole organization . Thus, in order to facilitate
servitization, the change process should start from executive managers at corporate level

and then be gently d iffused into the other organizational level s gradually . This should be
achieved based on a learning process to deal with operations and strategic issues. Gebauer

et al., (2010b) argue that there is a strong reciprocal relationship between organizational

structure and organization culture. The services orientation could be divided into different

strategic level s based on interconnected dimensions. This division will support the

organization { \Activities to create a balanc e between values and norms related to product
and service and reduce the impact of cultural change . It will also balanc e the focus in
product innovation and service innovation , which is very important for the success of

product -service system

2.4.4 Section Summary
The previous section describe s the required activities to manage the execution of a

servitization strategy. The section emphasises the point that the traditional product
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organizational design is not suitable for adopting servitization. Servitization requires an
organization st ructure that support s the provision of services ; an organization culture that

fits with servitization, and organizational capabilities to support services  provision. The
whole operation s should provide a consisten t process t o support service provision .
Org anizational change is the main challenge of servitization. Literature addressed the two

main approaches to changes . These are gradual change and radical change. Each approach

has its pros and cons. The next section presents the strategic evaluation process of a

servitization strategy.

2.5 Servitization Strategy Evaluation
The strategic evaluation process is vital for businesses to offer guidance when enhanc ing
the strategic decision  process. It also acts as a control system over the organization TV

performance (David, 20 13).Itis a vital process to the wellbeing of an organization (Johnson
et al.,, 2013). Incorrect strategic decisions could yield undesirable outcome s and impact on
the organization negatively, whereby strategic evaluation alerts mana ges to actual and

potential problems of a strategic choice (David, 2013). Several criteria have been developed

to evaluate organizational strategic choice s (Johnson et al., 2013). Simply, the strategy
evaluation process is an appraisal of how well the stra tegy was formulated and implemented
and how well the organization has performed (David, 201 3). The process is concerned with

how this selected strategy develops and maintains competitive advantage; how this

proposed strategy will exploit synergies among di fferent organizational aspect s; and what
are the outcome s of the selected strateg ies and the relative value of these outcomes to the
organization 9 \goals and objectives (Johnson et al., 2013). According to Min et al.,, (2015)
with the controversy surrounding  servitization in the literature, there is a crucial need to

measure the outcome of a servitization strategy.

2.5 .1 The Outcome of a Servitization Strategy

Service expansion is pervading the economy (Barrett et al., 2015). Services accounted f  or
77% of gross domestic product in the USA and UK, while other products represent only 22%
(Ryals & Rackham, 2012). A growing number of scholars argue that business es are
becoming compulsor ily more service driven (Ulaga & Loveland , 2014). They emphasize 0 n
the integration of services and products , which create a new competitive advantage (Baines

et al., 2009a; Neely et al.,, 2011la; Gebauer et al., 2011). Today, 55.14% of manufacturing
firms in the United States are offering services integrated to their prod ucts (Min et al,
2015).
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Offering service integrated to a product significantly increase s sales and enhances the

bottom line (Ryals & Rackham, 2012). Services and product s together
al., 2008). In some
contributions of service sales (Fang et al., 2008). Other stud

Visnjic & Looy, 2013 a), and 65% (Ryals & Rackham,

are generating more
revenue than

30%

when offering product alone (Neely et cases, more than

come from ies reported
that service revenues touched 40% (
2012) of

(2010) the revenues from service

an organization 9§ Motal revenue. Acc ording to Bascavusoglu -Moreau & Tether
provision are 25%

adding 10%

of total revenue and the financial

earning from service provision is to net profit. In addition to the financial

expectation, earlier literature recognize d several outcomes that resulted from offering

services integrated to the product . These include improving organizational competitiveness,

maintaining close customer relationship s, and creating new revenue stream s (Baines et al.,
2009a). Mathieu, (2001a) c lassified these benefits within three broad categories the
financial benefits, the strategic benefits and the marketing benefits (Mathieu, 2001a); Lay,

(2014) added the innovation benefits; whereas Mont, (2002) & Van Halen et al., (2005)
focused on the en vironmental benefits. These benefits are summarized in table ( 2-13)

below .

Table 2-13: Benefits of  Servtizaiton
Category Expected benefits Source
Offering service develops new | Wise & Baumgartner, 1999; Mathieu, 20013;
. . revenue stream, increase | Oliva, & Kallenberg, 2003; Gebauer, et al.
E‘:::;;' organizational  sales , reduces | 2005; Gebauer, 2007; Gebauer, 2008; Artto,
operational cost and improves net | et al. 2008; Fang et al., 2008; Baines et al.
profit margin 200%a and Ping & Jia, 2010
Sgi:?:iticnalsewu;enipetitivtﬂ;':: Mathieu, 2001a; Gebauer, 2007; Gebauer,
entry barriers to competitors, exit 2008; Gebaure, et al. 2008a Artto, et al.
Strategic barrier to customers enhances 20_03; Matthyssens, & Vandenbempt, 2008;
Benefits organizational respr:-;'lswe and Baines et al. 2009a; Pawar, et. al. 2009 ; Ang,
. et al. 2010; Neely, et al. 20113, and Gebauer,
adaption, and creates new market
f et al. 2011
opportunity
Ejfs:::wirs, 5:;:;;5 T;sl:;:': Thoben, et al 2001; r_\'lathieu, 2001a; Gebauer,
Marketin satisfactions,  increases  market et al. 2006; Evanschitzky et al. 2006;
Benefits : credibility, increases customer Gebauer, 2007; Gebauer, 2008; Artto, et al.
' . 2008; Baines et al. 2009a; Baines et al. 2010;
confidence and improve customer . ;
) and Nordin, & Kowalkowski, 2010;
understanding
) Baines et al. 2009a; Brax, & Jonsson, 2009:
él'::::;ii;mn Develops information sources Turunen, & Neely, 2012; Gebauer, et al.
2012a and Lay, 2014
Environmental . Mont, 2002 & Van Halen et al. 2005; Baines et
Benefits Promotes Eco-efficiency approach | 1 "5607 and Baines et al. 20092

The Financial benefits of servitization could be

downstream

& Baumgartner, 1999). Today, services are more profitable than
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customers are looking for more services (Oli va & Kallenberg , 2003). Providing service s
enables the selling of more products, as well as offering a service create s a new steady
revenue stream  with better margins (Gebauer et al., 2005). The ability of a servitization
strategy to increase the demand on service s is attributed  to the extension of the product life
cycle based on services . There is also the fact that services tend to have lower sensitivity to
economic cycles, which justifie s the greater profit margin and the relative stability  of income
from services (Baines et al.,, 2009a). Furthermore, a servitization strategy enhances
efficiency and effectiveness of use of material s and reduce s operatin g costs (Ping & Jia,
2010).

The strategic benefits of servitization include achieving an improved competitive strategy
(Gebaure et al., 2008a). The competitive advantage of products vanishes among the large
numbers of common attributes and traits of products within the marketplace (Matthyssens

& Vandenbempt , 2008). Also, the vast decline in product prof it margins affects the market
position of low -value goods (Pawar et. al., 2009). The characteristics of service create more
maintainable competitive advantage due to the difficult y in imitating service s (Oliva &
Kallenberg , 2003). Besides , offe ring the best-packaged solution develops intimate customer
relationship s, enhances product differentiation characteristic s and create s new competitive
advantage s (Ang et al., 2010). Furthermore, organizations that offer product and service do
not have to compete using a low prices strategy anymore, as developing complex integrated

solution s and creating more value shift s the organization from competing on price to
competing on a value -basis (Baines et al., 2009a). Thus, servitization strategy enhances
competitive advantage s, set s higher entry barrier s to competitors and a higher exit barrier
for customers (Vandermerwe & Rada, 1988 ; Baines et al., 2010). Furthermore, servitization
contributes to the organization $§ survival by steering their  marketing offering s towar d
customers . It also promotes a prompter respon se to dynamic changes (Neely et al., 2011a,
Gebauer et al., 2011).

The Marketing benefits of servitization are often described in literature differently.

Servitization strategy maintains customers through bu ilding long-term relationship  and
customer commitment (Baines et al.,, 2010). It enhances customer satisfaction by offering
tailored products (Nordin & Kowalkowski, 2010). Also, s ervitization enhance s customer

loyalty by a product co -creation approach ( Heskett et al., 1990 ; Evanschitzky et al., 2006).
it HYFDODWHV FXVWRPHUYV FRQILGHQFldn haniz&ithS(Bed GalerFét RIQ
2006). Offering service s enables firms to increase their market credibility and gain more

customer confidence (Mathieu , 2001a). Servitization improves organizational market
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position (Schroter & Lay, 2014). Finally, servitization exp ands a firm § market share

(Thoben et al., 2001).

In term of innovation benefits, Lay, (2014) argue s that a servitization strategy enables
businesses to collect valuable knowledge and enhance their product development and

marketing offering s. Besides, for offering services firms are only exploiting their current

operation capabilities , as there is an insignificant additional level of production assets and
equities required  to offer services (Turunen & Neely, 2012). Offering services aids the rapid
learning RI FXVWRPHUVY QHHGYVY DQG H[SHFWWLRYYE), Thus By HW
service is an important source of information for product innova tion (Brax & Jonsson , 2009).
Finally, servitization is also delivering environmental benefits through enhancing resource

productivity and resource utilization as well as reducing resources consumption and waste

(Mont, 2002 ; Van Halen et al, 2005). Offerin J VHUYLFHV GHYHORSV WKH ILUPVY
renovate the product, where the obtained synergy helps to produce more value (Ang et al.,
2010).

Finally, the servitization strategy is attributed with being effective to gain market
information by having long -term relat ionships with customers (Baines et al., 2010). Market
knowledge becomes a key competitive advantage (Bamford et al., 2015). Servitization
strategy is considered an inexpensive source of knowledge attainment (Oliva & Kallenberg,

2003). Provid ing services promotes formal a nd informal learning (Van Halen et al., 2005);
by which, facts about customer behaviour, needs, and activities needed for effective

response to customer changes are simply gained by getting closer to customers (Lay,

2014). The value co -development process is imperative for maintaining organizational
competitive advantage in a dynamic environment by the two -way exchange of knowledge
process (Baines et al.,, 2009b). Providing services also requires firms to establish more
comprehe nsive networking systems with the surrounding business environment and working

openly, which enriches organization knowledge (Gebauer et al., 2012a). Customer feedback
promotes the exploitation of operating proficiency and knowledge (Brax & Jonsson, 2009).

In fact, being customer -centric helps organizations to sense, realize, recognize and deal

with s pecific customer needs (Gebauer et al., 2011).

2.5.2 Servitization Paradox

Service paradox is the other hidden challenge of servitization  (Visnjic & Looy, 2013 a). The
service paradox refers to the contradiction of anticipated results, where offering services are

expected to deliver a particular outcome, but these outcomes came in reverse (Neely et al.,

2011a). Several service paradoxes could emerge based on a service provision strategy (Li
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et al., 2015). These include cost -profit paradox, the sales growth paradox and branding

paradox. The first paradox is the service cost - profit paradox as the increase s of offering
service s will increase the total cost of service , and either reduce the profit from the service
or at least not increase the profit (Gebauer et al., 2005). Visnjic & Looy, (2013c)

mentioned , the cost - profit paradox result ing from the ambigui ty of an organization {V

service strategy , which hinders ability to benefit from econom ies of scale and economy of

scope in offering service . As a result, the productivity and net income from the service  will

decrease rather than increase. The second parado x is the sales growth paradox, where

services substitute core products and total sales will reduce rather tha n increas e. Also, the

positive impact of service exten ding the tangible product life cycle will reduce the product

sales growth in the long - term (Visnjic & Looy, 2013c ). Finally, the branding paradox, that

resulted from outsourcing, collaborating and networking with external partners.

Organizations offer service s and system solutions , which often require different forms of

strategic alliance , while looking at sustainable market position and strong market branding

WKDW VXSSRUW WKH RUJDQL]DWLRQTVY DFWLRQV WR RXWSHUIRUP
organizational image LV VWURQJO\ DIIHFWHG E\ H[WHUQDO SDUWQHUVY DFW
which could undermin e the organizational existing well -known image and good reputation

(Nenonen et al., 2014).

2.5 .3 Servitization Cost Drivers

Cost is a monetary assessment of organi zational sources, efforts, times, places, materials,

lost opportunity, risks, and responsibilities incurred in order to produ ce product or service
(Horngren et al., 2010). The cost of service is the cost of activities related to the production
and delivery of a particular service, through the several stages of the service life cycle . In
order to clarify, these are service design, sustain ing service , service modification, service

reinstallation and service operationalization (  Machuca et al., 2009). The cost of service is

invisible, indirect, and difficult to connect to a specific cost (Lerch, 2014). It is difficult to
identify the cost  and optimal price of a service that will meet customer expectation s and
sustain customer satisfaction at the same time (Alix et al.,, 2009). Besides, the long period

of service provision is another challenge to being accurately able to estimate costs (Datta &
Roy, 2010). As such, the cost information system plays a significant role in the decision

making process (Boyd & Cox lii, 2002).

Cugini et al., (2007) divided the service operational process into activities and identif ied the
cost of services based on tracing the cost of these activities. Seal et al., (2009) argue that
the three broad classifications of prod uction cost i.e., the cost of direct materials, the cost of

direct labour and the overhead cost, could be used for both production and service
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processes. Still, the main differences between the cost systems of these two distinct
processes are the unpredict  ability of service input and output in advance and there is no
inventory assessment needed in a service costing system. According to Alix et al., (2009),
the cost of offering a product -service system impacts on the three main categories of
manufacturing co st. Those are: t he cost of materials , which include s the direct cost of
material and indirect cost of support activity required to design and produce the integrated

product -service packages . The cost of labour which includes the direct and indirect cost
needed to produce and deliver the integrated product iservice packages. Finally, the
overhead cost which includes all cost s required to sustain the facility that produces the
integrated product -service packages. Pang, (2009) argue s thatt he main distinction  between

product and service  from a monetary perspective is that service requires an additional long -

term concern and support beyond the selling process, while manufacturer 1 Wvorries end
once the product is sold. Besides, the cost of service significantly r elays in customer
purchasing behaviour (Seal et al., 2009) . Thus the cost of offering services is ambiguous

and indirectly identifiable (Lerch, 2014). According to  Tukker, (2004) , the cost of developing
a product -service system consist s of several aspects includ ing the cost of product, cost of
investment , cost of production process , cost of market evolution, cost of exceptional risk

and the cost of design. Empirically, (Lerch & Gotsch, 2014b) identified several cost drivers

for service provision such asi nvestment cost, start  -up cost, change over cost, scrap cost,
reworking cost , energy cost and spare parts cost . Alix et al., (2009) argue that three main
factors affect the cost level of a product -service package. These factors include the degree

of customer contact and involvement, the degree of production process similarity and the

level of tangible characteristics within the product -service system

2.5. 4 Servitization Critical Success Factors

Usually, any strategic choice involves a group of aims and objectives that  must be reached
(David , 2013 ). These aims and objective are segmented f urther into tactics and activities
level s to be syste matically accomplished (Johnson et al., 2013). Still, managers have to
consider other crucial areas that could i mpact on the strate gic choice performance (Caralli

et al.,, 2004). These factors are labelled as the critical success factors, which are defined as
imperative issues having to be performed well to guarantee the future success of a strategy

(Boynton & Zmud , 1984). However, the fluctuat ing nature of critical success factor s make s
them difficult to recognize ( Belassi & Tukel , 1996). According, to Forrester, (2015), the
order winner criteria could be related to the offer price, quality, or services. Neely et al.,
(2011b), argue that there are different views of what makes success ful and unsuccessful

criteria  of servitization among scholars. Table  (2-14) summarized these different views.
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Table 2-14 : Servitization

Critical Success Factors

Factor Description Source
Implementing a customer-centric | Sawhney et al,, 2003;
Customer culture 15 the most challenging | Mendoza et al.,, 2007;
Orientation issue and the necessary factor for | Heikkilda & Brax, 2010;
offering service successfully. Downton & Rustemna, 2011;
A high level of value realization of | Brady et al., 2005;
Value Creation service \_Nhich is facilitat_ed by wvalue | Kindstrém & Kowalkowski,
co-creation is the critical success | 2009; Macdonald et al.,
factor for offering services 2011; Smith et al., 2014
The design of service provision that | Davies & Brady, 2000;
Service Design fits with_ customer needs_., and | Johnstone et al.,, 2009;
organization external and internal | Vasantha et al., 2012

factors is a critical success factor

Organizational
Change &
Development

The ability to modify organizational
structure, organizational culture ,
operational process and business
model is a critical success factor of
servitization

Gebauer et al., 2005; Brax
& Jonsson, 2009; Yuanjian
et al.,, 2011; Lazzarotto et
al., 2013

Organizational
Capabilities

Dewveloping a dynamic and | Datta & Roy, 2011; Ulaga &
Sustainable preemptive operational process that | Reinartz, 2011
Service Operations creates synergy and_ stlmul_a_tes
response to changes i1s a critical
success factor
The organization’s ability to develop | Davies, 2006; Gebauer et

for
s a

the required capabilities
sustainable service provision
critical success factor.

al., 2012; Ulaga & Reinartz,
2011

Service Innovation
& Development

Developing the services provision
continuously and addressing the
dynamic customer requirements is

a crucial success factor

March, 1991; Galbraith,
2002; Gebauer et al., 2006;
Salunke et al., 2013

According to Gebauer et

al., (2006) the key success factors of

a servitization strategy are

summarized into five factors: the continual development of new and effective services

provision ; focusing on customer value proposition and supporting customers; transferring

from a product transaction

business to a customer

relationship

business ;

servitization as an important, successful and comprehensive strategy that produce

essential va lue; and finally,

(2011) examined servitization

main capabilities required for providing a hybrid

to promote an effective service culture. Ulaga & Reinartz,

1 \dritical success factors based on liking these factors to the

service . The design to meet actual

FXVWRPHUVY QHHGYV D QsGs wtpBfet F BetvizatierQ success. This requires developing

relevant customer data mining and interpretation capability, and the ability of
into a value service. The certainty of

successful offering. The clear results and outcomes of

the strategic outcome is the

second critical factor for a

a servitization strategy are imperative

to gain management commitment and management support. This factor is facilitated by

performing risk assessment

success factor as the service

s to clarify any

provision has to be designed to create the required value

ambig uity. Value synergy is another critical

fruitful integration mechanism. Finally, the saleability of the product service is a critical

success factor  which

experience.
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From a broad perspective, Neely et al., (2011b), argue that organizations need to consider
several factors to  ensure the success in  a service provision strategy. Business es need to
ensure the use of a systematic method of product and service expansion based on pre -
defined goals. Servitization strategy requires many changes and alteration. The deliberately

plane of these alterations is central for success ful strategy implementation and for
developing the required service capabilities and service culture. Aligning the expansion

scope with the available capabilities and ensur ing the development of required capabilities is

critic al., Also, offering advance d service s are facilitated by informati on technology and
determining the level of technology for service provision is another critical success factor.
Customer demand s significantly impact on the success of service  provision , where, firms
have to ensure that the service expansion is aim ed at tr acking customer needs rather than
block ing out competitor s. Customer involvement and value co -creation development is vital

for identifying these customer needs and how customer s recognize and perceive the added
value. Networking is another critical succes s factor, as the service element tends to be more
technically complex and multi -faceted, for which organizations have to concentrate on their

core capabilities and collaborate to acquire further capabilities. Strategic alliance
mechanisms are essential to provide advanced and complex service systems. Recogniz ing
and control ling cash flow is also essential for success of a servitization strategy. The
decision of offering advanced service s shifts the demand from product to ability contracting.

This shift will expand the scope of responsibilities  and expose the organization to more and
different types of risk. An advance d risk assessment system is vital for success in advance d

service provision .

Recently, Benedettini et al.,, (2015 a), point to the organization al internal risks from
servitization {Vmain failure s. This internal risk occur s based on several mistakes of
formulating and implementing the servitization strategy. Business must assess the risks and
pitfalls of servitization. Belassi & Tukel , (1996) identified general critical success factors for
executing a new strategy in project -based business es. These factors include; the smart
goals beyond the selected strategy, the portability of change required in organizational

structure and culture, to p management commitment, the resource allocation schemes, the

control and co -ordination arrangements, and the system of continuous evaluation. These

factors were categorized within four broad groups. The first group consist s of factors related
directly to  the project. The second group consist of factor s related to top management and
the workforce in the organization. The third group consist s of factors related to the

organization and its systems and the last group consist s of factor s related to the external

environment.
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2.5.6 Section Summary

The previous section concerns the evaluation of servitization strategy, where the expected

effects of servitization are financial, strategic, marketing and innovation. However, a
contradiction of anticipated results could come from service provision , particularly as the
cost of offering service is hard to measure. Organizations have to carefully evaluate their
service provision strategy and to understand the critical success factors of servitization. The

next section reviews the different processes of servitizing.

2.6 The Strategic Process of Servitization

Since the emergence of  the servitization concept, several strategic routes of servit ization
were developed (Fischer et al, 2012). Vendrell -Herrero et al., (2014) argued that the
success of servitization depends on using proper adoption method s. Still, the adopt ed
method s vary between industries (Lay, 2014). According to Hipp & Grupp, (2005) service
development is incremental in nature. Most servitizing mode Is are based on the incremental
approach and come from the work of Boy t&  Harvey, (1997); Wise & Baumgartner,  (1999) ;
Oliva & Kallenberg (2003) ; Tukker, (2004) ; Artto et al., (2008) ; Javan & Touri, (2012) ;
Gebauer et al.,, (2012 a) and Visnjic et al.,, (2013) . Nevertheless, some of  the other models
were developed based on different strategic fit mechanisms and come from the  work of
Mathieu, (2001a ); Gebauer, (2008 ); and Helander & Moller , (2008). Other scholars used a

different mechanism  for servitizing such as Chase, (2010).

2.6.1 The Servitization I ncremental  Process

The incremental development process of servitization based on moving gradually from
offering pure product to offer ing bundled packages and solution systems is the popular
process of servitization (Brax, 2005). Boyt & Harvey , (1997) demonstrated servitizing in
three phases: providing elementary, intermediate, and intricate services based on the

service characteristics see  figure ( 2-4) below.

Figure 2-4: Service provision characteristics and phases based on (Boyt & Harvey,
1997).

Service Categories

Service Elementary Intermediate Intricate

Characteristics Service Service Service
Replacement rate High Medium Low
Essentiality Low Medium High
Complexity Low Medium High
Personal delivery Low Medium High
Credence properties Low Medium High
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According to Boyt & Harvey, (1997), organization s should mitigate servitization risk by
beginning with providing basic services that are not essential for customer or organization
These services have lower customer involvement level, lower customer dependability and

are easy to change or replace. Also, these services should be designed to pr ovide an

acceptable level of customer satisfaction for a large segment of the RUJDQL]DWLRQTV

customers. In the second phase, organizations should offer intermediate services. These
services should provide moderator characteristics in term s of complexity, ¢ ustomer

involvement, and essentiality. The design of an affective intermediate service requires more

effort and the whole organization become s involved directly in the service provision
strategy. Finally, organizations offer intricate services, where an in tensive level of customer
attention and consideration is needed. Here, more customized service s could be offered to

deliver a specific design, provide a differentiation edge, and increase customer

dependability

Wise & Baumgartner, (1999) viewed servitiz ation as an incremental forward vertical
integration that highlights control over the distributors channel and providing an  after -sales
service for greater profits. They describe this vertical integration based on four strategic

movements. The first strate gy is supported by new technology where organizations are

motivated to offer technological imbedded services. The second strategy is supported by an
organization { \production expertise and knowledge where, comprehensive services that
support product functi  onality and sales are offered. The third strategy is offering a unified

product and services packages and finally, organizations develop the ability to control the

whole product lifecycle  and tak e over the distribution channels and after sales services.

Oliva & Kallenberg, (2003) developed the product - services continuum (Figure 2-5) as a

conceptual tool of servitization adoption.

Figure 2-5:Product - service continuum adapted from (Oliva & Kallenberg, 2003)
Current Target
porEilion prosilion
Flative ___________._-—-—_'-'_'--_
imporitance _Rd“““’
tangible goods LPCIian ce
N of services N
w = =
E L w03
5= - = =
£ k=L
A Wt do you offer Wiy do you want to expand Why dont you want E A
roday'f your service oflering? Loy grow ewem Turther? N
Changes Current
rexmlised > g plans
What position should the organization occupy on the change Tine?
Hovwy should change ke place (gradually or in leaps)y?

What are the most challenging aspects of change?
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This model of servitization presents four incremental steps for embarking on a servitization
strategy. Based on this model, organizations move incrementally from producing pure

product to becoming service provider s. At one end of the continuum, wh ere, organizations

produce and provide pure product, the first step is to add basic services to facilitate product
sales. Here, the product s still the focal element and service is the add -on element. In the
next step, firms engage with more marketing act ivity by offering advance d service s related

to customer § needs. At this stage, both product and service are the focal element of the
market offering. Subsequently, organizations start offering more service options and various

ownership alternatives moving from a transaction -oriented basis to a customer relationship
basis, whereby service becomes the focal element and the product is the add -on element.
At the extreme end, service is the main competitive advantage creat or and the product is
acting as a platf orm to deliver the value. During this stage, firms tend to become more

integrated solutions provider s rather than manufacturers

Likewise, Tukker, (2004) developed a business model of eights types of different services to

be offered in three incremental p hases: the product oriented phase, the use oriented phase
and the result oriented phase. The incremental movement of offering the first type of

services to the last type is based on decreasing customer and organization reliance on the

product as the core o f the business, and replacing it by  customer needs which becom e the
main engine of the organisation { dperation s. According to this model, services are offered

to achieve sustainable organizational competitive advantage by moving from a function
oriented business model to  product iservice systems. In the product -oriented phase, the
product is the core of the business and an additional service is added to enhance product
functionality.  The Product remains the core of the business. In the use oriented phase,
organization s start offering the product based on sharing and leasing services rather than

selling product s. In the result  oriented phase, the outcome of product -service system is the
core of business. Still, the decision to move from one stage to another depends on the
VWDJHVY DELOLWA ssRinable&dutéontd that makes good sense for the business .

Artto et al., (2008) developed a framework of servitization for project -based business es.
Based on this model, services are offered in five increment al phases , which gradually
contribute to the final value of the project. Different types of service could be offered before
project design, during project execution and after project delivery. In the first step , services
are integrated into the project to create an entry point for customers. In this stage basic

service s are added to attract customers. Then additional services are added to create more

value for customer s and develop close r relationship s. Then, more advance services are
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offered to enhance pro ject competitive advantage through customer involvement and co -
creation to offer more tailored services. Next, services are offered to enhance operational

efficiency and project cost effectiveness. In this stage , organizations are in close
relationship wit h customer s and in a situation to recognize the change in customer needs.

Finally, service isthe  main element of the business model

Baines & Lighfoot, (2013b) focused in the changing process and capabilities development
when using an incremental route of servitization. They contended that servitization is
developed incrementally based on three phases: offering basic services, offering
intermediate  service, and offering advance services. Still, business es have to focus on each
phase, w hich changes the business model from competing by merely offering a product to
compet ing by offering system capabilities and solutions. This strategic intention of
servitization enforces management commitment and requires organizations to change their

orie ntation and build new capabilities.

2.6 .2 Servitization I ncremental  Process Linkedto Other Factors
Within the same perspective, other scholars link the incremental process of a servitization
strategy to different factors. For instance, Brax, (2005) ar gue s that different organizational

strategic purposes impact upon the process of service  provision and development. The first
dimension is adding  a simple service based on  a differentiation approach to support product
sales. The second dimension is about adding advanced services related to customers
sophisticated needs , where organizations reposition themselves in the value chain taking
charges of activities by moving upstream or downstream. Finally, more advanced service

is developed based on organizatio nal intention to transfer from manufacturing -focused to
service -focused by which the manufacture bec omes a provider of industrial services.
Likewise, Chase, (2010) linked the incremental process to the degree of customer contact.
Based on this model, servi ce is offered with customer involvement by which the
characteristic of the service will increase through a co-creation approach  from the increasing
level of customer contact. Here, three types of services were characterized depending on

the degree of customer contact. The pure services with high customer contact, the mixed

services with a moderate customer contact and the quasi-manufac turing services with low

customer contact

Kindstrom & Kowalkowski, (2009) link the incremental mode of servitization to two main
factors . These are organizational learning and customer involvement. According to their
model, these two factors are essential for each stage of service provision to develop

superior customer value. Based on this model, organizations are moving within  these
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different phases continuously, where moving from one stage to the next is reflected in the
negative and positive outcomes of the previous phase . Likewise, Visnjic et  al., (2013) link
the incremental development of servitization strategy to the organizational strategic

pur pose and learning ¢ urve. According to  Visnjic et al.,, (2013) model, the first stage of
servitization start s when firms see some strategic benefits by adding basic services to their
product s. This shows a possibility of achieving product differentiation. Th e second stage
starts when firms engaged intensely with services and became more knowledgeable about

customer needs and  thus see marketing benefits such as customer loyalty and customer
satisfaction by offering complex and sophisticated services. In the th ird stage, firms  gain
extensive knowledge of the VRSKLVWLFDWHG FXVWARtRi$idthfjey ,QHd kh@wufactur er
has turned in to a solution provider achieving  superior strategic, marketing and financial

benefits .

Gebauer et al., (2012 a) linked the incre  mental movement of servitization to various value
creation tools and the accumulative development of necessary capabilities. A strategic

framework that consists of three routes was developed to guide the incremental expansion

in a service business. The fir st rout e seeks to improve the customer value co -creation
process by exploiting the current supplier 2 puyer relationships, where manufacturing firms
invest in existing knowledge and technologies with more customer involvement for co -value

development. During this stage , the organization is concentrating in incrementally

improv ing customer orientation, shifting from being transaction based to  being relationship
based and developing  services to support customer s in free of charge basis. The second
route is exploit ing the financial benefits from the current supplier -buyer relationships, as  the

manufacturer mov es from being product transaction based to service transaction based,

where products and services are produced by separate operations and offered based on
separate prices . This is when service is becoming the main stream of total reve nue. In this
stage, the manufacturing firms are looking for more financial benefits from existing

relationships by developing more customized service s relying on current acti vities,

knowledge and technologies. Finally, the third stage is the exploration rout e where
organizations are looking for new business opportunities and new customer + buyer
relationships, aiming to achieve new value propositions through partnering and net working.
In this s tage, a fundamental change and more innovation are required, to uncover market

segments and address new customer needs. Collaborative learning is the main f eature of
this path and integrated solutions are the main revenue stream a nd sourc e of competitive
advantage.
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2.6 .3 Servitization Process and Strategic Fit

From a different perspective, other scholars view strategic fit and strategic alignment as

more important than the incremental process of servitization development. Strategic fit
means that the operations capabilities are aligned with the requirements of its markets

(Slack et al., 2013) . Mathieu, (2001a) argued that organizations develop their service
provisions strategy based on the alignment of two dimensions, service specificity and
organizational intensity. Service specificity consists of three types of services; services

related to the customer, services related to the product and services as  the product. These
different types of services are linked to different strategic purposes respectively, developing

a differentiation edge, building customer relationship s, and developing a unique
competency. The service specificity dimension is linked to organizational intensity, which

also consists of thr  ee levels, the tactical level, the strategic level, and the cultural level. This
is w here, different types of services impact differently on these three levels. The
combinations of these two dimensions shape the organizational strategic route toward

servit ization based on organization al abilty to change fundamental features of

organizational design

Gebauer, (2008) argued that the development of a servitization strategy is mainly
depend ent on a strategic alignment with conditions of the external business environment.
Accordingly, there are various situations in a business environment requir ing various types
of service strategies. For instance, in a highly competitive environment firms have to

compete by using a low cost strategy. In a less competitive bus iness environment , firms

have to compete using a differentiation strategy. Furthermore, i n a high ly competitive
environment with more industrial -based customer s, firms have to compete using a balance
between low cost and differentiation strategy providing service to support customer s and

product functionality using outsourcing partners. Eventually, offering different types of

services that fit with the characteristics of the business environment lead s to businesses to
compete in new domain s as a market lead ership based on new business model competing in
a less competitive environment . Business es offer solution systems, concentrating on
advanced technology, product innovations and superior performance of customer
orientation, looking to achiev e exceptional customer support through organizational
alliances, partnerships and networking, and providing research and development

capabilities .

Helander & Moller , (2008) argued that organizations and customers are in a mutual
relationship , particularly in the business -to-business market. The strategic alignment

between organization al strategic choice and customer strategic decisions are more
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important when following a  service expansion strategy. Consequently, organizations have to

reposition themsel ves within one of  servitization FDWHJRULHY JRYHUQHG E\
strategy. When customers prefer to behave autonomously  from the supplier , organizations
should offer basic service s such as maintenance, training, and help desks to support

product. When custom ers are sharing knowledge with the organisation based on close
relationship s, the organization should offer customized services based on co -development,
whereby, firms are looking for best product design and customers are looking for best

product utilizati on. Finally, when customers are fully depend ent on the organization (V
experience, organizations should offer comprehensive solutions with the aim of providing

superior performance

2.6.4 Section Summary

Different strategic routes describ e the servitizin g process of business es. The incremental
approach is a common process , where the process start s by offering basic service s to reach
the solution system. Other models consider different aspects of strategic fit to offer different
types of services. Nevertheless, the deploying process  of servitization varies between
industries . In the next section the conclusion of the literature review is presented, where a
conceptual model that capture s all aspects of a servitizati on strategy based on the

traditional strategic decision model is developed

2.7 The Source of Servitization Competitive Advantage

Developing a competitive advantage is the central theme of strategic management (Johnson

et al.,, 2013). Competitive advanta ge is a key determinant of organizational superior
performance (Porter, 1985). Achieving a competitive advantage is the main concern of
business organizations (Raduan et al., 2009). This competitive advantage is obtained when
a business acquires or develop s a set of features that allow it to outperform its competitors
(Johnson et al., 2013).

In aggressive competitive markets, businesses have started to offer services integrated to

products to gain a competitive advantage (Oliva & Kallenberg, 2003; Gebaue r, 2008; Baines
et al., 2009a). The literature of servitization refers to different management theories to

explain the potential competitive advantage and benefits of having a servitization strategy

(Velamuri et al., 2011; Alghisi & Saccani, 2014; Eloranta & Turunen, 2015. Table ( 2-15)

below summarizes these perspectives.
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Table

Advantage of Servitization Strategy

2-15: M anagement Theories Used to Explain the Potential Competitive

Theoretical
Perspective

The Sources of Competitive Advantage

Source

Market-Based Theory
{Market driven).

Servitization contributes to the organization’s
survival by steering their market offering to customer
needs.

Vandermerwe & Rada,
1988; MNeely et al.,
2011a; Gebauer et al.,
2011

Dynamic Capabilities
Theaory

Servitization develops organizational capability that
facilitates adaptation to external conditions of the
environment

Velamuri et al., 2011

Service-Dominant Logic
and Value co-creation
approach

Offering services solutions develops intimate
customer relationships and creates new competitive
advantages based on joint production mutually
valued outcomes.

Baines et al., 2010;
Ang et al., 2010;
Ohvanainen & Hakala,
2014

Organizational Learning
Theory

Servitization stimulates organizational learning and
improves businesses response to intensive
competition. An organization improves over time as it
gains experience. Offering services aids the rapid
learning of custormers’ changing needs

Brady & Davies, 2004;
Baines et al., 2010;
Wallin et al., 2015;
Leoni, 2015.

Metwork-Based view

MNetworking is essential to develop organizational
capabilities and achieve new value propositions

Gebauer et al. 2012a;
Eloranta & Turunen,
2015

Knowledge-Based view

Servitization enables businesses to collect more
valuable knowledge and enhance their product
development and market offerings.

Brax & Jonsson, 2009;
Alghisi & Saccani, 2014

Resource-Based View
Theory

Servitization is the innovation of an organisations
capabilities and a process to develop a distinctive,
long-lived competitive advantage

Baines et al., 2009a;
Ulaga & Reinartz, 2011

The competitive advantage from offering service integrated to the product is explained by

the market -based theory (Eloranta & Turunen, 2015). Servitization emphasises the market

driven strategy by which

greater responsiveness to their

organizations tend to focus on internal

competencies

that foster

customers and target market (Vandermerwe & Rada, 1988).

Organizations are putting the market at the centre of their strategic decision. The process

includes market analysis, defining the value proposition, creati

revenue mode. These decisions are determined

The service -dominant logic is used to explain the competitive

or driven by  market forces

ng the value chain and the

(Lay, 2014).

advantage of servitization

based on a services atmosphere and the positive impact of moving from product

consumption to product utilization through offering services (Baines et

Ohvanainen & Hakala, 2014). Servitization emphasises the role of va

business prosperity (Kowalkowski, 2010). The value co
for maintaining organizational competitive advantage in a dynamic environment by the two

way exchange of knowledge (Baines et

al., 2009b).

al., 2009b;

lue co -creation in

-development process is imperative

The dynamic capabilities theory is also used to explain the competitive advantage of

servitization

organizational internal competencies with external threats and opportunities in the busi
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http://www.businessdictionary.com/definition/market-forces.html

environment (Velamuri et al., 2011). Servitization is a dynamic process that requires
FRQWLQXRXV DGDSWDWLRQ WR FXVWRPHUVY UHTXLUHPHQWYV
organizational capabilities to sense business opportunities, transforming an organizat ion
from being product -oriented to customer  -oriented. It also sustains the operating service and

responds to customer needs or intensive competition (Gebauer et al., 2012a).

Also, organizational learning theory was employed to explain the competitive adva ntage of

servitization. Servitization strategy is attributed with being an effective tool by which to gain

market information by having long -term relationships with customers (Baines et al , 2010).
Customer feedback promotes the exploitation of operating pr oficiency and knowledge (Brax
& Jonsson, 2009). Offering a product -service system stimulates organizational exploratory

learning capabilities to gain new knowledge and exploit learning capability for developing an
existing one (Brady & Davies, 2004). In ad dition, Alghisi & Saccani, (201 4) explained the
competitive advantage of servitization through the lenses of the Knowledge Management
theory, where the competitive advantage servitization emerges from collecting, and

analysing the data that is generated fr om the use of industrial equipment.

Other scholars explained the competitive advantage of servitization through the network -
based view, where the collaboration and partnerships with other organizations create more

sustainable competitive advantage (Eloran ta & Turunen, 2015). The development of
economic competences and capabilities based on networking contribute to organizational
competitive advantage. Providing services requires firms to establish comprehensive
networking systems with the surrounding busin ess environment. This is necessary to
achieve exceptional customer support through organizational alliances, partnerships and
networking, and providing research and development capabilities (Gebauer, 2008; Gebauer

et al., 2012a).

Finally, the resource -based view theory is widely used to explain the competitive advantage

of servitization based on creating unique resource combinations and innovating
organizational competencies through offering services (Velamuri et al., 2011; Eloranta &
Turunen, 2015). The  Resource -based Theory provides the predominant basis from which the
majority of servitization literature and research comes (Eloranta & Turunen, 2015). It also

dominates operations management research (Slack et al., 2013). In fact, scholars argue
that the capability -based view, the knowledge -based view, and the networking based view
have been derived from the Resource -based View Theory (Grant, 1991; Curado & Bontis,

2006; Lavie, 2006)
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2.7.1 RBV and Servitization

As mentioned above, the Resource -based view is the most popular theoretical perspective in
servitization research (Eloranta & Turunen, 2015). This perspective considers offering

service as the tool to redefine a company business model (Gebauer et al.,, 2011). A
servitization strategy innovates organ izational capabilities to develop inimitable, rare and
valuable competences that provide a causal ambiguity. These competences are used to
manipulate the market environment based on proactive responses rather than reactive
responses ( Antioco et al., 2008; Eloranta & Turunen, 2015). These capabilities aim to added
value to manufacturing output and increase value in the eyes of customers ( Baines et al.,
2009a). The sources of these rare, valuable and inimitable competences are viewed from

different perspectives. These perspectives are summarized in the table (2-16) below .

Table 2-16 : The sources of comp etitive advantage from service provision based on
the Resource -based Theory

The logic of the The sources of competitive Source
basic perspective advantage

Baines et al., 2009a; Smith
etal., 2014

Ulaga & Reinartz, 2011

Gebauer, et al.,, 2010d ;
Nordin& Kowalkowski, 2010

Customer customized solutions Biggemann et al., 2013

The characteristics of services

The unique combination of products and
services

The co-creation development of services

Service  provision
develops wvaluable,

rare and inimitable i —
competences and | Exploit organizational capabilities &

unique capabilities. | developing unique ones through the | Ulaga & Reinartz, 2011
organizational transformation process

Strategic alliance and networking Gebauer et al., 2012a

Oliva & Kallenberg, 2003;
Developing knowledge capability Ulaga & Reinartz, 2011;
Kowalkowski et al., 2013
Nordin & Kowalkowski, 2010;
Matthyssens & Vandenbempt,
2010

Developing close relationships with
customers , suppliers and networks

From the perspective of the Resource -based theory perspective, scholars see the
characteristics of service as the source of organizational competitive advantage. The service

element is perceived as less vulnerable to imitation (Smith et al., 2014). Integrating
SURGXFW DQG VHUYLFH LV OGLYWGQPWEYHDWLRIQJWR GHIHQG IURP
(Baines et al., 2009a, p. 547). Others considered the co -creation development of the
product iservice system with customers as the sources of creating a unique offer and a
competitive advantage (Gebauer et al., 2010 d and Nordin & Kowalkowski, 2010). Also, the
development of customized solutions as vulnerable to imitation creates competitiv e
advantage (Biggemann et al.,, 2013). Gebauer et al., (2012a) viewed the networking and
strategic alignments as main sources of organizational competitive advantage through

developing unique capabilities. Other scholars considered the organizational transf ormation

based on servitization by which unique capabilities are developed through exploiting
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organizational capabilities as the main source of competitive advantage (Ulaga & Reinartz,
2011).

Yet others considered developing knowledge capability to be th e source of organizational
competitive advantage (Oliva & Kallenberg, 2003; Ulaga & Reinartz, 2011 ; Kowalkowski et
al., 2013). Collecting data and information regarding the customer usage process provides
organizations with unique insights (Ulaga & Reinart z, 2011) . Other scholars reflected on
close relationships with customers, suppliers and networks as the sources of organizational
competitive advantage through creating unique capabilities (Nordin & Kowalkowski, 2010

Matthyssens & Vandenbempt, 2010).

2.7.2 The Resource  -Based View theory

The Resource -based Theory is considered as a popular theory of explaining competitive
advantage. The theory was originally coine d by Wernerfelt in 1984 (Raduan et al., 2009). It
is an efficiency - based explanation of sust ained superior organizational performance
(Barney & Clark, 2007). The Resource Based Theory provides rich information on
organizational resources and capabilities that impact on the operational process and
organizational competitive advantage. The theory a rgues that organizations are
heterogeneous in terms of the strategic resources they own and control. These tangible and

intangible resources are the main source of organizational competitive advantage

(Wernerfelt, 1984 ; Barney, 1991).

The Resource Based Theory argues that the market position an organization could take is
reflected in the portfolio of the resources it controls. This means organizational resources

have important implications for the ability of organizations to gain a comp etitive advantage
(Barney & Clark, 2007). Organizational resources can be both tangible and intangible. The
tangible resources are the physical assets of an organization such as plant, people and
finance. Intangible resources are non -physical assets such a s information, reputation and
knowledge (Johnson et  al., 2013). In order to develop a competitive advantage from these
resources, it should be valuable, rare and inimitable and not able to be strategically
substituted (Barney, 1991). Here, a distinction ne eds to be made between capabilities at a
threshold level and core competences. Threshold capabilities are those needed for an
organization to meet the necessary requirements to compete in a given market. Whereas,

core competences are those unique resources that critically underpin competitive advantage
and that others cannot easily imitate or obtain. Developing unique competences requires

skills and abilities by which resources are deployed through an organization's activities and

processes to achieve a com  petitive advantage. These unique competences emerge from the
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synergy between tangible and intangible resources (Johnson et al.,, 2013). Within this
FRQWH[W .DQRYV ORGHO FRXOG EH XVHG WR GHVFULEH WKH
capabilities and core comp  etences. The Kano Model links customer satisfaction to product
performance based on three areas. The threshold or basic attributes refer to those
characteristics or features that must be presented and are expected in a product or service.

They are generall y taken for granted. The second area is performance quality; these are

features that are not only expected but also explicitly requested by customers. Customers

are disappointed if these needs are poorly met. Finally, the attractive attributes are those
characteristics that cover items that the customer was not expecting (Khalifa, 2004). On the

other hand, order -winning and order -qualifying criteria are a more powerful means of
developing core competences to meet market requirements (Brown et al., 2013). Or der -
qualifiers are criteria that represent the minimum capabilities and minimum characteristics

of either a firm or its products must have to be considered as a source of purchase. Order -
winners criteria represent the core competences as the characteristic s of a firm that
distinguish it from its competition so that it is selected as the source of purchase (Davis et

al., 2005)

2.7.3 Order -Winner and Order - Qualifier

The terms "order winners" and "order qualifiers" were coined by Terry Hill, professor at the
London Business School, and refer to the process of how internal operational capabilities are
converted to criteria that may lead to competitive advantage and market success (Brown et

al., 2013). An order qualifier is the minimal lev el required from a set of criteria for a firm to

do business in a particular market segment. Fulfilling the order qualifier will not ensure

competitive success; it will only position the firm to compete in the market (Krajewski et al.,
2013). Still, withou  t these capabilities, firms will lose orders (Brown et al., 2013). An order

winner is a criterion that customers use to differentiate marketing offers (Krajewski et al.,
2013). Order winners criteria are those factors that win orders in the marketplace ove r

competitors (Brown et al., 2013). Understanding which competitive priorities are classed as
order qualifiers and which are order winners is important for strategic decision -making
(Brown et al., 2013; Krajewski et al., 2013).

The terms "order winners" and "order qualifiers" emphasize the vital role of operations
management to develop a competitive advantage. T he link between marketing strategy and
operations strategy is vital to convert operational capabilities to criteria that will develop a
competitiv e advantage and lead to market success. Marketing is responsible for identifying

the criteria of order  -winners and order -qualifiers. Operations management is responsible for
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providing and developing the criteria that enable the product to win orders in the

marketplace. This process starts with the corporate strategy and ends with the operations

VWUDWHJ\ WR SURYLGH WKH FULWHULD WKDW NHHS WKH EXVLQHVV LQ
orders (Brown et al., 2013).

2.7.4 The Role of Operations Management to develop a Competitive
Advantage

One of the key tasks for operations management in developing strategy is their ability to

put in place capabilities to deal with competitive requirements (Krajewski et al., 2013). The
dynamic nature of the business environ ment increases the important strategic role of
operations management for the best utilization of scarce resources and enhances the

process of organizational change and becoming more adaptive (Brown et al., 2013).
Operations management is one of the primary activities of the value chain (Porter, 1990).
Operations management becomes a key determinant of organizational ability to achieve

long -term success or its very survival (Hayes et al., 2005). The strategic role of operations
management becomes a vital str ategic function in business, where linking corporate and
marketing strategies to operations management becomes a critical success factor
(Forrester, 2015). Neglecting this significant strategic role of operations management

impedes organisational marketing success, even when corporate strategy is well d esigned

and formulated (Bamford & Forrester, 2010).

Effective operations activities need to be consistent with long -term strategic intentions, to
be able to contribute to organizational competitive advantag e. This means organizational
strategic objectives should be identified and linked to operations (Hayes et al., 2005). An

RUJDQL]DWLRQYY VWUDWHJ\ FDQ RQO\ EHFRPH D PHDQLQJIXO VWUDW
enacted. Organizational success is only likely t o result if short -term operations activities are

consistent with long -term strategic intention, which makes a significant contribution to

competitive advantage. The objective of the operations function is to produce the goods and

services required by custo  mers whilst managing resources as efficiently as possible (Barnes,

2008).

An effective operations strategy is extremely important to achieve business objectives and
gain a competitive advantage in two ways. First, operations could be central to the
imple mentation of a selected strategic decision. Here, the operations role is providing a
strategic fit by developing resources and capabilities that match the objectives of the
selected strategy and opportunities in the external environment. Second, operations
management is considered an important factor of strategy development. Here, operations
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capabilities and competencies are used to create new opportunities or to target existing
ones. The contribution of operations management is central to strategic plannin g and

implementation (Brown et al., 2013).

2.8 Conclusion of the Literature Review

The previous sections have explored literature on servitization strategy. The strategy refers
to the move towards offering product  -service systems rather than products alone. The value
added of offering services emerges from multiple perspectives. Offering services

emphasizes the fundamental principle of creating more value to customers by having a

better understanding of their needs, which leads to a better configuratio n of organizational
competences. Offering services increases the level of product differentiation, as a product -
service system is more difficult to imitate. Offering services maintains customers through

building long -term relationship and customer commitm ent. It enhances customer
satisfaction by offering tailored products and enhances customer loyalty by a product co -
creation approach. In addition, offering services develop the characteristic of the product
that is required in order for the product towin WKH FXVWRPHUVY SXUFKDVH

Servitization consists of different strategic levels and approaches of offering services . These
approaches deliver different outcome s and require different arrangement s. These different
types of services were categorized into two main approaches and these are protective

services and proactive services. The protective services are the services that make the

product eligible to be bought by the customer; it shapes the minimu m market requirement,
whereas, the proactive services are those that distinguish the product from those of
competitors; it is much more sophisticated and shapes organizational competitive

advantage. Organizations have to understand, design, implement and e valuate their service

provision strategy . Building on the information presented in the previous sections, several
aspects of servitization were identified by which the servitization strategy could be
understood, and conceptualized . According to (David, 201  3) the strategic model consists of
three main strategic processes: strategic formulation, implementation and evaluation. These
strategic management categories capture the comprehensive incremental process of a
servitization strategy. Accordingly, a concept ual model formalizing the transition process for
service business model was developed as shown in figure ( 2-6) below.
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Figure 2-6: Conceptual Model of Servitization Strategy

The prominence of X o L
servitization Strategic purpose Organizational Capabilities Qutcomes
The_S_trategl{: Scope and extent Organizational Structure Paradox
Decision Level
Servitization Entry mode Organizational Culture COSt.Df THETIE
Approaches services
. Factor effecting services . Critical success
Strategic Factors - g Operational Process
esign factors
Design approach Quality Control System
Organizational

- Challenges
arrangement decision

Managing organizational

Price decision
change

The underlying theme of this conceptual framework is to connect the different aspects of

servitization  from literature into one model by sorting through the mass of published
material and producing a focused model. This model will support the investigation of a
servitization strategy in the context of real estate development as revealed in the
introduction chapter. The next chapter represent s the research purpose and demonstrates

the research design that developed answer s to the research questions
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Chapter 3: Research Design

3.1 Introduction

This research has been conducted to extend servitization knowledge in the real estate
development industry. The outcome is expected to contribute to the knowledge of
servitization and develop an understanding with regard to facilitating servitization strat egy
adoption and service provision in realty projects. The aim is to enable the sector to develop

abilities to create competitive advantage and to be able to adapt better to changing
FXVWRPHUVY QHHGY DQG UHTXLUHPHQWYV

The previous chapter presented the a spects of servitization. An initial conceptual framework
that captures the servitization process and guides the research investigation was developed

based on reviewing literature. This chapter provides an overall framework of the research

process to in-depth investigate the aspects of servitization . The chapter is oriented toward
presenting the scientific procedures that have been used in this study, and support the
rationale behind choosing particular research methodology and methods. This chapter is

divided into three sections (Figure 3-1), the research design, the research process and the

research quality evaluation.

Figure 3-1: Methodology Chapter Layout

Philosophical Position

Research Strategy
Conce!:tual Research Research Methodology Research Paradigm
Section Design Data Collection
Research Method > -
Data Analysis

Literature Review
Conceptual Framework
Developing case study
Secondary Data Analysis
Pilot study

Primary Data Collection
Delphi round 1

Delphi round 2
Delphi round 3

Pract_ical > Research
Section Process

Research Design
Research Qutcome
Ethical Consideration

Research S Research
Quality Evaluation

Section (3.2) is the research design. It represents the conceptual part, which was developed
to rationalize the selection of particular research elements . The section was developed
EDVHG RQ &UHVZHOOTV D UHVHDUFK GHVLJQ IUDPHZRUN
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elements. These are research phi losophy, research methodology and research method. This

section is developed to rationalize the adopting of a qualitative research approach. In this

section, each category is discussed in order to justify the specific selection and the

appropriateness of t he selected research instruments to accomplish this research project.

Section (33) LV WKH SUDFWLFDO SDUW ZKLFK KDV EHHQ GHYHORSHG DO
(2013) model and inductive data inquiry approach. Mainly, the section consists of a full

detailed research process. It shapes the empirical part of the chapter where data collection

and analysis methods are demonstrated. Finally, section (3.4) addresses the evaluation

criteria of research quality and research ethics codes that are used in this research project

Figure (3 -2) provides a diagram of  the research methodology.

Figure 3-2: Research Methodology Outline

Ontology

Relativism

Epistemology
Subjectivist

Philosophical Position
Critical Realism

Research Methodology
Qualitative Approach
Inductive Data Inquiry

Case Study
v

Research Method
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Secondary Data Document Analysis
Iterative | Email Interview Content Analysis Round One
Online Interview Thematic Analysis Round Two
Online Interview Validation Model Round Three
Collective Finding Template Analysis

v

OQutcome Quality Evaluation
s  Credibility
o Confirmability
¢+ Dependability
e Transferability
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3.2 Research  design

The Quality Assurance Agency for Higher Education defines re VHDUFK 3DV RULJLQI
LOQYHVWLIJDWLRQ XQGHUWDNHQ LQ RUGHU WR JDLQ NQRZOHGJH DQG X!
al.,, 2008, p.484). Under the umbrella of social science research, business research is

conducted to help business managers make informed decisions that contribute to the

success of organizations. It is a scientific approach aiming to solve business problems and

enhancing decisions to become more efficient and more effective by looking for facts based

on systematic investigation, gathering, analysing , interpreting and presenting accurate

information that reduces business uncertainty and clears the complexity and ambiguities

from the business environment (Zikmund et al., 2012).

The research design concerns the whole configuration of research projects. It refers to the
action plan when conducting research projects. This plan describes the sequences of the
research phases and task development by formulating the research problem throughout the

data collection process until conclusions are generated. This design involves a research

philosophical position, research methodology and method (Creswell, 2013a&b).

3.2.1 Research Philosophy

Research philosophy defines the process of developing knowledge (Creswell, 2013a). It

refers to ontological and epistemolog ical assumptions that support the practice of social

science research (Brewer, 2000). A clear philosophical stance in conducting social science

UHVHDUFK KDV VHYHUDO EHQHILWY LQFOXGLQJ H[SDQGLQJ WKH UHVHI
research skills and  enhancing his ability to select an appropriate research methodology

capable of addressing the research problem and improving the research outcomes.

Irrelevant philosophical positions might lead to misleading results (Holden & Lynch, 2004).

In terms of soci  al science research, it is necessary to define what knowledge is. This means

issues of ontology and epistemology should be defined and construed in line with the study

investigation (Fletcher, 2006).

3.2.1.1 Ontology
Ontology refers to the philosophical assumptions about the nature of reality and existence
(Easterby -Smith et al., 2012). Ontology is dichotomised into objectivist and subjectivist
positions (Saunders et al., 2011). Objectivism maintains that there is only one description
of reality. It refers to the state of being objective, where knowledge is accurately
LQWHUSUHWHG ZLWKRXW WKH ULVN WKDW WKLV LQWHUSUHWDWLRQ FI

preferences or biases (Bruce & Yearley, 2006). On the other h and, subjectivity is the
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opposite of objectivity. Subjectivity assumes that a social phenomenon is developed from

the perceptions of people who are engaged in this phenomenon (Saunders et al., 2011).
This phenomenon can vary from time to time and from plac e to place (Collins, 1983).
Between objectivity and subjectivity there are different conceptualizations of ontology;

realism, internal realism, relativism and nominalism. This research adopted a relativism

ontological standpoint.

Realism emphasizes that  the world is concrete and external. Objects exist independently of

our knowledge. There is a single truth , and facts are exist ed and can be revealed. Internal

realism assumes that there is a single reality, but is obscure. It is never possible to access

th at reality directly. However, once this reality is discovered, it is absolute and independent

of further observations. The relativism argues that there are many truths. Facts depend on

WKH REVHUYHUfV YLHZSRLQW 7KH WUXWK LV UH DgfekrhieGt bstiaeR X JK GLVF
people. Finally, nominalism argues that there is no absolute truth. Reality is human

creations (Easterby -Smith et al., 2012).

Consequently, a relativism ontological standpoint is held by this study. Relativism is a
moderate position between objectivism and subjectivism of reality. It recognizes that life is

generated by the actions of individuals, which  also have an external impact on them. Thi S
ontological perspective has been adopted to address the current debate about servitization

strategy as a significant survival strategy for business. This statement could be defined and

experienced differently by different people, as what counts as realit y could vary from place

to place and industry to industry. According to literature, servitization strategy is a general

concept, and different industries have different approaches to servitizing (Benedettini &

Neely, 2012; Rajala et al.,, 2013; Lay, 2014). 37KH 6BHUYLWL]DWLRQ SURFHVV FRXOC
different routes reflecting various properties of the manufacturing firm and its business
FRQWH[WV"™ all RPOHSM180). Based on the relativist position, the researcher assumes

that the real estate developme nt industry has different interpretations of servitization and

has a different way to adopt servitization strategy

3.2.1.2 Epistemology
Epistemology is a general set of assumptions about ways of inquiring into the nature of the
world. It discusses how k  nowledge can be gained about the world (Saunders et al., 2011).
It is concerned about what establishes valid knowledge to approach reality (Easterby - Smith
et al., 2012). Epistemology concerns the question of what should be regarded as acceptable
knowledge in a discipline. A particularly central issue is the question of whether or not social

issues of the world can and should be studied according to the same principles, procedures
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and ethos as the natural sciences (Bryman & Bell, 2015). Accordingly, epistemo logy is
categorized into two ~ main positions; positivism and constructionism. This research adopted

a constructionism epistemological standpoint.

The key idea of positivism from an epistemological viewpoint, that the social world exists

externally, and it should be measured through objective methods, rather than being

inferred subjectively. Positivism assumes that knowledge that can be measured and

observed is the only valid knowledge. On the other hand, constructionism  is a term that has
been developed in  reaction to the application of positivism to the social sciences. The key

idea of interpretivism from an epistemological viewpoint, that reality is not objective and

exterior. It is socially constructed and given meaning by people. It argues that the subj ect
matter of the social sciences, people and their institutions are fundamentally to capture the

reality (Easterby -Smith et al.,, 2012). It believes that knowledge and understanding

emerges when people engage with their realities (Crotty, 2003).

Realizing the importance of the study context dimension, this research is positioned based

an interpretive constructionist epistemology (Subjectivist) to capturer knowledge on
servitization seeking to understand servitization in a specific context through perceived
knowledge. This position believes that objects and subjects cannot be separated, and

neither of them exists independent of the other. Both are a part of the life situation where

they exist, which means it is pointless to discuss either apart from the cont ext in which it is
happening. The researcher focuses more on people and how they manoeuvre the
servitization strategy to gain a competitive advantage in the context of real estate

development industry.

3.2.1.3 Philosophical Positions
Social science has several perspectives of philosophical thoughts (Stiles, 2003). These
thoughts could be located within two dimensions , the objectiv e or subjectiv e nature of
science (Burrell &  Morgan, 1979). Accordingly, a philosophical position continuum was
developed, by which social researchers move between two dimensions: the objectivism
approach and the subjectivism approach. Within that continuum, three major categories of

philosophical p ositions were developed based on the objectivity and subjectivity of the

reality; namely positivism, interpretivism and critical realism (Myers, 2013). These different
philosophic al positions generate different outcomes, and vary in term s of designing the
research process, identifying the research problem, developing research questions and

choosing research methodologies (Silverman, 2013).
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Social science has several perspectives of philosophical thoughts (Stiles, 2003). These
thoughts could be located wit hin two dimensions, the objective or subjective nature of
science (Burrell & Morgan, 1979). A philosophical position continuum was developed, by
which social researchers move between two dimensions; the objectivism approach and the
subjectivism approach. W ithin that continuum, three major categories of philosophical
positions were developed based on the objectivity and subjectivity of the reality; namely
positivism, interpretivism and critical realism (Myers, 2013). These different philosophical
positions g enerate different outcomes, and vary in terms of designing the research process,
identifying the research problem, developing research questions and choosing research

methodologies (Silverman, 2013). This research adopted a critical realism standpoint.

The positivism approach is developed based on the objectivity of the reality (Hughes &

Sharrock. 1997). It dominated the philosophy of knowledge for a long -time ( Alvesson &
Skoldberg, 2009). According to the positivist approach, knowledge is exists independ ent of
practical life and is gained through a set of fundamental assumptions. It is assumed that the

movements of the natural world are systematic and predictable, even in dynamic changes.

The cause and effects relationship can explain all natural phenomen a and events (Frankfort -
Nachmias & Nachmias , 1996). The interpretivist paradigm is considered opposite to the
positivist approach. The interpretivist researcher believes in the subjectivity of society,

which cannot be studied as a purely scientific process (Roth & Mehta, 2002). Based on this
approach the reality is an outcome of different perspectives and perceptions of human

actions and behaviours (Schwandt, 1994). The interpretivist approach provides an insight

into new knowledge and provides new understa nding of social behaviour (Upadhyay, 2012).

It aims to understand how people interpret an event rather than understanding the

reasoning behind that event ( Roth & Mehta, 2002).

The realist philosophical position is also known as critical realism, Post -positivism or
Neopost -positivism (Krauss, 2005). This approach rises from the writing of Roy Bhaskar in

1970, which emerged as a counterbalance paradigm between the positivism and the
interpretivism approaches. Critical realism believes in the objectivity and subjectivity of
reality ( Alvesson & Skoldberg, 2009). Where, knowledge is not an absolute and could be
gathered, developed, verified, accepted or rejected, and people make their own contribution

in developing reality (Holden & Lynch, 2004). Whilst, positi vism believes in one objective
reality and interpretivism believes in multiple subjective realities, the critical realism

believes in multiple insights of one objective reality (Krauss, 2005). According to Alvesson &

Skoldberg (2009), Bhaskar distinguishes between three types of realities; the empirical, the
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DFWXDO DQG WKH UHDO UHDOLW\ (PSLULFDO UHDOLW\ LQFOXGHV LQGL
knowledge in a particular situation. The actual reality refers to the knowledge that emerges

and become s kKQRZQ IURP WKH UHVHDUFKHUfVY ZRUN ,Q FRQWUDVW UHD
impeded laws, structures and instruments, which exist beyond the empirical reality and

SURGXFHV GLITHUHQW HYHQWY DQG DFWLRQV 7KH UHVHDUFKHUfV URO
how it impacts on other realities. Critical realism is flexible and can be applied to work with

GLITIHUHQW UHVHDUFK PHWKRGV 6D\HU $FFRUGLQJ WR (DVWRQ
realism as a coherent, rigorous and novel philosophical position that not only substantiates

case research as a research method but also provides helpful implications for both
WKHRUHWLFDO GHYHORSPHQW DQG UHVHDUFK SURFHVV ® $OVR LW |

situation by balancing the objectivity and subjectivity of data int erpretation (Easton, 2010).

Accordingly, a critical realism standpoint is held by this study. This study aims to extend
servitization knowledge into the real estate development industry. Although a generic model

of servitization exists in reality, it is imperfectly applicable to the real estate industry. A
critical realism approach is an appropriate approach to extend knowledge and explain new
knowledge within a context or contexts (Saunders et al., 2011). Critical realism believes
that realty is graduall y developed, which means that a reality could probabilistically rather

than perfectly understood (Easton, 2002).

Understanding the challenges of studying servitization, which has contributions from
multiple business  disciplines increased research complex ity. As well, the multifaceted real
estate development industry increases this research complexity. This complexity requires a

multi - perspective lenses to fully understand business situations (Easterby -Smith et al.,
2012). The critical realism philosophica | position, offers the researcher the required
adaptability and flexibility. It does this by acknowledging that reality is the process of logical

reasoning and at the same time it recognises different explanations can emerge based on
surrounding situations . This seems the appropriate approach to explore servitization in a

new context, by incorporating the conceptual framework and the perspective of the study
members; focusing on objectivity and subjectivity of the data collection and analysis; and

blending the experimentation and theoretical logical reasoning (Krauss, 2005). Also,
according to this approach, researchers should adapt multiple techniques for data collection
that support a detailed examination of research phenomenon moving forward and backward

between theory and practice and collecting data from a wide range of perspectives and

experiences (Jeppesen, 2005).
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3. 2.2 Research Methodology

Methodology is a combination of techniques used to inquire into a specific situation
(Easterby -Smith et al.,, 2012). The research methodology decision identifies how the
researcher will study the phenomenon (Arbnor & Bjerke, 2008). It refers to the decisions of

the main systematic steps of research, and how the researcher will study the phenomenon

in order to achieve  the research objectives and answer the research questions (Silverman,
2013).

3.2.2.1 Research Approach
There are three main strategies of inquiries provid ing the overall research direction . These
are the quantitative approach, the qualitative approach and the mixed methods approach

(Creswell, 2013b).  This research adopted a qualitative research approach.

The quantitative approach is hypothesis -testing research, whereas the qualitative approach

is hypothesis -generating research (  Auerbach & Silverstein, 2003). Choosing an appropriate
research approach should be driven by the research problem and research objectives
(Arbnor & Bjerke, 2008 ; Silverman, 2013). The qualitative and quantitative approaches
develop a trade -off between targeting a specific situation and generalizability, and between

in-depth and broad investigation by collecting different kinds of data (Silverman, 2013).

The quantitative research approach is more applicable to answer questio ns that investigate
relationships between two or more known and measured variables looking at clarifying,
controlling and predicting the research problem based on these variables (Leedy & Ormrod,

2010). The collected data is in the form of numbers and stat istics. Survey and experimental
research are the main strategies used based on quantitative research (Creswell, 2013b).

This approach starts with developing hypotheses and collecting numbers and facts to test

these hypotheses and confirm theories. It aims at establishing a basis for absolute truth
(Easterby -Smith et al.,, 2012). A quantitative research approach, which emphasizes the
measurement and analysis of causal relationships between two or more known and
measured variables, is usually used when the sub ject was generally measured once or
more; the intention is to establish associations and causality between variables (Leedy &
Ormrod, 2010). Accordingly, at this stage a quantitative research approach is not an

adequate methodology to in depth investigate servitization in a new context.

Conversely, the qualitative approach is more suitable when ambiguities surround the
research problem (Chia, 2002). Also, when the phenomenon is still under investigation and

considered in the exploratory phase. This is wher H WKH UHVHDUFKHUTVY PDLQ
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generating knowledge rather than testing theory (Silverman, 2013). Usually, it is used to

investigate organizational development based on empirical studies (D6ds & Wilhelmson,

2014). The qualitative approach aims to dev elop new insight and actions through collecting
discourse and experiences , achieves a deep understanding and develops detailed stories to
describe a phenomenon (Easterby -Smith et al.,, 2012). It enables a holistic and in -depth
examination of a research phen omenon within its context. Also, when the phenomenon is

still under investigation and considered in the exploratory phase. This is where the
UHVHDUFKHUYY PDLQ REMHFWLYH LV JHQHUDWLQJ NQRZOHGJH UDWKI
2005; Silverman, 2013). Mixe d methods research resides in the middle by incorporating
elements of both qualitative and quantitative approaches. The mix methods research design

combines the two forms of data collection in a study. The approach is a combination of

theory generating and theory testing research (Creswell, 2013b).

The selection of a research approach is based on the nature of the research problem and

research purpose (Silverman, 2013).This research is developed to examine the role of
servitization strategy in the real es tate development industry. To our current knowledge,

this is the first attempt to apply servitization within the real estate development context. In

fact, the servitization strategy is still under examination and in the development stages

(Gebauer et al., 2012b; Baines, 2013; Lay, 2014; Baines & Shi, 2015). As a research topic,
servitization is not easy to examine, which requires more critical and in -depth examination
of the phenomenon (Lay, 2014). Studying servitization requires a long -term focus (Turunen
& Neely, 2012) and a holistic approach to obtain a better understanding of such a complex
phenomenon (Brax & Jonsson, 2009). Moreover, s tudying servitization and putting it into
practice in new contexts is a sophisticated process and requires full in -depth investigation
(Lay, 2014). Given that the phenomenon is under examination and still in the
developmental stages where there is a limited knowledge available about servitization, a
qualitative research approach is more a suitable. The qualitative approach was a better fit
for the research problem, the type of research questions and the research purpose. At this

stage, the knowledge pay -off of using a qualitative approach will be much more than using

quantitative or mixed methods approaches.

Nowadays, the popularity of qualitative research has increased and its contributions have
become more valid (Hodges, 2011). Case study, ethnography, grounded theory,
phenomenological and narrative researches are the main strategies of inquiry that are used

based on qual itative research (Creswell, 2013a). The qualitative design is employed to
answer the why and how questions, collecting human behaviors, opinions and experiences

that are difficult to obtain through a quantitative oriented method. From a philosophical

116



viewp oint, a qualitative approach is more adequate with a critical realism, which believes in
the objectivity and subjectivity of reality. Together people and world make up the
consciousness of knowledge. This knowledge is not an absolute and could be gathered,
developed, verified, accepted or rejected, and people make their own contribution in

developing reality.

3.2.2.2 Logical Reasoning
Logic reasoning refers to science of drawing of inferences or conclusions from known or
assumed facts correctly (Kothari, 2004). Deductive and inductive are the two broad
methods of reasoning (Creswell , 2013b). Deductive reasoning studies the phenomenon from
a solid theoretical background based on a top -down approach. The researcher is moving
from general theory to a specific situation (Creswell , 2013b). Researchers observe the
organization seeking evidence that supports the pre -developed conceptual framework to
test the applications of a particular theory (Lett, 1990). Deductive approach is general
associated with quantitativ. e research. The conclusion follows logically from available facts
(Creswell , 2013b).Contrarily, inductive reasoning works the other way, moving from specific
observations to broader generalizations and theories. The inductive -based approach looks at
genera ting a theory through observation rather than testing an existing one (Eisenhardt,
1989). The researcher moves from a specific situation to general theories. The process
starts with setting a research question then collecting observations and generating ge neral
propositions (Creswell , 2013b). According to Lett, (1990), the approach inductively studies
the phenomenon based on a bottom -XS DSSURDFK WKURXJK REVHUYLQJ RUJDQL]D
DFWLRQV EHKDYLRXUV DQG LQWHUDFWLRQV DQG rleqcE Bin&mieDOWLQJ UH
these actions. This requires a close participation and work field observation to deeply
understand and explain the research phenomenon. The inductive approach is associated
with a qualitative research. The conclusion is likely construct ed from people opinions and

experiences (Creswell , 2013b).

This research is designed to generate theory rather than theory testing. An inductive data
inquiry approach has been adopted. The main goal is to generate theoretical ideas from the
data. It exten ds the premises and makes a claim beyond the cases that are given. The
inductive approach is associated with qualitative research. It is a process of reasoning that
moves from making observations to forming conclusions. It can also be thought of as
startin g from specific examples and moving toward a general statement. Inductive
reasoning allows one to develop a theory based on learning from experience. Patterns and

resemblances are formed to reach conclusions and generate theory.
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3.2.2.3 Case Study Approa ch

Case study research is a qualitative approach in which the investigator explores a real -life,
contemporary bounded system over time, through detailed in -depth data collection
(Creswell , 2013a). It is one of the first approaches of research to be used b ased on a

qualitative methodology (Starman, 2013). The case study is also widely used as an effective
methodology in operations management research (Voss & Godsell, 2015). The qualitative

case study based -research is considered a valuable research strategy to generate or
develop theory, evaluate systems, examine or articulate processes and develop
interventions (Baxter & Jack, 2008). A case study is a more appropriate strategy that deals

with discovering , exploring and understanding concerns based on answer ing how and why
type questions (Voss et al., 2002 ; Yin, 2013). Steenhuis & Bruijn, (2006) argue that when
there are no previous studies for guidance or former defined variables or propositions,

conducting a research based on the us e of a case study is impe  rative.

7KH TXDOLWDWLYH FDVH VWXG\ LV GHILQHG 3DV HPSLULFDO UHVHDUFK
rich data from bounded real -ZRUOG VHWWLQJY WR LQYHVWLJDWH BalRatE XVHG Sl
et al., 2011, p.329). In fact, there are numerous calls for mor e case studies research in the

field of operations management looking at more empirical evidence; as it is more objective

and more oriented toward real life situations and deals more with direct observations

(Meredith et al., 1989; Voss, 2002; Steenhuis & Bruijn, 2006; Barratt et al., 2011 ; Ketokivi

& Choi, 2014 ; Voss & Godsell, 2015). The case study serves a variety of purposes and could

be used in different philosophical position s or research approaches (Crowe et al, 2011).

According to Yin, (2013), case studies can be explanatory, exploratory or descriptive: the

exploratory case study enables researchers to get a feeling for potentially important

variables and to describe phenomenon in the appropriate contextual sett ing. The causality

case study establishes the cause and effect relationship and the descriptive case study

involves making detailed clarification from the case study.

Barratt et al., (2011); Ketokivi & Choi, (2014) and Voss & Godsell, 2015 address the
importance of qualitative case study research in operations management, as a scientific

method producing more meaningful and significant contributions to knowledge, particularly

in the area of developing theory and exploration of a topic. According to Myer s, (2013), the
case study is a preferable research strategy in business and management to use empirical

evidence from representative organizations to contribute  to knowledge and practice. It

provides multiple understanding dimensions of the research in its practical environment
(Crowe et al., 2011). Also, it produces great influence directly applicable to new and

creative visions, concepts and advanced theoretical ideas (Voss et al., 2002). Furthermore,
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it pr ovides more practical knowledge, focusing on lear ning rather than proofing and
provides researchers with more freedom to investigate the problem (Flyvbierg, 2006). It

also provides researchers with rich data and materials that increase the degree of
theoretical validity (George & Bennett, 2004). Finally, case study approach is very suitable

for serving the empirical purpose of inductively identifying additional variables and theory

building. It is particularly useful for offering insight into a real world phenomenon and

describing how practice is actually implemented (Starman, 2013).

This study is developed to elicit a rich insight into real estate development practice.

Realizing the importance of the study context, a case study research therefore has been

adopted. The key objective is to develop servit ization theory in real estate development
industry through in  -depth investigation of a servitization strategy in a real -life situation. In
order to achieve this objective, eight different companies managing various building

projects in Jordan were selected . These companies operate in different market segments

and in different geographical distributions around Jordan. Case study is valuable in practice -
oriented fields such as business research. It allows the exploration and understanding of

complex issues. | t provides knowledge that is more practical and supports in -depth
investigation of the problem. It also provides researchers with rich data and materials that

increase the degree of theoretical validity.

3. 2.3 Research method

Research method refers to the activities of data collection and data analysis. It is a series of
interconnected process es aiming at collect viable information to address the research
problem (Creswell, 2013a). Servitization strategy is still under examination and in the
development stage (Lay, 2014). The traditional research strategy would not produce
sufficient knowledge regarding how offering services influences businesses (Gebauer et al.,
2012b ; Baines & Shi, 2015). Smith et al., (2014), argued that a flexible research method

and multiple techniques are required to study servitization. As well as, the research
phenomenon is not well identified (Baines & Shi, 2015). Researchers and business policy

makers are struggling to define se rvitization (Baines, 2013 ; Baines, & Shi, 2015). It is a
complex and multifaceted phenomena (Baines et al., 2009a; Baines, 2013; Lightfoot et  al.,
2013). According to Baines & Shi, (2015), who are studying servitization for a long time, in

terms of studyin g a servitization strategy, all research practices have their limitations; only

the Delphi is a valuable method to elicit rich data and in -depth information and it fits well to
expose service provision practices more efficiently. It is more appropriate to examine a
servitization strategy , which currently has incomplete knowledge and information. They

recommend using Delphi method to investigate servitization adoption and extend
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servitization further understanding (Baines & Shi, 2015). In additional, serviti zation strategy
has been studied by different scholars based on several disciplines. These several disciplines

participate in forming the servitization strategy (Baines et al., 2009a). Still, there are no
universal agreed codes or particular definition or description of servitization (Lay et al.,
2009 ; Servadio & Nordin, 2012). In fact, not only servitization is a multifaceted, but also,

the real estate development is a multidisciplinary and a fragmented industry, where several

parties are involved in fulfi lling a project (Ankrah & Langford, 2005; Gehner, 2008).

Therefore, this study is carried out based on an incremental data collection strategy that
includes the principles of Delphi study, which includes multiple stages of data collection,
analysis and refining cycles. The Delphi technique attempts to achieve three main objectives
as follows:
1. To systematically collect empirical data of a phenomenon that Ilacks
comprehensive historical data in a new research context.
2. To reach categories saturation covering all aspects of servitization in real estate
development and to ensure that these aspects are well -developed.
3. To develop consensus knowledge and achieve a convergence of opinion on the

servitization in the real estate development industry.

3.2.3.1 The D elphi Method
The Delphi Method is widely accepted and used as a data collection technique that is applied
widely to variety of problems in different domains (Hsu & Sandford, 2007; Patari &
Sinkkonen, 2014). Delphi is a modern, iterative and interactive da ta collection process that
provides deep understanding of the research topic, by systematically obtaining consensus
knowledge from a panel of experts to support different research purposes (Hasson et al.,
2000; Hallowell & Gambatese, 2009 ; Worrell et al.,, 2013). The main objective of Delphi
method is to obtain reliable consensus from a panel of experts (Patari & Sinkkonen, 2014).
The Delphi method is more appropriate for exploratory research, particularly with a
complex, interdisciplinary research topic (Ak kermans et al.,, 2003). It is a more flexible,
efficient, and effective technique that could be used to clear ambiguity surrounding the
research and to enhance the general understanding of the research problem (Powell, 2003
Skulmoski et al.,, 2007). The Del phi method improves objectivity of the research result using
a structured way of data collection based on several sets and sharing opinions (Powell,
2003 ; Hallowell & Gambatese, 2009). Habibi et al., (2014) argue that using the knowledge
and perspectives o f experts based on conducting a qualitative Delphi study is very helpful to

the development of an informed strategic decision.
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x 3.2.3. 1.1 The Delphi Data collection Process
Delphi is used to achieve theoretical saturation and develop consensus knowledge
(Skulmoski et al., 2007). According to Worrell et al., (2013) the Delphi study provides a
deep er understanding, which requires the design to be set before implementation. Hallowell
& Gambatese , (2009) demonstrate the objective use of the method in management
research based on a qualitative approach as follows: the technique involves two or more
rounds of data collection, with the output of the previous round providing the input of the
next round. These rounds consist of between two and six rounds. According to the writers,
two or three rounds are prefer able, as the outcome of  the Delphi study is more accurate
after round two and it becomes less accurate with each additional round.  The Delphi data

process could start by using a brainstormin g session or based on identified elements that

were deduced from the literature and secondary data research (Worrell et al.,, 2013) .
According to Malhotra & Birks, (2007) Where the process starts  with identified elements
from secondary data enhances problem identification and description and improves the
preparation for more appropriate research questions , and improves primary data collection

and interpretation.

In term s of data collection, Hsu & Sandford, (2007) argue that the advance d technology
facilita tes the use of the Delphi method , where email, online interviews, and phone calls are
typically used to collect data. The use of advance d technology reduces the time required to
conduct a Delphi study, and aids in reaching research participants (Okoli & Pa wlowski
2004). This mode of interaction based on advance d technology is more objective and

rigor ous (Skulmoski et al., 2007).

x 3.2.3. 1.2 Panel Size

In term s of the number of experts, usually, they are ranged from three to eighty experts,

and the average number is between eight and sixteen. Still, the size of a Delphi panel is
depend ent on the availability of experts, the level of representation and the capaci ty of the
researcher (Hallowell & Gambatese, 2009). It is also recommended to select multiple

expe rts based on diverse perspectives and specialties to reach an objective outcome (Habibi

et al., 2014). Nevertheless, these practices are changeable and researchers adjust the

Delphi technique by using different practice s to fit particular circumstances (Heiko, 2012).

x 3.2.3. 1.3 Delphi Data analysis

Data analysis refers to the process of converting data into more meaningful information and
knowledge based on  the systematic examination of every component of the data, aiming to

develop conclusions about the topic under examination (Boeije, 2010). Nevertheless,
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analysing qualitative data is not an easy process (Silverman, 2013). The analysis of
gualitative data aims to make valid inferences from a large amount of collected data
(Sekaran, 2006).  According to Ha ncock et al., (2007), t he data analysis process requires a
summar y of the large volume of collected data, to find frequencies, patterns, differences
and similarit ies. Finally the present ation of the result s is carried out in a way that address es
the research problem and contribute s to knowledge . Practically, many techniques have been
used to analyse qualitative data including content analysis, conversation analysis, discourse

analysis, narrative analysis, ethnographic analysis, and interpretative phenomenological
analysis (Hancock et  al., 2007). Selecting the appropriate data analysis technique depends

on several factors , such as the type of data collected , the size of data  collected , the
research objectives, the expected outcome, the level of te chnology and the researcher

preferences (Kondracki et al., 2002).

Skulmoski et al.,, (2007) argue that the data of a Delphi study could be analysed by
different analysis techniques based on the type of data collected , the research questions,
and the objec tives. Usually, the first round is designed to generate basic ideas. It starts with

a set of general and comprehensive open -ended questions that are distributed based on
flexible data collecti on tools allowing more freedom for the respondents. Usually, con tent
analysis is the data analysis technique used to analyse the first round data by
identifying substantive statements from the data and classifying similar answers together
(Hasson et al., 2000). Then, the next round is typically designed on well  -structu red
questions ( Hsu & Sandford, 2007). Here, thematic analysis is preferred by identifying the
main concepts, categorizing concepts, and demonstrat ing the relationship  between the
categories (Majzner, 2008 ; Brady et al., 2013). In this study , four data anal ysis techniques
were used to analys e different data collected from different sources ., These techniques are
document analysis, content analysis, thematic analysis, and template analysis . Each one is

addressed in more detail in the next section.

x 3.2.3. 1.4 The Delphi Outcome

Usually, the data collection process in Delphi is stopped when sufficient data have been
exchanged, the research questions are answered, categories saturation is achieved, and
consensus knowledge is reached (Skulmoski et al., 2007). According to Miller, (2013), the
consensus knowledge is the process of developing mutual agre ement from multiple
viewpoints. A debate has centred on how the consensus of the overall study could be
developed (Hanafin, 2004). Although, the measurement of con sensus is not the aim of the
Delphi technique; it has to be considered as a valuable component of data analysis and

interpretation in the Delphi method (Heiko, 2012). The measurement of consensus
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knowledge development greatly varies (Millar, 2001; Hanafin, 2004; Okoli & Pawlowski,
2004; Skulmoski et al., 2007). Heiko, (2012) identified fifteen different process es for
measuring consensus, where the consensus knowledge could be pursued using the
iterations process, or personal interviews, or using the weighte d average and other
statistical methods ( +HLNR oOLOODU XVHG TXDOLWDWLYH ZRUGV VX
to judge the development of consensus knowledge. Some scholars considered the rounds of

Delphi as a basis of determining the development of cons ensus knowledge (Habibi et al.,
2014). Other scholar s used the post rounds process , which is another process to measure
the development of consensus knowledge . This is where individual s agree with the final
result, and the experts validate data interpretat ion and categorise variables (Hanafin, 2004;
Okoli & Pawlowski 2004). Finally, Skulmoski et al., (2007) suggested the reality matrix to
measure the development of consensus knowledge. This matrix is a re -presentation of the
key issues of the study ; the key findings of the investigation and how these findings

emerged .

3.2.3. 2 The Design of the Delphi Study
This study applied the Delphi method to elicit a rich insight into real estate development
practice. The key objective s were to elicit expert opinions on the viability of the servitization
as a new business model, and to identify the main interruption factors in terms of adopting
servitization as well as potential development needs of such a strategy. In order to achieve
these o bjectives, three rounds of online Delphi study were conducted to collect data from

the participants within the selected case studies (See Figure 3 -3).

Figure 3-3: The Design of Delphi Study

Secondary
Data Analysis

Delphi _Study |ﬂ Round One 42 Participants Ema_ll Conteqt
Design Interview Analysis

\l’ Post Round Validation
Round Two 23 Participants Onllr!e Themal.:lc
Interview Analysis

~,l/ Post Round Validation
- Online Validation

Round Three 11 Participants Interview Round
Consensus . .
Knowledge Reality Matrix

The Delphi process started by identifying general elements related to a servitization

strategy and service provision from the literature review and secondary data research. In
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the first round, 42 participants at different organizational levels were intervi ewed via email
This round served as a basis for the second round in -depth interview. In the second round,
data were collected from 23 executive managers where online interview was used to collect
data. In the third round, data were collected from 11 execu tive managers also based on
online interview . Evidence and opinions have been collected from experts in the field. The
participants were all involved in the process of service provision. For instance, the
UHVSRQGHQWVYT SURILOH LQFOXGHYV far([adustid@ InvéssBnem/\ & @eputy CEO
for Marketing and Sales  Affairs, Deputy CEO for operations and engineering a ffairs, Deputy
CFO for administration affairs, Chairman, office manager, Sales Director, Marketing

Director, Subsidiaries Managers, Project Managers, Quality Assurance Managers, and a
Budgeting, Treasury & KPIs Manager. Those executive managers work in eig ht different
companies and managing various building projects in Jordan. These companies operate in

different geographical distributions around Jordan.

Interviews are the most widely used tool for collecting data in qualitative research
(Creswell, 2013a). Generally, there are different techniques used for conducting an
interview such as face -to-face interview, phone interview, online interview and emalil
interview. Each of these techniques has its own advantages and disadvantages
(Opdenakker, 2006). Nevertheless, in business research, respondents often cite that they

are too busy and do not have time. They can also be hard to reach. Gaining access is the

main problem when collecting qualitative data. Therefore, researchers have to be more

creative in the data collection process (Easterby -Smith et al., 2012). Furthermore, a |l social
research methods develop in relation to social, political and intellectual fa ctors. How
researchers approach their investigation is clearly intertwined with the world in which they

live (Hooley et al., 2012). In the current age of advanced technology, the use of internet

based data collection has risen, particularly in qualitative research (Meho, 200 6; Stieger &
Goritz, 2006; Hunt & McHale, 2007; Phellas et al., 2011; Ratislavova & Ratislav, 2014
Bowden & Galindo -Gonzalez, 2015). The two main forms of internet -based methods are

emalil interview and online interview (Meho, 2006; Hool ey et al.,, 2012; Salmons, 2012).

x 3.2.3.21E -mallinterview
E-mail interview refers to the process of send and receive questions and answers through
computer -mediated communications (email) (Salmons, 2012). It involves sending the
research questions in the text of an email or in an attachment, which respondents answer
and return (Phellas et al.,, 2011). This means there is a lead time between receiving the
questions and answering them, which offers more flexibility for participants to read and

answer the que stions in their own time (Ratislavova & Ratislav, 2014). This lead time also
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allows the researcher to gain in -depth data, as participants have time to read, understand

and think of appropriate answers (Meho, 2006; Hunt & McHale, 2007; Ratislavova &

Ratisla v, 2014). Email interviews have been widely used as a data collection method, and

there is increasing evidence that it is an effective research tool (Hunt & McHale, 2007). It

has several advantages. Collecting data via e -mail allows large numbers of respon dents to
participate. Geographical location is not a barrier any more (Phellas et al., 2011). It reduces
the process cost and time and allows for easier access to participants regardless of their

locations or positions. In addition, an email interview is m ore objective as it inhibits the
HITHFW RI WKH UHVHDUFKHUYY SUHVHQFH RQ WKH UHVSRQGHQWYV
provide more truthful answers by email than in person. Email interviews tend to give a more

considered approach and provide a clean tr anscript (Bryman & Bell, 2015).Finally, it
supports collecting direct information related to what is being investigated based on direct

questions (Meho, 2006; Hunt & McHale, 2007; Phellas et al., 2011; Hooley et al., 2012;
Ratislavova & Ratislav, 2014; Bry man & Bell, 2015).

X 3.2.3.2.2 Online Interview
Online interviews have become one of the most commonly used methods for collecting
qualitative data (Sullivan, 2012; Janghorban et al., 2013). The online interview refers to an
interactive video conversation t hrough computer -mediated communications. It is similar to
face -to-face interviews, except it involves using advanced technology to conduct the
interview. It enables real -time dialogue between researchers and participants (Salmons,
2010 & 2012). Nevertheles V 3LQ FRPSDULVRQto-Vdde ihteradtions, Internet

31

LOQOWHUDFWLRQV DOORZ LQGLYLGXDOV WR EHWWHU H[SUHVYV DVSHFWYV |

p, 56 ). An online interview is a free communication service that provides an opportunity of

video inter viewing with people wherever they are (Janghorban et al., 2013). An online

LQWHUYLHZ LQFUHDVHV WKH UHVHDUFKHUYY RSSRUWXQLW\ WR UHDFI
IOH[LEOH DQG SURYLGHV PRUH DFFHVV DV LW LV PRUH FRPSDWLEOH 2
place (Hinchcliffe *DYLQ 37KH RQOLQH LQWHUYLHZ KDV RYHUFRPH W

constraints, geographical dispersion, and physical mobility boundaries, which have
DGYHUVHO\ DIIHFWHG RQVLWH LQWH @ly L2023Yp1). -Th&QradrRIchE D Qatibh\Vis
that internet -based interviews require the potential participant to have an advanced
technology devise and internet access (Ratislavova & Ratislav, 2014 ; Bowden & Galindo -
Gonzalez, 2015).

3.2.4 The Limitation s of the Research Design
This resear ch was mainly designed to achieve a methodological fit between the nature of

servitization, the importan ce of research contexts, the research purpose, previous literature
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and the expected outcome. Thus, this study adopted an exploratory single case study
research based on a qualitative approach relying on Delphi concept to collect data
However, there is no perfect research design; regardless of types of research methodology

adopted for the research, still critic isms appl y (Choy, 2014).

3.2.4.1 Limitation s of the Qualitative Approach
The qualitative approach  has strengths and weaknesses (Silverman, 2013). The approach is
time consuming ; requires skill ; the result s are difficult generali se and usually the personal
knowledge and experience impact s on the res earch process ( Choy, 2014). In order to
maintain high quality during the research, several applications have been applied as shown

later in this section.

3.2.4.2 Limitation s of the Case Study
Although the re are numerous advantages of case study based rese arch, it is exposed to
number of criticisms . These include lack of rigorous research design, produc tion of too much
data, which often leads to more bias and misleading results . Also, the results are hard to
generalize (Yin, 2013). Voss et al., (2002) argue that the case study requires a long time,
high skilled observers, and good analytical researchers. Also, the data is usually limited to
the chosen case or chosen process (George & Bennett, 2004) . +tRZHYHU 3LW UHPDLQV SRS
research methods and many important operational concepts have been developed by using
D FDVH VWXG\ D $xbekBandford, 2015p .6720) .

In order to avoid these criticisms, Yin recommends a clear case study design based on clear

protocol. This protocol may include: an overview of the research project ; the main research
questions that lead to the data access procedure ; a data collection protocol ; a clear unit of
analysis ; and a chain of evidence which links research question s to collected data and the

data analysis proc ess (Yin, 2013).

3.2.4.3 Limitation s of the Delphi Method
Time is one of the main Delphi study limitation s; where the sequential and iterative nature
of the Delphi process is time consuming making the researcher allocate a large amount of

time to succes sfully complete a Delphi study ( Hsu & Sandford, 2007). Hallowell &

Gambatese, (2009) considered the size of the panel and the level of panel expertise as
important, where low quantity or low quality of respondents decrease s the Delphi outcome.
Moreover, th e characteristics of selecting the expert panel fluctuat e and are not obvious,

thus, it should be selected using well-define d characteristics (Hallowell & Gambatese,
2009). Habibi et al., (2014) view the uniform ity of Delphi, the lack of structure when

conducting a Delphi study and developing a consensus of knowledge as the main
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limitation s. Therefore, it is  appropriate to develop a set of procedures to reach mutual

agreement.

3.2. 5 Section Summary

In the above section , the research design was introdu ced. Th e section represents the
conceptual part of the chapter, which was developed to rationalize the selection of particular

research elements and the relevant aspects of selecting a specific research design were

demonstrated. Table ( 3-1) below summarize s the relevance of the selected research design.

Table 3-1: Relevance of the Selected Research Design

Research Design

Aspects The Selected Design The Rational of Selected Design

What counts for the reality could vary from
place to place and industry to industry

The importance of the human participation
Epistemology Subjectivist Epistemology | element in understanding and formulating
reality

The complexity of business research and the
complexity of the research topic

Exploring an immaturity research topic into
a new research context

A theory developing approach based on
gradual learning from people experience
The important of the study context.
Research Strategy Case Study Strategy Improving the understating of servitization
strategy and its operational issues.

An iterative and interactive data collection
Research Method Delphi Study process to develop a mutual agreement
from multiple viewpoints

Ontology standpoint | Relativism Ontological

Philosophical position | Critical Realism

Research Approach Qualitative Approach

Research Paradigm Inductive Paradigm

Achieving sustainable competitive advantage, based upon services provision, is often

claimed to be viable for businesses. Still, no one has investigated this statement in the real

estate development context and developing countries. This statement could be defined and
experienced differently by different people, as what counts for the reality could vary from

place to place and industry to industry. This view goes along with the relativism ontological

standpoint, which  is a moderate position between objectivism and subjectivism of reality. It
recognizes that social life is generated by the actions of individuals and has an external

impact on them. The real estate industry could have different interpretations of servitiz ation
and a different way to adopt a servitization strategy. Thus, the research will examine the

significance of offering service activities to the development of competitive advantage. To

do so, the research explores the opinions of experts in the field a s to the value of such a
strategy and formulates a best practice for adopting servitization strategy in real estate
GHYHORSPHQW 6XFK D YLHZ FRXOG EH LQIOXHQFHG E\ WKH LQGXVWL

background as real estate developers. This view of t he researcher goes along with the
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subjectivist epistemology adopted, which stresses the importance of the human
participation element in understanding and formulating reality. Understanding the
challenges of studying servitization, which has contributions from multiple business,
disciplines increased research complexity. Also the multifaceted real estate development

industry increases this research complexity. This complexity requires multi - perspective
lenses to fully understand business situations. A criti cal realism standpoint is held by this
study. A critical realism focuses on explaining knowledge within a new context through

focusing on objectivity and subjectivity of the reality. It is an appropriate approach to

extend the servitization knowledge into real estate development.

From a philosophical view point servitization knowledge is not only based on fixed
foundations but also on human perception that includes opinions, assumptions and
expressions. A qualitative research is characterized as interpret ative research emphasising
subjective experiences. Qualitative research collects human behaviours, opinions and
experiences. It is more suitable to cover the depth of meaning that is important to
understand social science, where reality is considered socia lly constructed and context
interrelated. The inductive approach is associated with qualitative research. It evaluates the
degree to which evidence can show the conclusion to be true. It allows for developing

theory based on gradual learning from experienc e and to build up an understanding.
Accordingly, this study is to develop theoretical ideas from the data, which is adequately
imbedded in a number of relevant cases. Case study approach is very suitable for serving

the empirical purpose of inductively ide ntifying additional variables and theory building
though in -depth investigating the research phenomenon in a real -life situation. Case study
is a part of qualitative research. It is particularly useful for offering insight into a real world
phenomenon and describing how practice is actually implemented. Nevertheless,
servitization is a multifaceted concept, and real estate development is a multidisciplinary

and a fragmented industry. In light of this a qualitative Delphi approach was adopted to

reach catego ry saturation and develop consensus knowledge by incrementally and
systematically collecting empirical data on the servitization strategy in the real estate
development industry. The qualitative case study research strategy enabled the research to

gain mor e detailed and in -depth examination. The incremental research design based on
iterative research approach through inductive reasoning helped the researcher to move

forward and backward between the literature and empirical data. Also, the concept of a

Delph i study supported eliciting a rich insight into the servitization practices from a cross -
section of experts. Still, there is no perfect research design; several recommendations were

applied to maintain research quality as shown in section two and detailed in section three.

The next section is the practical part where the research process is outlined.
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3.3 Research Process

The research process is defined as detailed scientific steps that are used to collect and
analyse data in order to address the research object ive s and answer the research questions
(Bhattacherjee, 2012). Barratt et al., (2011) studied the state of qualitative case s tudies in

operations management and suggested providing sufficient details in term of research

design, data collection and dat a analysis to make them more rigorous and consistent . Yin,
(2013) argue d that a detailed research process creates a more robust case study, and
increase s research objectivity and dependability. Accordingly, a research process (figure 3 -
4) that addresses th e case study design was developed influenced by Maxwell , (2013)
approach of data inquiry ; and in line with Barratt et al., (2011) qualitative case study
framework.
Figure 3-4:The Research Strategy Design Informing the Process Undertaken Of
the Research in the Course of Conducting A Qualitative Investigation.
>
Case Study
Literature Conceptual Developing Secondary )
Review Framework Case Study Data Pilot Study
Analysis
Delphi Round
/ One
Conceptual framework Delphi Collective Delphi Round
reconfiguration Round Three < Data < Tow

M

Inductively

3.3.1 Literature Review

Reviewing literature refers to the process of selecting, describing, summarising, evaluating

and clarifying the body of kn owledge that relates to the selected research area. The purpose

of a literature review is to develop the current state -of -the -art, develop the potential future
research, and mainly, construct a theoretical knowledge of all aspects of the study. This

theore tical knowledge will be used to guide the research strategy and construct the
research questions (Ridley, 2012). According to DMU Libraries & Learning Services (2013),
searching literature could be conducted using several approaches: systematic, citation,
retrospective and targeted literature review. These approaches vary depending based on

the research topic and the availability of research materi al.,
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Servitization strategy has been studied by many different research groups (Baines et al.,
2009a). Howeve r, the results show a disjointed and fragmented knowledge, which was

broken down into several perspectives, which did not provide an overall picture (Lay et al.,
2009 ; Servadio & Nordin, 2012). In order to cope with these fragmented materials and

diverse s ources of data and to develop an overall understanding of the topic from this large

amount of data, as well as ensuring that all relevant aspects of the phenomenon are

covered, a systematic approach of literature review is necessary (Kauppi et al., 2013 ; Hou &
Neely, 2013).

A systematic literature review refers to the process of searching a large base of literature to
identify and analyse the best available evidence and produce a good level of understanding

and knowledge (Colicchia & Strozzi, 2012). The st udy adopted a partial systematic literature
review and networking analysis influenced by the work of Colicchia & Strozzi, (2012). This
approach consists of systematic literature review and citation network analysis. The
underlying assumption of adopting th is approach is that different research groups are
studying servitization based on different perspectives. This approach allowed the writer to

follow and understand these different perspectives.

The literature research was divided into two phases, a broad focused bibliographical search
on servitization strategy, and a proposal for a conceptual framework that captured
servitization activities. The first step was oriented to develop an understanding of the key

themes of servitization and identify its keyword s. The study initially started by reviewing
two state -of-the- art-articles (Baines et al., 2009a) and (Baines et al., 2007) addressing
servitization strategy and product services system. Accordingly, several keywords related to
servitization were identifie d such as product iservice system, integrated services, integrated
solutions, service innovation were identified. Also, several aspects and questions that
related to servitization were developed. These included a definition of servitization; the
evolution o f servitization; the motivations for servitization; the strategic benefits and
challenges of offering services; different classifications and typologies of service provision

and how the transformation process is conducted.

The second step was oriented to identify existing literature on the subject and its branches,
identifying the content and analysing it systematically. However, there were different
research groups studying servitization form different perspectives, which complicated the
understanding of it. Therefore, the study adopted partial systematic literature and network
analysis. This is where three key research groups were identified as main sources and their

works were followed based on the citation databases through the co -citation matrix and
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cross reference matrix (cited by). These three key sources are: the Aston Centre for
Servitization Research and Practice , which is directed by Tim Baines, and has been
addressing servitization since 2007. Secondly, The Cambridge Service Alliance, directed by
Andy Neely, also addressing servitization since 2007. Finally, The Service Research Centre,
University of St. Gallen Switzerland, directed by Heiko Gebauer, which has been studying
servitization since 2 004. These three are studying servitization extensively and deeply
focussing on optimizing service provision in manufacturing. The literature search within

these three groups covered all the subjects, years, and types of publications such as

journals, book s, working papers, conferences papers and PhD theses.

In the later stage, the topic led to a cross -disciplinary literature review whereby, articles

from different discipline were reviewed to identify relevant and new aspects of servitization

or services in gener al., The keywords were employed to gather articles from different data

bases using summon which is the search engine at the University of Huddersfield. Also,

Google scholar was used to ensure the widest possible cover of literature available. A bro ad
understanding of servitization and an initial framework were developed. Also, in order to

keep engaged and informed with up -to - date literature, Google alert was set to monitor any

new literature published related to servitization and the writer joined m any research groups
including LinkedIn. Generally, each article was reviewed, looking at the value added to the

preliminary framework. Articles with repeated information or with no added values were

excluded.

3.3.2 Conceptual framework

Today, knowledge i s interconnected and multifaceted (Easterby -Smith et al.,, 2012). In
order to qualitatively explore this complex knowledge, a conceptual framework , Which refers
to a plan linked to several concepts , is essential for studying a multidisciplinary

phenomenon , which is focussed on understanding rather than predicting (Jabareen, 2009).

$FFRUGLQJ WR &ROLFFKLD 6WUR]]L S 37KH /LWHUDWXUH
FRQWULEXWLRQ WR UHVHDUFK SURJUHVV ~ %DPIRUG DUJXHV LW 1
use the existing literature to develop a conceptual framework that identifies the potential

study variables and provides an abstract pre -conception about the findings. Voss & Godsell,

(2015) argue in operations management research a research framework should be

developed from the extant literature. Barratt et al.,, (2011) recommend conducting a

focussed qualitative case study in operations management to increase the level of rigour

and consistency.
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According to Maxwell, (2013), the research conceptual framework is either in a narrative or
graphic form that explains key factors, concepts, or variables of the research project.
Usually, in a qualitative research, this conceptual framework is mainly a bl ueprint or a
perception of the research topic. However, it is considered a vital starting point of research

projects by constructing a clear structure based on the features of the phenomenon

deduced from preceding studies (Bamford, 2008). The Research fram ework is vital for
several necessary functions. These include identifying the study scope; conceptualizing the
research; constructing the study foundation; select appropriate research questions and

research methodology; establish a reference point for data interpretation and discussion of
the findings; and finally, determine how the study will advance current knowledge (Merriam

& Simpson, 2000). Moreover, in management studies especially a case -based study, a
conceptual framework must be developed, and defi ned before entering the research field.
This framework is an essential element of effective, efficient, and high

2011,

-quality research

(Cepeda & Martin, 2005; Barratt et al., Voss & Godsell, 2015). The framework

informs and guides the research project tow ard the important aspects that need to be

examined through demonstration of theories, variables, previous results, systems,

expectations, models and activities that relate to the research phenomenon and research
project (Maxwell, 2013 ; Creswell, 2013b).
In order to examine the servitization strategy studied by different research groups (Baines

et al., 2009a), where the results are disjointed and fragmented (Lay et al., 2009), a

strategic management model, consisting of a strategic formulation, implementation, and
evaluation (f

igure 3 -5), has been addressed in this study as an umbrella to develop a

holistic conceptual framework of a servitization strategy decision.

Fig ure 3-5: Strategic management decision model adapted from (David, 2013)

Understanding Strategic Strategic Strategic
The Strategy Formulation Implementation Evaluation
Understanding that the | the strategy | Structuring the | Strategic
strategy is concerned with | development organisation to | assessment
identifying the impact , the | processes to | support the | through
expectations and the | support successful | strategic successful | comparing
influence of the strategy on | performance and | adoption . | expected results
an organisation’s strategic | establish long- | relocating of | with actual results
position, which also involves | term objectives resources and | and taking
the options for strategy in Managing corrective actions
terms of both direction and organizational
implementation methods change

The strategic management discipline has roots in all business areas (Harrington &

Ottenbacher, 2011). Accordingly, several abstract aspects of servitization were identified
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from the literature review and rearranged into a concept model proposition to create a more
comprehensive model. The specific arrangement of these aspects reflects the understanding

of the researcher on how the serv itization strategy is working. Still, within this conceptual
framework, the content of these themes and how these themes look like in real life is
unknown, and relies only on the collected data. Hence, this conceptual framework was used

to guide the resear ch process and to aid the collection and analysis of the empirical data.
Therefore, the selected reasoning approach allows for adding themes emerging from

empirical evidence.

3.3.3 Developing Case study

The purpose of a case study research is using empirical evidence s to contribut e to the
existing knowledge (Myers, 2013). Therefore, the case study could not be randomly
selected; its need to be purposefully selected (Voss et al., 2002; Seawright & Gerring,
2008 ; Silverman, 2013). Still, the designated ca se study should be accurately
representative of the research phenomenon (Silverman, 2013). According to Seawright &

Gerring, (2008), a representative case study should be typical of the research category and

able to produce insights, information and knowle dge related to the research topic.

3.3.3.1 Selecting Case Study
Barratt et al., (2011), argue the case is selected for theoretical or convenience reasons. The
theoretical selection approach is used to elect a case that has different settings and is
exp ected to produce different results. The convenience selection approach is used to select
a case study that is convenient to the researcher. However, literature provides little
guidance on case study selection criteria. The case selection process sometimes is
insufficient to answer questions such as: why was this case selected from the global

population of cases? Or what would this case contribute to knowledge compared with other

possible cases? In order to answer these questions to some extent, the study ad opted the
selection criteria from the work of (Seawright & Gerring, 2008; Barratt et al., 2011,
Silverman, 2013 ; Hyett, et al., 2014). The case study should be representative of a

particular topic, or particular discipline or field, based on contextual des cription. Also,

researcher familiarity of the case study, data availability, and data access are very
important. Moreover, Barratt et al., (2011) suggested the number of selected cases should
be between 4 and10 to obtain in -depth investigation, enhance ext ernal validity, and create

more robust results.
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This research is exploring the use of servitization in the Jordanian real estate development

sector. The typical representation, the availability of information, data access, and

familiarity were the main cr iteria when selecting these companies. The cases were selected
for theoretical and convenience reasons. In this study, the organizations that have been
investigated are real estate development companies. The selected cases are eight
companies that managing various projects in Jordan. These companies are working under

the umbrella of a h  uge holding company that the researcher has full access to and used to

work in. According to Bamford & Forrester, (2003) being a former employee at the selected

case study facilitates an open access to the top -level managements, with a full access to the

case study data and information.

The selected companies are addressing different market segments, in different geographical

locations and based on different visions and missions. These companies are described in

more details in chapter four. Those, compan ies who are managing projects were the main

focal point of this study. Each of these companies has its own separate legal entity and each

of these companies is working on a unique project. Each project is managed and

accomplished by a separate management t eam. The projects varied and covered residential

housing, resorts, public housing, industrial cities, and commercial properties. Each project

strives to serve a different segment of the marketplace. Each project provides different type

of services. Thehol GLQJ FRPSDQ\YfV UROH UHIHUUHG WR LQ WKH UHPDLQGH!L
is to support, control and provide budgets for their subsidiaries. This balance of centralized

and decentralized structure of decision making between the HC and its subsidiaries allow for

significant levels of understanding of the development of the service -provision decision both

at the HC level, which acts as a portfolio manager and its subsidiaries acting as project

operators. Additionally, this structure facilitated and promoted th H UHVHDUFKHUYV ZRUN\

terms of data gathering, collection, refining and validating.

3.3.3.2 Data Access
In order to gain data access, an introduction letter signed by the main supervisor written on
The University of Huddersfield headed paper was sent t o the HC. This letter was a starting
point to set -up formal arrangements for access to the companies. This letter introduced the
UHVHDUFKYY DLPV REMHFWLYHV WKH OHYHO RI DFFHVV UHTXLUHG
Accordingly, full access was guaranteed to organizational documents including confidential
ones. In addition, the HC assigned a contact person who was responsible for supporting and
IDFLOLWDWLQJ WKH UHVHDUFKHUfVY ZRUNV +RZHYHU WKH\ UHTXHVV

remained anonymous.
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3.3.3.3 Case Study Design and the Unit of Analysis
The case design is a plan for gathering data. It involves the selection of cases, variables,
data sources and the most appropriate unit of analysis (kervin, 1995). Scholars offer a
variety of complementary classif ications according to case study type (Starman, 2013). The
case study design defines the type of study. According to (Yin, 2013), the case study could
be designed as a single case study or multiple case studies. Moreover, there is a choice of
using an embe dded or a holistic case study design. This research adopted a multiple case

studies design. The se cases are the core of the inquiry

A single case study design focuses on studying a particular situation within extreme or
unique case based on a clear set o f propositions, whereas a multiple case study design is
studying several case studies. Still, multiple case studies design is more preferred over
singly case study design, for these offers roust analytical conclusions and increases external

validity ( Yin, 2013). Furthermore, a case study could be an intrinsic, instrumental or
collective case study. The intrinsic case is designed to explore a case context rather than a

theory or a concept, where the researcher is interested in studying the case itself or a
particular issue within the case study. The instrumental case study is designed to explore a

theory or a concept in a specific context, where the case study acts as a tool to facilitate the
understanding of something else. Finally, the collective case study is a research designed to

study several instrumental cases (Stake, 2005).

This research is to develop servitization theory in the real estate development industry. And

as such, is designed to generate theory from qualitative data. Realizing the importan ce of
the study context dimension, this research is based on a multiple case study approach. The

selected case studies are considered the instrumental case s used to study servitization in -
depth in the real estate development to develop a theory. The cases are the core of the

inquiry using multiple source of evidence

The case could represent an individual, a decision or a program (Yin, 2013). Accordingly,

the unit of analysis refers to the main level at which data is aggregated (Easterby -Smith et
al., 2012). The study unit of analysis refers to the main object to be analysed. Usually,
individuals, groups or organizations are the common units of analysis in business research.

Also, there are other units of analysis such as decision activities, and proce sses (Voss &
Godsell, 2015). Within relativist studies, research could consider different units of analysis

(Easterby -Smith et al., 2012) which should be determined at the beginning of the research

(Dolma, 2010). Nevertheless, the unit of analysis should b e linked to the research objective

and the role of theory. As the study could be designed to generate, test or extend a theory ,

135



this design should be mapped to the appropriate level of analysis (Voss & Godsell, 2015).
Business researchers generally use one or more unit of analysis options. Those options
include an individual person, events such as business problems, an object such as an
operations process, a body of individuals such as groups or organizations, a relationship

between two or more individuals and an aggregate unit of analysis (kervin, 1995)

This research is to develop servitization theory in the real estate development industry. And

as such, is designed to generate theory from qualitative data. Theory building is an
inductive approach, which develops gradually. The study therefore, is carried out based on
incremental data collection and analysis stages . Hence, the study involves more than one
unit of analysis. The main unit of analysis for this research is the cases, and how these
cases desig n the process of servitization that delivers a competitive advantage by finding
patterns in different real estate development companies. The secondary data research
focuses on analysing service activities that support gaining organizational competitive
advantage. The three rounds of Delphi focus on expert opinions, perceptions, knowledge

and expertise regarding offering services activities within the real estate development
industry . Ther efore, t his research tends to develop servitization theory of real estate
development industry by analyzing and aggregating the case studies offering service

activities and the opinion o f experts .

3.3.4 Data Collection & Data analysis

The iterative technique of data collection and analysis was used to achieve category

VDWXUDWLRQ 7KH SURFHVV FRQVLVWY RI PXOWLSOH VWHSV RI 3IRUW
data analysis. This is where data are collected then analysed synchronously. The procedure

then continues with more data gathering to find more information based on the result

JDLQHG LQ WKH SUHYLRXV VWHS RU VWHSY DQG VR IRUWK.XQ@QKWH O UHLC
SURFHVV RIBRBFNRUWK”™ DOORZHG WKH UHVHDUFK WR FRQGXFW D PRU
more in -depth and relevant data;, identify which aspects needed to be added to or made

more elaborate; and whether more participants should be considered. Figure (3 -6)

illustrates th e data collection and analysis process.

Figure 3-6:1 iterative data collection and data analysis
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The data collection process started from examining the case V W X G $eldovidary data.

3.3.4.1 Case Study Secondary Data
According to Hyett et al., (2014), collecting and analysing secondary data is a reasonable
starting point for any research project. It supplies background information and clarifies the
main context of the required primary data (Zikmund & Babin, 2012). Secondary data
produces large amounts of data used for exploring research questions and gaining a more
in-depth understanding of the research phenomenon (Smith, 2008). Also, it provides
historical insights of the research phenomenon (Zikmund & Babin, 2012). The secondary
data could be deduced from internal and external sources (Zikmund et al., 2012), and it
could be studied based on a cross -sectional or longitudinal design. The cross sectional
analysis involves data collected at a defined time. The longitudinal design involves repeated
observations of the same variables over a long -time period (Andersen et al., 2011).
Turunen & Neely, (2012) argue that a long -term focus is needed to understand the
evolution of servitization. Benedettini et al., (2015b) argue that examining secondary data

is helpful to understand service -offering activities.

The data analysis process was arranged based on longitudinal design, which involved
repeated observations of service provision activities from 2004 until 201 4. These data were
collected so that service -provision activities could be tracked and analysed. The study
divided the analysis of secondary data into two objectives, a broad focused search on the
EDFNJURXQG RI WKH FDVH VWXG\TV FRPSDQLWKN PRESXQGHWNVNWDQ®WL
actions and decisions towards the offering of services. In order to analyse these
documents, document analysis was conducted. The document analysis refers to the
systematic approach of selecting, reviewing and analysing differen t forms of written text
(Guest et al.,, 2013). Bowen, (2009) argue that document analysis is the main technique

used to analysis secondary data based on a purely qualitative approach to
generate meaningful data related to the research topic. Although the in creased awareness
of analysis of secondary data based on document analysis provides a sense of a very large

amount of data. Still, there is no standard practical application of the analysis process for

ZKLFK &UHVZHOOTYV E JHQHUDO D § §udlRabVE atR Wab edbpiedy Th
consists of three stages, namely, data organization, data reading and data interpreting and

reporting.

The secondary data involved internal and external documents. For instance, internal
documents included organizatio nal correspondence, minutes of meetings, and annual
reports. In addition, external documents such as government reports, business studies and
researches, newspapers, websites, and weblogs were also used. Table (3 -2) summarizes
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the type of documents used ba

analysing these specific documents.

sed on secondary data research and the logic behind

Table 3-2: Summary of document types, sources and expected outcomes based on
secondary data analysis.

Sources of N
# Type of document document Objectives
Board of Directors The HC & Service-offering decisions, activities
2. . —_— processes and outcomes at corporate
Meetings Subsidiaries : :
level and business unit level
. The HC & Service-offering plan.s, act|'~.f|t|e.s, and
5. | Business plans S processes at business unit  and
Subsidiaries :
operational level
. Offering services decisions, activities
Executive Management
4, S . The HC processes and outcomes at  the
Coordination Meeting . .
business unit level
Crganizational structure, project
6. | Annual reports The HC description and service elements in
projects and financial data.
9. Marketing brochures The HC Project marketing promotion activities
- Projects description services
Company Official o ! S
10, pany The HC description, and organizational
Website : :
services offering language.
7. | Official Prospectus The HC Professional Project description
Companies’ certificates . : o :
1. P . Ministry of Trade Companies official information
of registration
) ) Amrman Stock Important decisions, ewvents, and
8. Business Disclosure . i ) .
Exchange website actions related to offering services.
: : Private Investment | Expert external projects description
11. | Business Studies . : P iy proye P
Services Firms and competitive analysis
Projects’ news, advertisement and
12. | Newspaper Local news o
description
Social Metworkin : :
13, . g Internet Customer and public voice
Website
14. | Governmental reports e-Government ECDHDFI"III:; and  political - background
information
The analysis SURFHVV VWDUWHG ZLWK WKH FRPSDQLHVY issted WyLlthe FDWH R

Jordanian Ministry of Industry and Trade. The process identified the company registered

QDPH

FDSLWDO VKDUHKROGHU DQG WKH FRPSDQ\TV SXUSRVH VWDWH

government the document, statistics were reviewed to develop background information on

the political and economic environment of the country. The second step involved reviewing

WKH FDVH FRPSDQLHVY ERDUG RI

strategy and decisions that related to offering services

G L U H FSaUBsU iélfited b Hsei Q tI2ationl O HV

were reviewed. In order to focus on

servitization strategic decisions at the highest corporate level, The HC minutes of meeting

files

management
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reviewed the weekly management
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meetings . /LNHZLVH FRPSDQLHVY SURMHFWV DQG +& GLIIHUHQW GHSDUWP
also reviewed. In the next step , The HC's annual reports, and busi  ness disclosures were
reviewed. Usually, these documents are prepared in cooperation with third parties or at

least under a specific regulation and specific frameworks to provide transparent information.

The documents provide an external description of ser vice provision activities or at least give
insight into how the company present these activities to the public. The processes of
analysing the annual report started with finding answers to questions such as how the
organizational structure which regulates the relations between The HC and its subsidiaries
evolved. How The HC describes different projects and services within these projects? It also

asks whether the added services considered as the main competitive advantage of the
project or the project tangib le characteristic and the quality of raw material are the main

competitive advantage.

The business disclosures which are documents published by law to reveal critical information

about The HC or its subsidiaries were reviewed. The data analysis process r elied on finding

a disclosure related to services provision decisions or activities and how The HC describes

these decisions for investors and public. Furthermore, the organizational language, which is

a communication method for external and internal peopl e, was explored. It

reflects organization identity, organizational orientation and marketing strategy by which

the importance of service element could be inferred. In order to explore this language the

company, marketing brochures and company website were reviewed. These are considered

an effective marketing tool to inform both internal and external audiences. Also,

organizational attitude and language that emanates from the organizational executive

management and expressed in the phrases and words used to describe the organizational

project were inferred. Finally, in order to view how experts, investors, customers and the

SXEOLF YLHZHG WKH FRPSDQLHVY DFWLYLWLHYV H[WHUQDO LQYHVWPH
were issued by several people and several invest ment companies who studied The HC and

its project to provide the financial marketing investors with professional investment advice.

$OVR WR XQGHUVWDQG KRZ GLIIHUHQW H[WHUQDO SHRSOH YLHZHG \
brand name and project brand name wer e searched using Google to create a more balanced

description.

3.3.4.2 Pilot study
In accordance with the study conceptual model and outcome of the secondary data analysis,
the study developed a semi  -structured interview based on open -ended questions as a
primary data collection protocol. This protocol consisted of twenty -six questions a nd several

sub -questions. Generally, these questions were developed in a comprehensive manner to
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cover the main issue of servitization within a real estate development context. This protocol
was tested based on the pilot study.

According to Turner, (2010 ) the pilot study is an important critical success factor of
research projects, especially when using interviewing for data collection. The pilot study
could be a trial study or a pre -testing of research instruments, including questionnaires or
interview q uestions (van Teijlingen & Hundley, (2001). For which, the data collection
protocol had been piloted. In addition to the main supervisor, the interview questions were

sent to eleven professionals from different perspectives; four of them are strategic
mana gement lecturers based at the University of Huddersfield, two of them are CEOs at real
estate development companies, two are project managers who hold PMP certificates, one is
real

a CEO of pure services company, and finally, a strategic planner based in a estate

development company.

The main objective of the pilot study was geared towards a holistic data collection process,
i.e. are these questions covering all the issues of a servitization strategy in the real estate
development context. Indeed, they al | agreed the questions covered most issues. However,
they commented that they were too long, complex and sophisticated to be understood.
Also, they argued that some of the questions and several sub -questions would not generate
any rich or in

in table (3 -3).

-depth data. Th ese comments and the amendment actions were summarized

Table 3-3: The Pilot Study Outcome

Comments Amendment actions
The lack of awareness of servitization | An introduction was added with some examples
concept to create a level of awareness.

Questions are too long and too many,
the response rate will reduced, which
hinder in depth data generation.

The gquestions were reviewed and restructured
to be more focussed, and reduced by removing
some questions to the next round of data
collection

The  different level of  question
complexity could send the study off
track

The questions were refined to be more general
in the first round and more focussed in the
second round.

Respondents could have a problem with
understanding and answering guestions
only presented in English

The questions were translated and sent in two
languages i.e. Arabic and English

3.3.4.3 Primary Data

three

The primary data were collected based on rounds of Delphi via interview. The

interview refers to the process of asking questions and getting answers from the

participants based on different techniques and & Crabtree, 2006). An
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interview is a viable tool for gathering data related to a multifaceted topic. It is more
flexible and generates more in -depth data and detailed information (Onwuegbuzie et al.,
2010 ; Silverman, 2013).  Traditionally, there are three main formats of the interview: the

structured, the semi  -structured and the un  structured (Figure 3 -7).

Figure 3-7: Level of interview structure (Salmons, 2010 & 2012).

Questions with limited

Structured choice answers

Open-ended questions asked to all participants in the
same sequence

Same open-ended questions asked in same sequence,
with similar follow-up questions and probes

Same open-ended questions asked in same sequence,
but with varied follow-up questions and probes

Same open-ended questions asked in varied sequence
based on responses
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Interviewer has guide or plan; precise wording or
sequence not predetermined

Questions, sequence, and topics determined by both
interviewer and participant

Interviewer suggests broad themes; sequence and
topics determined by participant

Unstructured Conversation

A structured interview is similar to a questionnaire design and used to answer specific

questions with no variat LRQ SDUWLFXODUO\ 3ZKDW"~ W\SH TXHVWLRQV 7KH X

is more narrative and is designed to open discussion in a specific topic or concept (Eriksson

& Kovalainen, 2008; Turner, 2010; Salmons, 2012). The semi -structured interview is used
toans ZHU 3KRZ™ DQG 3ZK\ 3T XHVW L RsfricturéK diesigrHddnsists of open -ended
questions, which is more flexible. The semi -structured interview is considered the most
useful tool for exploratory research. It is more focused, flexible and allows the resea rcher to

FDSWXUH WKH UHVSRQGHQWVY SHUVSHFWLYHV DQG YLHZSRLQWYV
discussion (Eriksson & Kovalainen, 2008).

This study was carried out based on three rounds of online Delphi. In the first round, open -
ended questions wer e asked to all participants in the same sequence using email interviews.

In the second and third round s open -ended question were asked in same sequence but with

varied follow -up questions and probes. These questions were asked based on interactive

video co nversation interviews . Nevertheless, u sing advanced technology to conduct
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interviews is an emergent method (Salmons, 2012). In order to provide a clearer and more
transparent  description , Salmons (2012), developed the internet based -interview research
fram ework to offer a step -by-step e -mail interview or online interviews process for

generating the most suitable data. (Figure 3 -8)

Figure 3-8: The E -Interview Research Framework for understanding e-interview
research (Salmons, 2012).

This model proposes a multidimensional framework to assess e -interviews. According to
Salmons (2012) , when looking at a study based on data collected with internet -based
interviews, many questions need to be answere d such as those about why and how the
researcher made a choice to use information technologies to conduct the interviews. Are

research purpose, epistemologies, methodologies and methods clearly aligned? Is the

research intends to test an extant theory or g enerate a new theory? How were these
interviews carried out (a synchronous method where data exchange is conducted in real -
time or asynchronous where there is time lapse between sending questions and receiving

answers). Other questions include ethical cons ideration i.e. did the interviews proceed as
planned or were adjustments needed? How did the participants respond to the process and

the interview questions? What would another researcher need to know if choosing a similar

approach? What types of data were collected, and were the data adequate and appropriate

given the purpose of the study?

In order to provide a clear and more transparent data collection method, the study applied
the model of Salmons (2012) to raise the level of rigour and consistency of internet based

data collection.
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x 3.3.4.3.1 Delphiround one
7KLV VWDJH ZDV GHVLJQHG WR FROOHFW H[SORUDWRU\ LQIRUPDWLRQ

beliefs, feelings and experiences about servitization. The questions were developed for

simplicity based on generic and broad design, to collect perceptions of people from real

estate development engaged with service provision. This stage was carried out using email

interviews. Open -ended questions were asked to all participants in the same sequence

looking to collect data from a broad range of people at different organizational levels and

with different opinions and perspectives. Conducting an email interview was selected for

several reasons. The flexible nature using advanced technology was the main reason for
conducting the interviews via e -mail. Particularly, it was used to reach as many participants

as possible regardless of location. It was a convenient tool to provide access and meet
participants based on their availability and their busy work schedule. Also, it was a

convenient tool to cover participants who are geographically dispersed.

Participants were selected in collaboration with the case studies contact person. They were
selected to represent different types of companies, different types of pro jects, different
organizational level and different departments. None of those participants was excluded
because of lack of an email address, advanced technology device or internet access. Also,

the questions were designed in such a way that participants h ad freedom to express their
views without influence from the researchers. The questions were sent to participants via

email as planned with a time lapse between sending the question and receiving the
answers. This was to allow participants more time to ans wer the questions. In fact,
technology becomes a fundamental transactional medium. This email interview method was

driven by participants, who insisted on sending interview questions via email, which offered

them more flexibility to read and answer the int erview questions in their own time. In
addition, they can think through answers before submitting which produces more reflective

answers.

This round provided a rich description of service provision activities and supported eliciting

an insight into the s ervitization practices from a cross -section of experts. The collected data

allowed the researcher to construct an analysis and generate conclusions that achieved the

purpose of the first round and the study in gener al. In order to collect these rich data t he
non-SUHVHQFH RI WKH LOQWHUYLHZHU ZDV FRQVLGHUHG $FFRUGLQJO\ W
worded simply and clearly without ambiguity or vague terms. An introduction to the

interview and a descriptive title for each section were written. The questions were framed

with words that did not hold more than one meaning. The questions were ordered in a

logical sequence and were easy to complete. Finally, the follow up process was an essential

element to collect the data.
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This round involved  forty -two interviews based on seventeen open -ended questions that
were designed to solicit a broad range of responses (Appendix no .1).These questions were
designed based on the conceptual framework; the outcomes of the secondary data

research; and the pilot study. These questions were discussed, reviewed, and revised
several times with the main supervisor. Exploratory function, general understanding, and

acquiring common knowledge are the main objectives of these open -ended questions, by
which a broader view of a se rvitization strategy could be developed to clear the road for

more in -depth study. In order to address these exploratory objectives, seventy -three
participants were selected. Participants were selected in collaboration with the case study

contact. They wer e selected to represent different kinds of companies, different types of

projects, different organizational level and different departments. In particular, all of them

KDYH KDG H[SHULHQFH ZLWK 3DGGLQJ VHUYLFHV" DFWLYLWLHN WR VF
participants email addresses was obtained. Those people were contacted and they agreed to

participate in the research project. An introduction letter was sent to them explaining the

servitization concept, the research aim, objectives and process. The que stions were posed

tothem viae -mail.

Forty -two email -interviews were conducted as shown in figure (3 -10) below. Data were
collected between November 2013 and January 2014. Several follow -up phone callsand e -
mails were sent to the participants urging th em to answer the questions. In fact, one of the
interviews was conducted by telephone during the follow -up process. Generally, these open -

ended questions yielded a good amount of data.

Figure 3-9:E-mails sent and received for different HC organizational levels
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In this round, the data collected from different perspectives and based on different positions

of respondents, reflected different opinions towards providing additional services. At that
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point, a different level of data analysis could be applied. For instance, the data could be

analysed based on individual characteristics, or job specialty and work position. Also , the

data could be analysed at the strategic level. However, the initial data familia rity process
UHYHDOHG WKDW WKHUH DUH QR VSHFLILF WUHQGY RU WHQGHQFLH
profiles. Therefore, content analysis was used to objectively determine the inferences that

will lead the way to more in -depth investigation. The data analys is process was oriented to

provide an understanding of the overall perception of service provision and servitization

strategy.

The content analysis technique was chosen to identify the main cluster in the data. It was

selected for several reasons such as its ability to deal with large amounts of divergence

data. It is more flexible, more objective and more sensitive to the content than individuals
or groups, and allows a better build -up model or map for the next stage. According to Hsieh
& Shannon, (2005, p.1278), t  he qualitatve FRQWHQW DQDO\VLV GHILQHG DV 37KH
viewing, understanding and interpreting the text content ba sed on a structured categorizing
SURFHGXUH RI LGHQWLI\LQJ FRGHV SDhe/¥egdentig) Yealdi® Gf the IKdhiemt vV~
analysis process is about classifying texts and words into smaller categories and general

themes ( Elo & Kyngés, 2008). The content an alysis produces valid and replicable inferences
between data and context, with the purpose of demonstrating facts and generating

knowledge (Krippendorff, 1980). It allows researchers to extract objective content from

texts, to examine meanings, patterns, a nd themes within the text (Kondracki et al., 2002 ;
Elo & Kyngas, 2008).

Analysing qualitative data could be done based on an analysis framework or on themes

emerging from data (Mill et al., 2009; Saunders et. al., 2011 ; Yin, 2013). Elo & Kyngas,

(2008), separated deductive and inductive content analysis. The deductive analysis is

applied based on the data analysis framework to conduct more concentrated data analysis.

This framework consisted of a set of questions as an outline for the data analysis proces S
ZKHUHDV WKH UHVHDUFKHUYY UROH LV ILQGLQJ WKH EHVW DQVZHUV
collected data. Still, the process gave space for themes that could emerge from the data

set. According to  Elo & Kyngas, (2008) and Fereday & Muir -Cochrane, (2008) a f ramework

data analysis is an ideal data analysis technique to analyse qualitative data, allowing more

focussed data analysis and interpretation, still, this framework should allow space for

themes emerging from the data.

The step - by-step process of usin g content analysis was developed by Elo & Kyngés, (2008)

as shown in table (3  -4)
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Table 3-4: Phases of Conten Analysis ( Elo & Kyngéas, 2008)
Phase Description of the Process

Making sense of the data, selecting the unit of analysis (It could be a
Preparation Phase _ _
word, a theme or the whole interview).

This process includes open coding , creating categories and
Organizing Phase _
abstraction

Reporting Phase Reporting the analyzing process and the results

The content analysis consists of three phases: the preparation phase, organizing phase and
reporting phase. The preparation phase is the starting point. It contains several steps: first,

one must understand the data, obtain a sense of the whole data and generate general data
perception by reading the data several tim es. The organization phase starts with developing

a coding matrix for more focussed content data analysis. Next, structured data analysis is

applied based on identifying sub -category, generic  category and main category, where data
are coded according to th ese categories, and data from various codes are gathered,
reviewed and then re -categorized to form general and main themes. Still, items that did not

fit with the analysis framework could be identified to create new codes or categories.

Finally, the report ing phase consists of presenting the data, where data from different

themes are gathered to form the study findings ( Elo & Kyngas, 2008).

x 3.3.4.3.2 Delphi Second Round

This stage was designed to collect in -depth information about servitization. It was ca rried
out based on interactive video conversations to give a full range of visual and verbal

exchange. Each interview was conducted personally using advanced technology. Only one

interview was conducted via email. These online interviews are closely simila r to natural
face-to-face interviews. In this round, the open -ended questions were asked in the same
sequence, but with varied follow -up questions and probes. Conducting an online interview

was selected for several reasons. It has a flexible nature using a dvanced technology and is
free communication that provides an opportunity of video interviewing with people wherever

they are. It was used to reach participants regardless of location. It was a convenient tool

to provide access and meet participants based on their availability and their busy work

schedule. It was convenient to meet participants who are geographically dispersed as well.

This round was orientated more toward decision makers or individuals with influence on

decision -making . After the first r ound, all participants were thanked for their efforts and
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those fitting the above criteria were informed of the second round interviews. Several

emails were sent to invite potential respondents from the full profile of the first round. The

invitations expl ained the nature of this round and with their agreement, set an appointment

time and elected their preferred online communication application. None of the participants

was excluded because they did not have an advanced technology device, internet access or

interactive video conversation software. Different online telephony applications such as

Skype, Viber, Tango and Facebook Messenger were installed into the personal computer to

PHHW SDUWLFLSDQWVY SUHIHUHQFHV ,QW H U YVoideZrécafH ddHsdiiwbFeR UG HG X'V
The process of conducting these in -depth online interviews was similar to face - to-face
interviewing, which includes identifying the type of information needed, identifying the

potential sources of this information and developing an interview protocol. The preparation

process involved downloading the video call software; create an online identification name;

REWDLQ SDUWLFLSDQWVY RQODRARH DGKBQWDUWDMMISDOWVY LGHQWLILF
account; arrange a mutual data and time and ins tall pc -voice recording software to record

these interviews. In order to improve consistency and objectivity, the interview process was

similar to face - to-face interviewing methods. Instructions were read to each participant as

stated and the questions we re asked in the order from the interview protocol. The
SDUWLFLSDQWYV DQVZHUYV ZHUH FRQILUPHG ZLWK WKH SDUWLFLSDQW
was the main theme of these interviews, by which different perspectives, opinions,

expertise and initial findin ~ gs were discussed. This discussion mode generated a rich and

deeper level of information. These data allowed the researcher to construct an analysis and

generate conclusions that achieved the purpose of this round and the study in gener al.

The second round involved six main open -ended questions and one sub  -question that
formed the semi -structured interview (Appendix no.2). The Literature, conceptual
framework and previous findings were the guidance used to develop these focused
questions. The questions  were designed for individual discussion to gain further clarification
and to generate a more in  -depth understanding. The questions were designed to
reconstruct different events or decisions related to servitization, to elicit significant
information; to f ills in gaps of existing information; and to investigate the findings from
other sources in order to confirm these findings or reconstruct them accordingly. These
questions have been discussed, reviewed and revised several times with the main
supervisor. T his round collected data from 23 respondents, 15 of those respondents
answered the questions from the first round and eight of them did not. The respondents

were carefully selected as relative experts as having more knowledge and expertise than

the other p articipants (Appendix no.3) This round was oriented more toward decision

makers or individuals with influence over the decision making process as shown in figure (3 -
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8). This round includes some respondents who did not answer questions in the first round,

as the researcher believed that they will added more value as they are representing the

voice of customers. Generally, all of the group members have a good experience in the real

estate industry; all of them are experts in their relative fields. The group ¢ onsisted of:

decision makers, those responsible for decisions relating to directional strategy; strategic

planners, who participate in strategy formulation and guiding the implementation process.

The latter category has huge influence on service -offering s trategies in terms of type, time,

SODFH GHVLJQ «HWF 7KH ILQDO FDWHJRU\ ZDV GHFLVLRQ PDNHUV
management, functional management, or divisional managers whose roles have been

affected by a services provision strategy

Figure 3-10 5HVSRQGHQWV s 8d0dRdihgddHThe HC
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Twenty -three interviews were conducted between March 2013 and April 2014. The
questions were asked in both English and Arabic. The respondents had the choice to answer
these questions in their preferred language. The interview started by re -introducing the
research topic, the research objectives and the research process. It included findings from

other sources, and considered inconsistencies from different per spectives. Also, data
confidentiality and privacy were confirmed, and the respondents were informed that the

interview would be recorded. Also, they were informed when recording started and ended.

In order to analyse this more focused round, thematic dat a analysis was employed based on
Braun & Clarke, (2006) step -by-step guidance. According to Braun & Clarke , (2006) the
thematic analysis is the most used method for analysing qualitative data. Actually, most

analysis techniques are some form of thematic analysis, which is a method for identifying,

analysing, and reporting patterns within the data (Gibbs, 2007 ; Guestetal ., 2013).

Braun & Clarke, (2006) demonstrate the several advantages of thematic analysis. They say
it is a flexible data analysis method , based on integrating deductive and inductive data

analysis techniques, for which it is useful in exploratory studies. It is better to capturer
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SHRSOHfV H[SHULHQFHY DQG LQVLJKWY E\ LGHQWLI\LQJ WKH LPSOLFLW
into the data set. It is easier to learn and conduct. In addition, it has the ability to capture

the complexities of meaning and generate unexpected visions. It is more objective and

improves the quality -based findings by a systematic analysis and iteration process of

match ing, coding examination, recoding and refinements. Besides, thematic analysis works

with different sets of data types or sizes and with different types of research questions.

The step -by-step process of using thematic analysis was developed by Braun and Clarke,
(2006). As shown in  table (3-5) below

Table 3-5 : Phases of Thematic Analysis ( Braun & Clarke, 2006, p.87).

Phase Description of the process

Familiarising Familiars with all aspects of your data, transcribing the data, reading

yourself with and re-reading the data, generating an initial list of ideas.

your data:

Generating Coding interesting features of the data in a systematic fashion across

initial codes: the entire data set, collating data relevant to each code.

Searching for Collating codes into potential themes, gathering all data relevant to

themes: each potential theme.

Reviewing Checking if the themes work in relation to the coded extracts {Level 1)

themes: and the entire data set {Level 2}, generating a thematic ‘map’ of the
analysis.

Defining and On-going analysis to refine the specifics of each theme, and the

naming overall story the analysis tells, generating clear definitions and names

themes: for each theme.

Producing the The final opportunity for analysis. Selection of wivid, compelling

report: extract examples, final analysis of selected extracts, relating back of
the analysis to the research question and literature, producing a
scholarly report of the analysis.

It is a very popular process cited and used many times. Data familiarisation is the most

important step within the process and extensive data reading is the core process of this

step. Initial coding is the next step, where the researcher marks the important features
within the data related to the research questions and classifies these marked data into

different categories. Thereafter, the main themes are identified by identifying the core

categories and looking at the meaningful connections from amongst dif ferent themes. These
connections and core themes inspection are reviewed, where initial codes, patterns and core

themes are examined and revised to produce more refined themes, by which similar themes

could emerge within one theme or the theme could be exp anded into more focused themes.
Finally, selective themes are reflected based on developing a consistent story line that

describe the research central topic.
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x 3.3.4. 3.3 Delphi Third Round & Collective Findings

The final stage of data collection and analy sis was used particularly to develop a roadmap of
servitization strategy guiding the mobilization of a servitization strategy into a real estate
development context. Accordingly, d ifferent models were developed by restructuring the
FROOHFWLYH V\Vind@ndings @&bat\Arése from different resources. These models were
verified and validated with the case studies representatives and research participants based

on Delphi third round.

Delphi third round was designed as a verification and validation round concerned with
building the models right. The round was oriented to develop a mutual agreement about the
role of service provision and collecting more data regarding the organizations performance.

Accordingly , the se initial models, analytic categories, interpretations and conclusions were

tested with members of the case studies whom the data were originally obtained. The
developed models were sent to participants via email. This was followed by interactive video
conversations. Each i nterview was conducted personally using advanced technology. This

round was orientated more toward decision makers or individuals with influence on decision

making from different perspectives. Several emails were sent to invite potential respondents

from t he full profile of the second round. The invitations explained the nature of this round

and with their agreement, set an appointment time and elected their preferred online
communication application. The process of conducting this third round was similar t o the
procedures used in the second round. The third round allowed the researcher to redevelop

the models and generate final conclusions that achieved the purpose of this round and the

study in gener al. The third round involved eleven professionals from di  fferent perspectives
The group consisted of  executive managers , strategic planners, sales and marketing and
project managers. Based on this round, some of the developed models were modified and

others were rejected and neglected. In additional, the respon G H Q Wovhfinents were also

reflected in the data analysis process

7KLV VWDJH ZDV GHYHORSHG E\ UHVWUXFWXULQJ WKH FROOHFWLYH VW
from different resources. Therefore, t he template analysis method was used. According to

King, (2012) template analysis is another technique of thematic analysis that involves the

building of an analysis prototype based on themes identified by the research projects. It

organizes them in a meaningful way, i.e. hierarchically, to address a specific n eed. It is

considered the best way for managing large qualitative data to produce a more focused

understanding. The data analysis process starts by identifying and developing themes.

These themes are sifted and sorted to explore possible relationships and trends among

them ( Gibbs, 2007; King, 2012) . The analysis involves the building of a prototype based on
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themes that were identified previously, and meaningfully re -organised in a hierarchical way
to address a specific need (King, 2012).  This structured enabled the researcher to follow a

clear path in developing the strategic framework of a servitization strategy.

3.3.5 Section summary

The above section outlined the research process. The section shapes the empirical part of

the chapter, whereby, the proc ess of literature review, the case study selection and the data
collection and analysis methods are demonstrated. The section was developed based on the

ZRUN RI OD[ZHOOfV PRGHO DQGCBatrait @tL @HW2021)Wase study

framework. The next  section presents the research quality assessment.

3.4 Research evaluation

The research quality assessment refers to the process of maintaining scientific methods
when investigating research phenomena, acquiring knowledge, and developing a research
outc ome based on specific quality criteria (Tracy, 2010). Usually the emphasis in evaluating
social science research is bound around two broad elements; the research design and the

research outcomes (Silverman, 2013).

3.4.1 Research Design

The concern in res earch design is oriented toward the theoretical framework, the use of a

proper research methodology, justifiable procedures of selecting data sources, and data

collection and analysis methods (Silverman, 2013). This research was mainly designed to
achieve a methodological fit between the following: nature of the topic, previous work,

nature of the study, the philosophical stance, research strategy, research purpose, and the

expected outcome. T he research was designed based on the (Creswell, 2013a) design
approach and in alignment with the ( Barratt et al., 2011) framework. The selection of
particular research elements were scientifically rationalized, by which the data sources, the

collection methods and the analysing techniques were constant with the researc h design.
7KH\ ZHUH EDVHG RQ WKH OHYHO RI DFFHVVLELOLW\ DQG FRQGXFWHG
to increase research quality and improve the results. According to (Silverman, 2013), a

well -designed research enhances research outcomes and consequently e nhances research

quality.

3.4.2 Research Outcome
In business studies, the truthfulness of the research outcome is a vital element for decision

makers and academic scholars (Eriksson & Kovalainen, 2008). Four main assessment
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criteria of a successful quan titative research outcome are research objectivity, credibility,
validity and generalizability (Silverman, 2013). Likewise, similar criteria were developed
specifically to evaluate qualitative research outcomes and these were labelled research
credibility, transferability, dependability and confirmability (Shenton, 2004). These criteria

are described in table (3  -6) below.

Table 3-6: Assessment Criteria of Qualitative Research, adopted from the works of
(Shen ton, 2004 and Tracy, 2010).

Criteria Aspect of Meaning
CL?:S:{?Y Truth Value | Findings are capturing the reality of what has been examined
Confirmability ) o )
Objectivity MNeutrality | Decrease the researcher subjectivity and bias
Dependability Consistency Repeating the study in a similar situation will generate a
Reliability similar outcome

Transferability

Generalizability Applicability | The level of data general or universally applicable

3.4.2.1 Research Credibility
Research credibility refers to research internal validity and whether the research results
hold true values.  Research Credibility is an important criterion to establish trustworthiness
of qualitative research as different participants will have different opinions about what is
true in their perceptions (Lincoln & Guba, 1985; Creswell, 2013a). The credibility invo Ives
establishing that the results of qualitative research are credible or believable from the
perspective of the participant (Lincoln & Guba, 1985). The results are an accurate
interpretation of the participants meaning (Creswell, 2013a). There are severa | ways
available to establish the credibility of a qualitative research (Creswell, 2013a; Yin 2013).
For instance , Yin, (2013) highlighted the need of adopting a well -established research

method to increase research creditability.

This study is conducted as three rounds of online Delphi study among real estate

development experts. The Delphi method enabled the researcher to receive different

perspectives and develop consensus by using iterations and incremental process to collect

data. The iterative technique supports achieving category saturation. The process consists

RI PXOWLSOH VWHSV RI 3IRUWK DQG EDFN" GDWD JDWKHULQJ DQG GD\
are collected then analysed synchronously. The procedure then continues with more data

gathering to find more information based on the result gained in the previous step or steps

DQG VR IRUWK XQWLO UHDFKLQJ :FDWHJRU\ VDWXUDWLRQ ~ 7KH SURFI
the researcher to conduct a more focused study, collect more in-depth and relevant data,

identify which aspects needed to be added or be explained in more detail; and whether

more participants would be needed. Also, the post round data validation allows confirmation
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of the findings at different stages with organizat ional members and research participants
which increases findings credibility. The reality matrix supports linking the output of

different rounds and improves research credibility.

In addition, (Yin, 2013), suggests triangulation as an important method th at ensures
credibility in qualitative research. Accordingly, the study used different sources of evidence

based on multiple data collection and analysis methods. The researcher used multiple types

of data to support the interpretations and used evidence in the form of quotations. Also,
Yin, (2013) suggests that researchers develop a document that describes the accuracy of

their studies. Accordingly, the study provides a detailed research process of all the activities

that took place throughout the research.

Silverman, (2013) suggested a tape recording to support the data analysis and
interpretation process by which the conversation could be repeated several times to get a
comprehensive understating and evaluation of the data. This research used both email a nd
online interviews. The outcomes of email interviews are written answers, which facilitate a

reading of all answers; this reading is repeated several times until the data analysis process

was visualized. Then, each interview was downloaded using Microsof t excel 2010 to make
sure that every question had been read, understood and uploaded. In the second round an

interactive video conversation was used, all interviews were recorded, then, each interview

was transcribed into Microsoft Word 2010 after it had b een listened to several times.

Voss & Godsell, (2015) argue that developing a research framework from the literature
improves research internal validity. Besides, developing a conceptual framework deduced

from literature to guide the research process, da ta collection and data analysis improves the
study quality (Cepeda & Martin, 2005). The study developed a framework that guides the
research question and data collection process. This conceptual framework linked the
UHVHDUFKHUYVY REVHUYDW LR édVthaurBticaV Kiehs. Gy, COReSwell (2013a)
suggests several validation strategies such as multiple assessments that include peer
review, respondent validation and confirming the findings at different stages with research
participants. This study used several post round to confirm the study findings and used
peer review to validate the study findings. Also, a third round of Delphi was conducted for

data verification and validation.

3.4.2.2 Research Confirmability
Research confirmability refers to the process taken by researchers to ensure the research

results arose from systematic analyses not random tendencies. It also ensures research
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outcomes are free of bias. The confirmability is reflected in the objectivity of a qualitative

research. It is es tablished to ensure the research findings are the outcome of the
UHVSRQGHQWVY RSLQLRQV DQG H[SHULHQFHY DQG QRW WKH UHVHDUFK
(Shenton, 2004).

This research confirmability is established by providing a clear description of d ata collection

and analysis methods and a description of overall methodology employed in this study. The

study established a philosophical and methodological alignment and conducted based on a

systematic and logical rigorous enquiry to address research obj ectives. The study provides a

detailed research process of all activities that took place throughout the research. A

transparent procedure for conducting this study was developed and put in place to include a

consistent data analysis description. Additiona lly, inductive data analysis was conducted

EDVHG RQ ERWWRP XS DQDO\VLVY ZKLFK PLQLPLVHV WKH UHVHDUFKHU
several techniques were used to improve research objectivity. These included peer review,

participants validating findings, several analysis methods, several analysis stages and

TXRWHG HYLGHQFH I URP UHVHDUFK SDUWLFLSDQWVY DQG FRQILUPLQJ
with organizational members and research participants. Evidence from collected data was

used in the form of qu  otations.

3.4.2.3 Research Dependability
Research dependability corresponds to the reliability criterion applied in quantitative
research. It refers to the ability of other research to reach the same result in the same
situation by repeating the same res earch process in the same context (Creswell, 2013a).
Qualitative research reliability could be addressed in several ways . Silverman (2013)
suggests adapting suitable research methods that fit with the research problem; applying
scientific thinking througho ut the data collection and analysis; addressing practical and
theoretical contributions; and linking empirical results to the theoretical research proposition
enhances the overall qualitative research quality. Nevertheless, the justifications relating to
research design, reasons underpinning the choice of research strategy and methods, and
the data obtained should be outlined. These justifications can be referred to by other

researchers to understand the processes (Saunders et al.,, 2011).

Accordingly, in this research, the researcher provided the relevance of the selected research
design and justified the decisions and reasons behind the theoretical stance, the research
approach and research methods as well as the alignment between research methodology

and research method.
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Yin, (2013) argued that a detailed research process creates more robust research, and
increases research objectivity and dependability. Accordingly, the researcher provides a
detailed research process of all activities that took place t hroughout the research. These
activities were reported in details including a complete clarification of the study design and

its applications.

Form another perspective, Creswell , (2013a) emphasises the inter -coder agreement based
on use of multiple coder s to analyse transcript data, where different researchers agreed

upon codes and themes for text segments. This study used multiple assessment strategy

such as peer review to verify the identified themes. Also, the process of data transformation

from raw da ta to interpretation is demonstrated. Additionally, the use of advanced rules in

data collection such as the funnel technique in interviews increases data reliability (Voss et

al., 2002). This research used a funnel method. The process is used to design th e rounds of
Delphi and used to interview within each round. The process starts with comprehensive

questions and then narrowing them down to a specific object.

3.4.2.4 Research Transferability
Research dependability corresponds to the reliability criterio n applied in quantitative
research. It refers to the ability of research outcomes to be applied to similar broad
situations (Shenton, 2004 ; Tracy, 2010). There is likely to be a concern surrounding the
generalizability of findings from qualitative research . However, the question of
generalizability of qualitative research is related to the significance of this research to
theoretical propositions and the ability of the research to relate the findings to existing
theory and have a broader theoretical signifi cance than the case study (Saunders et al.,
2011) .

This research is developed to study the servitization in the context of real estate
development industry. The findings of this study therefore, will extend the aspects of
servitization strategy into a ne w context. The study aims to develop a conceptual model
support adopting servitization, which could then be applied to the real estate development

industry.
From other perspective, Yin, (2013) argues transferability could be improved by the number

of cases, number of participants and number of observations or interviews. Likewise, Voss &

Godsell, (2015) argue the use of several case studies improve external va lidity.

155



This research examines the servitization strategy in eight real estate development

companies. These companies manage various construction projects in Jordan. These

companies address different market segments, in different geographical distributions in

Jordan. Evidence and opinions have been collected from experts in the field using 76

interviews based on three rounds of Delphi. The participants were all involved in the process

RI VHUYLFH SURYLVLRQ 7KH UHVSRQGHQWVY SURILOHV LIQUESKAIGHG & (2

Investment,

engineering affa

Deputy CEO for Marketing and Sales

Affairs, Deputy CEO for operations and

irs, Deputy CFO for administration affairs , Chairman office manager, Sales

Director, Marketing Director, Subsidisers Managers, Projects Managers, Quality Assurance

Managers, and Budgeting, Treasury & KPIs Manager.

Moreover, the study applied the

Barratt

et al.,, (2011) framework (table 3

-7) which raises

the level of rigour and consistency of qualitative case studies research in operations

management.

Table 3-7: Operations Management Qualitative Case Studies
al., 2011).

(Barratt et

evaluation criteria

Aspect

Required Actions

Applied actions

Justification for
Case Research

The study provided an explicit
justification for case research

The exploratory nature of the study
was mentioned explicitly and several
times

Unit of Analysis

The study provided an explicit
statement of the unit of
analysis

The unit of analysis was identified and
mentioned explicitly

The study was designed from

The study was designed based on

Theory vs. . - S .

Phenuf‘nenun an existing theory or existing | both an existing theory and existing
literature literature

sampling The study provided an explicit | The study identified several reasons

Strategy justification for case selection | for selecting the cases

Mumber of cases

4-10 cases are
recommended

8 cases were selected

Data Triangulated

More than one source of data
is recommended

Data were collected from different
sources

Data analysis

Within and cross- cases
analysis is recommended

Data were analysed within and across
cases

3.4.3 Ethical considerations

Research ethical considerations are in place for several important issues when studying the

social sciences as the researcher has an obligation to protect the study participants.

As well

as the outcome trustworthy is also important to take into account ethical issues. Research

ethics are imperative in all types of research. Yet, the ethical challenges of qualitative

approaches are a more
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important consideration (Silverman,

2013). The qualitative



https://www.linkedin.com/vsearch/p?title=Deputy+CEO+-+Marketing+and+Sales&trk=prof-exp-title

researchers are considered to obtain more detailed information, and the ethical dilemma

emerges differently to quantitative forms. These include such considerations as researcher

action to assuring the required access and the potential effe FW RI D UHVHDUFKHUTTV EHK
and perceptions of the study participants (Orb et al., 2001).

Creswell, (2013a) argued that ethical issues should be considered during the whole process

of the research project. Ulin et al., (2012) suggested three ethical pr inciples to be taken
into consideration when conducting qualitative research in social science: autonomy,
beneficence and justice. The autonomy refers to the obligation to the respect of participants

by realizing that they have privileges in participating or not participating in the study. This
means that they should be informed of all the possible consequences of being participants.

7KH EHQHILFHQFHY UHIHU WR WKH UHVHDUFKHUTVY HWKLFDO DFWLRQV =
benefits of research outcomes. Finally, the justice is the concern about the balance of risk

and benefit among the research stakeholders (Ulin et al., 2012). Similarly, ensuring ethical
processes and meaningful research outcomes in conducting business studies are also vital
elements (R emenyi, 1998 ; Tracy, 2010). According to Tracy , (2010) the research quality
assessment criteria and research ethical considerations are interconnected. Several
recommendations have been made relating to research design, research process and data
collection . Remenyi, (1998) argues the assurance of fully informed consent is more
important in conducting business research. Also, data verification and the balance between
subjectivity and objectivity in the data analysis process are important to ensure research

integrity. Finally, the researcher has to maintain high confidentiality of the research results

and to ensure ethical use of these results.

Accordingly, several procedures were applied during the research process to ensure ethical

research. In order to re  quire permission from the companies and the people who will be

participating in the research, the case study companies were contacted by an introduction

letter on university of Huddersfield paper signed by the main supervisor. This introduction

letter explained the importance of the study topic, the reason behind the research, the

research process DQG WKH H[SHFWHG EHQHILWY $OVR WKH VWXG\Y{V SDUW
via email before conducting the first and second round. They were introduced to the study

subject and the research process and were given the choice of whether to pa rticipate or not.
)JXUWKHUPRUH WKH UHVHDUFKHU JXDUDQWHHY GDWD FRQILGHQWLDC
information and the participants, and assured them that identifiable information will not be

made available to anyone not directly involved in the study. The researcher considered the

objectivity and subjectivity through all the stages of this research, and neutralizes his own

personal biases and opinions as much as is possible. This is helped by the different use of,
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data sources, different data collectio n methods, and different analysis techniques. In
addition, the research accurately represents what was observed or what was told to the
researcher and by verifying the research findings continuously with case study

representatives and participants.

3.5 C hapter Summary & Conclusion

Usually, there is a constricted fit between research purpose, research methodology and
investigation methods (Creswell, 2013a and Silverman, 2013). In accordance with the title

of this research project, which consequently was r eflected in the main objectives, a
qualitative case study research design was adopted. The concepts of the Delphi concept

were applied to collect and analyse data to investigate the servitization strategy in a real
estate development context. This was to g ain an understanding of how the servitization
strategy should be designed, implemented and evaluated in the realty sector to create a
competitive advantage. According to the literature, servitization is poorly understood, and
remains a new and complex conc ept. Therefore, the primary reason behind the selected
research approach has mainly emerged from the literature and the exploratory nature of

this study as the first to study a servitization strategy in the real estate development sector

and developing cou ntries. This was prompted by the expected outcome of facilitating such a
strategy in that sector by examining and articulating the servitization process as discussed

earlier in the introduction chapter . The contributions from multiple disciplines in servit ization
and the interrelated, interdependent and overlapping of the process of business research
increased the business research complexity. This complexity oriented the researcher toward
adapting multi - perspective lenses to understand the business environ ment and situations.
The critical realism paradigm offered the researcher the required adaptability and flexibility

by acknowledging reality as the process of logical reasoning whilst accepting that at the

same time, different explanations could emerge fro m surrounding situations of the business
environment. The qualitative case study research strategy enabled the research to gain

more detailed investigation and in -depth examination of the research problem. Additionally,
the inductive research paradigms hel ped the researcher to move forward and backward
between the theoretical framework and empirical practices. Using these techniques, the
researcher was able to address the topic more efficiently. The Delphi concept supports
electing rich data that improves t he research outcome and enhances our understanding of
servitization and the practice of offering services practices. The incremental multiple stages

of data collection and data analysis were aligned with the research purpose, the researcher
philosophical s tance and the selected research methodology. Finally, different procedures

and tactics were applied to maintain research quality and ethical considerations. In the next

chapter, data collection, data analysis and the findings are presented.
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Chapter 4. Dat  a Analysis & Findings

4.1 Introduction

The previous chapter outlined the research methodology and discussed the research
approach adopted to achieve the objectives of this research project. A full research process
based on step -by-step activities was deve loped and presented. In this chapter, the results

of the data analysis are presented.

An in -depth investigation of the activities of servitization in the real estate development

industry is the main goal of this study, by which data collection, collation and analysis
processes were driven. In order to do this, the study was carried out based on incremental

multiple stages, which included Delphi techniques. This incremental multiple -stage design
helped the researcher to proceed with the study and prepared the way for a more in  -depth
study. The data collection involved secondary and primary data based on incremental data

collection and analysis approach. The data collection process started from examining the

FDVH VWXGLHVY VHFRQGDU\ GDWD ¢&¢oeceihaBdd on tiede YgundZ ibhsed

on principles of the Delphi method. The first round of Delphi involved data collection and

collation of 42 participants via email interviews. The second round involved data collection

from 23 participants via online interviews. The third round involved data collection from 11
participants via online interviews. Accordingly, this chapter was split into several sections;

VHFWLRQ SUHVHQWY WKH FDVH VWXGLHVY EDFNJURXQG G6HFWLRQ
secondary data analysis. Section 4.4 presents the outcome of secondary data analysis

section. 4.6 presents the results of Delphi round one. Section 4. 7 outlines the results of

Delphi round two. Section 4. 8 presents the results of the collective data analysis and Del phi

round three . Section 4. 9 outlines the findings consolidation. Finally, section 4.8 outlines the
chapter summary. Next , the case studies background is presented. Next is the background
of the case studies DQG FRPSDQLHVY VWUDWHILF DQDO\VLV LV SUHVHQWHG

&DVH 6WXGLHVY %DFNJURXQG
This section aims to present the case studies of eight real estate development companies.
These case studies provide a rich description of service provision activities within a broad
range of business models and projects types. These companies that have be en investigated
are real estate development companies. The case studies consist of eight companies
managing various projects, addressing different market segments, with different
geographical distributions and based on different visions and missions. Table (4-1) below
summarized the characteristics of the companies in the case study.
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Table 4-1:Thecase studies real estate development projects
Co. Project P'.-OJ?Ct Total Market Segment Location
mission Investment
A Andalucia Project Gated Suburb US$ 225 million | High income Amman City
g | RedSea Resort Private Resort US$ 60 million | High Class Agaba City
Project

C Al Gardens project Modern City US$ 30 million Middle income Zarga City

development
) Commercial - Business to )

D Ayla Park project Complex Uss$ 7 million Business Aqgaba City

E Al Jiza project New City US$ 60 million !'OW & middle Al Jiza area
development income

F Mansion hills Project Resort Town Uss$ 1.5 Billion | Tourism Aqgaba City

G | Al Maha Project Modern City US$ 20 million | koW & middle Zarqa City
development income

H | Al Mushatta project | Industrial City USS$ 150 million | BuSiness to Al Mushatta

business City

The broadly representative cases and data access are the main

specific organizations. Besides, these companies are well

reasons for choosing these

-known companies in Jordan, with

substantial experience in the business arena. These companies are working under the

umbrella of a large Holding Company that set out to be

one of the largest organizations in

the real estate development sector at regional level. Yet, each of these companies has its

own separate legal entity. Each of these companies is working on a unique project. Each

project is managed by a distinct operati

ons team. Each project strives to serve a different

segment. These projects varied across residential housing, private resorts, modern housing,

commercial buildings and industrial cities. Finally, each project offers different types of

services.

4.3 Seco ndary data

Analysis

A qualitative document analysis involves interpreting the data to give voice and meaning

around an assessment topic (Bryman &

Bell, 2015). The document analysis process looked

at pre -existing data produced by the study companies and external organizations. The

process was arranged based on longitudinal design, which involved repeated observations of

service provision activities

from 2004 until 2014. These data were collected so that service

provision activities could be tracked and analysed. The study divided the analysis of

secondary data into two objectives, a broad focused search on the background of the case

VWXG\
WRZDUGYV VHUYLFH SURYLVLRQ

FRPSDQQEBVXKQGHUVWDQGLQJ WKH FRPSDQLHVY SDUWLFXODU
7R GR WKLV &UHVZHOO(TfV

qualitative data was adopted. This consists of three stages; data organization; data
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interpretation a nd reporting. The process of analysis involves organizing the data,
conducting a preliminary read through, coding and organizing themes discovered within the

data and interpreting these themes (Creswell, 2013b).

4.3.1 Data organization

In this study , the UHVHDUFKHU ZDV DOORZHG DFFHVV WR FRPSDQLHVY DUFKI
H[DPLQH PDWHULDOV RQ FRPSDQLHVY VWUDWHJILHVY &RPSDQLHVY DUFF
the data -base. The emphasis was placed on documents that contain specific information

relating  primarily to servitization issues. These documents relating to companies

development and service provision were collected. They included internal and external

sources (see Table (3 -2)/ Ch.3. p27). The internal documents were reclassified into seven

subcat egories (Contract and Agreement, Annual report, company profile, coordination

meeting, feasibility study, HR and working papers). Likewise, the external documents were

reclassified into three subcategories (Business studies, Newspaper reports and Official

documents). Accordingly, each document was coded. This code included letters and serial

numbers where (In) refers to an internal document, and (Ex) refers to an external one. The

next two letters refer to the document subcategory, for example, (Ag) refers to the contract

and agreement folder, whereas (Ar) refers to the annual report. The number refers to the

order of this document within the same subcategory. Tables (4 -2) and (4 -3) below
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Table 4-2: Internal Do FXPHQWVI FRGH DQG GHVFULSW

Code Category Date Document Description

In-Agl 2004 Project B engineering services agreement

In-Ag2 2009 Project E development agreement

In-Ag3 2004 Project A engineering services agreement
A contract to install wooden pergolas in project B, under

In-Ag4 Contracts & 2011 the supervision of the project team

In-Ag5 Agreements 2008 Eng!neer!ng services agrgement for additional design and
engineering works in project A.
Strategic coalition agreement to develop a beach club

In-Ag6 2007 | that served project B's customers and other similar
projects in the same area.

In-Arl 2006

In-Ar2 2007 Comprehensive reports on  the company's  activities

In-Ar3 Annual 2008 throughout the years 2005, 20058, 2007, 2008, 20(_]9,

In-Ard Report 2009 2010 a_r'u::l 2011. They are devel_up:_ad to pruvu_:le

In-Ar5 2010 information about the companies ' activities and financial

In-Aré 2011 performance.

In-Ar7 2012

In-Pp1l 2012 Project C marketing brochure and promotion Plan

In-Pp2 2004 Project C profile

In-Pp3 2011 Project H profile and presentation

In-Pp4 2011 Corporate & Projects Overview

In-Pp5 2007 | Introducing Project F to potential investors

In-Pp6 . 2004 Intruducmg project A to governmental institutions and to

Project the proprietor for approval

In-Pp7 profile 2009 Introducing different projects to potential investors

In-Pp8 2009 Different projects profile

In-Pp9 2011 Project B profile

In-Pp10 2011 Project B investment proposal

In-Pp11 2011 Corporate & project B detailed overview

In-Ppl2 2010 Corporate & projects owverview

In-Pp13 2010 Project idea demonstrated to potential investors

In-Ppi14 2004 Project C profile and idea demonstration

In-Pp15 2004 Ercject A profile and idea demonstration to potential
Investors

In-Ppl6 2007 | The HC profile

In-Pp17 2009 Project D profile
Introducing project E to a government institution

In-Pp18 2006 responsible for developing such a project in Jordan where
this institution was the owner of the project land
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In-Cm1 2009 Periodic  coordination meetings of the executive
In-Cm2 N 2009 management, the companies’ managers, and the
Coordination . s . X ;
In-Cm3 meetings 2009 projects’ managers to review projects’ progress, work
In-Crméa 2010 activities and problem solving including customers
issues.
A booklet referring to the processes, mechanisms, and
Corporate . . . . .,
relations directing and controlling the corporation’s
In-Cg1l Governance 2008 L > . . . I
booklet activities and _demsmns_. It |der'|1_:|f|es the resppn5|b|llt|es
and rights of different individuals in the corporation
In-Fs1 Feasibilit 2004 | Project D feasibility study
In-Fs2 stud Y 2007 | Project H idea introduction and feasibility study
In-Fs3 Y 2008 | Project E idea introduction and feasibility study
In-Hrl 2008 Recruitment announcement
In-Hr2 HR. 2008 | Employee induction booklet
In-Hr3 2004 [ A report showing the number of required staff
In-Wp1 2000 A summary of contracts, introduced at The HC BOD
meeting.
In-Wp2 2010 Project C proposed mgrketing campaign, introduced at
the company BOD meeting.
: Work-in progress and initiatives, introduced at The HC
In-Wp3 ';‘.n'crkmg 2008 BOD meeting.
apers Project A detailed work-in progress introduced at The HC
In-Wp4 introduced 2008 ] . prog
into diff " BOD meeting.
n 0, irreren An  executive summary of one of the customer’s
In-Wp5 BOD's 2008 . . .
meetings reguirement introduced at the company A BOD meeting.
In-Wp6 2008 [ Mew organizational structure and marketing plan
Executive summar of internal engineering service
In-Wp7 2010 Y 9 9
agreement for project B
In-Wp8 2000 Additiunal work pl.arj for projects A, B and E to be
provided by a subsidiary company
An informational website provides information about the HC activities and their
The HC . . .
Website | Projects. The company has two website; http://taameer.jo/home/ and
http://69.89.31.123/~taameer]/inde x.php?option=corm frontpagefitemid=1
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Table 4-3

(IWHUQDO GRFXPHQWVYTY FRGHY DQG GHVFULSWLRQ

Code Category Date Document Description
Ex-Brl 2007 A business report conducted by an external business
firm
Ex-Bro 2008 A buair_wesa report describing the Jord._anian real estate
sector in general as well as The HC projects
Ex-Br3 BuSiness 2009 Inw.astmen.t proposal was conducted . b'g,l'. an external
reports issued bus!ness firm to _I:ue presented to potential investors
Ex-Brd by private | 2010 Prcje;t G experience report cundgctgd by an external
investment appraiser to be presented to potential investors
companies The .HC pmspect.us (a furmal document prpwdes ;everal
Ex-BrS 2005 details to establish a puLqu: company. It is requ!red I_:l'g,r
the stock exchange and issued by an external financial
firm.
Ex-Bré 2009 | Jordanian building sector market analysis/ HVS
Ex-Mp1l 2008 | Mews report about project F
Ex-MpZ2 2006 | Mews report about project G
Ex-Mp3 Newspapers 2006 Mews report describing project G
Ex-MNp4 2008 | Mews report describing project F
Ex-Mp5 2008 | Mews report describing project H
Ex-Mpi 2008 | Mews report describes a partnership agreement to
supply project A with central gas technology.
Ex-Mp7 2008 | Mews report describing a partnership agreement to
supply project A with smart city technology.
Ex-Np8 2007 | Mews report regarding installing of a new sales system
Ex-Mp9 2008 | Mews report regarding the features of project E
Ex-0d1 2008 | Company C registration certificate
Ex-0d2 2008 | Registration certificate of a subsidiary company that
Official supports serwvices provision
Ex-0d3 documents 2013 Company A registration certificate
Ex-Od4 2014 | Company E registration certificate
Ex-0d5 2010 | Company F registration certificate
Ex-0Odb 2010 | Registration certificates of a subsidiary company
supporting real estate development investment
Ex-0d7 2013 | HC registration certificate
Ex-0d8 2013 | Company B registration certificate

4.3.2 Data Interpretation

After the organization of the secondary data, the analysis continued with the researche

getting a sense of the whole database. Specific types of information relating to service

provision and servitization strategy were collected. In this stage, initial codes were produced

by identifying interesting aspects in the data set. These interesting aspects were marked

and offloaded in tables using Microsoft Word 2010. Here, initial codes were developed and

interpretation was provided. For instance, the data analysis process sought to identify the

W\SHV RI VHUYLFHV RIIHUHG E\ WK HtsFTh¥ Hatd/ &ia{ySi pracgssSrevRWeH F

several internal and external documents that describe the case studies projects. The initial

codes were marked and interpreted as in table (4 -4) below.
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Table 4-4: Document Analysis Sample

Document Raw data Initial codes Interpolation
Al andalucia spreads over a plot of land that Gated
is 800,000 sgm in size. It is located 15 km : ated
away from the 7th circle towards Queen Alia Gated Community Community
International Airport and is the first "Gated .
Community” project  in Jordan. The 10 varying Mass
compound consists of around 588 villas architectural customization
constructed according to 10 wvarying designs.
Company & | architectural designs. The villas range from : :
WEESit; 312 to 661 sgm in size. The total built-up f;lélinlit?éssupfgi?getgiY Facilities
2014 area takes 17% of the total project the Andalucia management
area. Those who choose Al Andalucia to be
their home will also enjoy the facilities
provided by the Andalucia health club, health club,
shopping centres, restaurants, coffee shops | shopping centres, | Entertainment
and parks. They will also enjoy indoor and | restaurants, coffee services
outdoor swimming pools, a clinic and much shops and parks
rnare.
The company will be working in conformance , Gated
to a stral:::egif running thrc:gugh 2012 which Gated Communities Communities
outlines  the introduction of Gated . Industrial
Communities, Industrial Parks, Commercial Industrial Parks Parks
EX-Brl, 2007 | ranters and Mega Malls. The strategy also . Commercial
Abusiness | gonicts 3 comprehensive expansion plan Cormnmercial and and Mega
report where Taameer will be offering mortgage | M&93 Malls Centres | s centres
conducted by loans, insurance and financing, and property Mortgage
an external | 3n3gement services. On the product level, Mortgage loans loans
business firm industries  will include wood, pre-cast Insurance and Insurance
concrete, iron and UPVC, financing and financing
Property Property
management management
The company will Build a Secured Residential A Secured Gated
Area with flexibility and availability of Residential Area Communities
producing different designs based on buyers with flexibility and
wishes and needs, with the required facilities availability of Customized
including a Club of 7,000 sgm including | producing different Design
I?rggi?jaui?nn; reception, saloons, tennis, wvolleyball and designs
. basketball courts, health club, cinema, kids’ required facilities .
project A to games area and swimming. The company will ingmding Club of Entertainment
governmental build 3 different designs of each villa type 7,000 sgm Services
Institutions fully decorated and furnished for marketing build 2 different
for approval | o\ oses. The company will help clients with designs of each rnock-up
and potential finance to buy the villas through a mortgage villas types fully models
INVestors | agreement with a group of banks. decorated and designs
furnished
finance buying Finance
Finance service
Mortgage Mortgage

Data were analysed to determine general codes, these general codes were sorted and
organized, whereby themes were identified. For instance , Gated Community and A secured
residential area were aggregated into Gated Community services. During the analysis,
several words and phrases used to describe the offered service were developed. These
services were linked onto the extant literature and cat egorized furthermore based on pre

existing basic services, advanced services and system solution services.
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4.3.3 Data Reporting

,Q WKH ILQDO VWDJH ILQGLQJY ZHUH UHYLHZHG DQG YDOLGDWHG ZLW
These findings are reported consi dering the purpose of data analysis and presented under

the main theme using appropriate exact quotes from data sources to illustrate those

findings. Additionally, different figures and tables were used to present these findings.

4.4 The Outcome of Secondary Data A  nalysis

7KH SXUSRVH RI GRFXPHQW DQDO\VLV LV WZRIROG W EHJLQV ZLWK
analysis. The second part focuses on servitization strategy and service provision in the case

studies, to gaining understanding of how the strateg ies emerged and how services were

selected and operated in different projects. By which, the primary data collection will be

more specific and more informed.

4.4.1 Case Study Companies Strategic Analysis

7KH DQDO\VLV UHYLHZHG WKH FRP SrhQiarHMdjedt testipiohsland ma@dtR

positions. The data have been obtained from internal and external sources. Internally, data

ZDV H[WUDFWHG IURP WKH FRPMBPRWMYISURILOHY DQG 7KH +& ZHEVLW
data was obtained from the companie Vg UHJLVWUDWLRQ FHUWLILFDWHYVY QHZVSD

business reports.

4.2.1.1 Company A. (Andalucia Project)
A limited liability company was established in 2004. The company manages the
development of the first project of its kind in Jordan, which intro duces the concept of gated
communities. This project comprises of 588 villas inside a closed residential suburb, with 10
different architectural designs and support facilities. The project is targeting the high -
income segment of the country. The total buil t-up area is estimated to be 280,000 Sgm.
The total investment is expected to reach 225 million US$. The project was designed to

provide customers with safer private residences.

4.2.1.2 Company B. (Red Sea Resort Project)
A limited liability company was established in 2003. The company manages the
development of an integrated residential resort. This project consists of 260 Villas with
seven different designs. The project includes a health club, gymnasium, swimming pool and
other entertainment facilities that were added to the project based on being a fully closed
and private resort. The total built -up area is 67,705 Sgm. The total investment is expected
to reach 60 million US$. Through developing a private high -class resort, the project is

targeting custo mers who are looking for luxury.
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4.2.1.3 Company C. (Al Gardens project)
A limited liability company was established in 2003. The company manages the
development of a housing area as part of the development of a modern city project by a
government insti  tution. The project contains 253 semi -detached villas with seven different
designs. The project targets a middle -income audience. The total built -up area is 60,198
Sgm. The total investment is expected to reach 30 million US$. Moving the inhabitants from
the old Zarqga City, by offering new modern houses in a new city location with the ability of
selecting the house type and location from different designs and different locations was the

main idea of the project.

4.2.1.4 Company D. (Ayla Park project)
A limited liability company was established in 2003. This company was responsible to
develop a comprehensive commercial centre in Agaba city. This project was developed
based on a long -term partnership agreement with a government institution. The project
consi sts of two towers as office buildings; each building consists of five floors encompassing
different office types and sizes. In addition, the project has four buildings based on a one -
storage design that encompass different sizes and types of shops. These s ix buildings are
spread over 22,000 Sgm of land. The total investment in the project was US$ 7 million. This
was a business -to-business project, where the market segment is businesses interested in

investing in Agaba city centre based on an annual lease ag reement.

4.2.1.5 Company E. (Al Jiza project)
A limited liability company was established in 2006. The company is responsible for
managing the development of housing units that spread over 3,000,000 Sgm. The project
offers more than 15000 units. These un its are divided based on several buildings consisting
of more than 14000 apartments from 80 to 180 Sgm and with 6 different designs. There are
also 824 detached houses and 800 commercial offices and industrial workshops, plus
different entertainment and pu blic facilities. The total estimated investment was US$ 60
million. The idea of the project was to develop a full modern city offering different designs

and with lower costs to provide decent housing for those on low and middle -incomes.

4.2.1.6 Company F. (Mansion Hills Project)
A limited liability company was established in 2007. The company is responsible for
managing and developing a full tourist town in Agaba based on a joint venture agreement.
The project is designed to be built on a 200000 Sgm plot of land and with an expected total
investment of US$ 1.5 Billion. The Mansion Hills Project is a high -end mixed use project to
provide a tourist city with residential and commercial facilities. The project encompasses
multi -purpose tourist accommodation a nd facilities such as Vvillas, chalets, hotels,
UHVWDXUDQWY VKRSV ODUJH VKRSSLQJ PDOOV SDUNV ZDWHU VSRUW
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4.2.1.7 Company G. (Al Maha Project)
A limited liability company was established in 2006. This company was developed as a
strategic coalition between three real estate development companies based on equal shares.
Still, The HC has the leadership and strategic roles within this project. This company was
responsible for managing the development of a residential area similar to project C but with
PRUH VXSSRUW IDFLOLWLHYVY VXFK DV D FHQWUDO PDOO SDUNV SOD\ |
Similarly, this project was part of developing a new, modern city in Zarga, which is

managed by a government institution.

4.2.1.8 Company H. (Al Mushatta project)
A joint venture agreement with The HC was signed in 2009 to develop one of the largest
industrial cities in Jordan with the state - of- the- art infrastructure using world class
standards. The city comprises more than 4 million Sgm. fully served with industrial

infrastructure to comply with the international industrial zone standards. The city consists of

plots sorted and ready for sale. It contains the supportive facilities for various industries

such as banks, shops and government departm ents. The project is being created as an

RXWFRPH RI -RUGDQYV SURPLVLQJ LQYHVWPHQW HQYLURQPHQW $FFR
HC is responsible for the project development process that goes from project marketing,

selling, designing, building and maintain ing support facilities.

4.2.1.9 The Holding Company (HC)
The holding company, referred to in this study as HC, is a well -known Jordanian company
that focuses on diversified real estate activities in Jordan and sets out to be one of the
largest organizatio ns in the real estate development sector at regional level. It is a publicly
guoted company established in Amman, Jordan in 2005 with registered and paid up capital
of US$ 300 million. It emerged from a strategic alliance between the first four mentioned
projects. The total investments of the HC exceed US$ 1,253 billion. The HC aims to operate
in the region with its headquarters in Jordan based on an integrated model through a group
of wholly owned companies. These specialize in various areas of real estate development.
The HC has a long list of subsidiaries that works within the value chain of real estate
development (figure 4 -1). This model enables the HC to better control cost, quality, and

time; and to maximize the benefits from economies of scale.
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Figure 4-1:The HC & its subsidiaries (Adapted from In -Ar2 p18)

The Holding Company
v
Services Supporting Companies Companies managing projects
providers co.

Real Property Concrete | U-PVC Wood Electrom- | Project | Constructi Co. | Co. | Co. | Co. |Co. | Co. | Co. | Co. | Comp

estateinv. | Manag. Manuf. Fab. | Fabrication | echanical | Manag. | onCo. H|{G|F|E|D|C|B]|A any

Label

100% 100% 100% | 100% 100% 51% 100% 100% 50 | 33. | 100100 | 100 | 100 | 100|100 | Owner

% | % | % | % | % | % | % | % |ship%

The functional structure is used in The HC and the subsidiaries as shown in figure (4 -2). The
tasks and roles are grouped based on specializa tion and the staff are grouped hierarchically

on departmentalization. They report to one person who manages the function or the

department.

Figure 4-2 7KH +&YV RUJDQL]DWLRQDO VWUXFWXUH ftaWwD -Ogl)iH BGDSWH (
Ar2 (p16) and In -Ar4 (p10).

Chairman

Board of directors
‘ Executive committee ‘_ _
‘ Corporate governance and judicious management ‘- —
‘ Hiring and rewarding committee ‘_ .
‘ Financial auditing and controlling committee ‘ ——
| Secretary of the Board of Directors }—

External Auditor Internal Auditor Board of Directors Board of Directors
investment consultant legal advisor
‘ CEO
Deputy for Deputy for Engineering Deputy for Financial and Deputy for Marketing Director of Legal
Industrial Affairs and Project Affairs Administration Affairs and Sales Affairs Affairs
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Each project was accomplished by a separate management team, as shown in figure (4

below.

Figure 4-3: Cross sectional of The HC organizational structure. D

-3)

ata were adapted

fromIn -Hr2 (p24) and In -Ar6 (p22).
CEO
Deputy for Financial and
Administration Affairs
- Planning Financial Shareholders Business Admin Logistic HR T
Director of | Development
Legal Affairs
Constraction Deputy For_Engmegrlng and
Project Affairs
Management
Project —| Project F Project E Project D Project C Project B Project A
Management
Property Deputy for Markgtmg and
—1 Sales Affairs
Management
ProectG """" ME: ‘aeser Marketing Customer Public
] 9 Manager relationship relationship
Deputy for Industrial Affairs
Concrete U-PVC Wood
Manufacture Fabrication Fabrication

The functional structure is the common structure used in the subsidiaries as shown in figure

(4-4) below, by which the project team, project performance responsibility and project

communication chann els are well identified.

4-4 6XEVLGLDU\
-Ar7 (p23) and In

Figure

from In -Hr2 (p24).

General

Manager

Legal
Consultant

Secretary

Financial and
Administrative
Affairs

Sales and
Marketing

Business
Development

Engineering
Affairs
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4.4.2 Offering Services within the Case Study Companies

7KH GDWD DQDO\VLV SURFHVV DQDO\VHG 3*RIIHULQJ VHUYLFHV" DFWL
GHFLVLRQ RI VHUYLFH SURYLVLRQ WRRN SODFH LQ WKH FDVH VWXG\TV
a longitudinal analysis that covered data from 2004 -2014, dealing with the g  rowth of the

projects and offering services over the years. Accordingly, seven themes emerged from

analysing these data: the servitization strategic -decision making process; the entry mode;

the services approaches; the services design and development appro aches; the facility

arrangement, the pricing policy and the cost of offering services.

4.2.2.1 Servitization Strategic - decision Process
The data analysis process was undertaken to understand how the companies' decisions were
made to offer services integ rated to the product. The data identified that services integrated
to the project were mentioned as differentiation features. These were undoubtedly seen as
a vital element of the project market proposition. The analysis process started from
FR P S D Q L H MtfatidriHcértificates to find out whether providing service clauses was added
into the company memorandum of association. The data analysis showed that service
provision is mentioned clearly. For instance, the Ex - CC1 document stated in the clause of
memo UDQGXP RI DVVRFLDWLRQ 37KH &RPSDQ\ KDV WKH ULJKW WR RIIF
VHUYLFHY OHDVLQJ FRQVXOWLQJ DQG DGYLVLQJ VHUYLFHV =~ 7KHUHD
looked at how the service element was viewed from internal and external perspectives. The
DQEQDO\VLVY SURFHVV UHYLHZHG WKH FRPSDQLHVY DQG WKH SURMHFWYV
companies described their projects and the service element within these projects. For
instance, document In  -38S S GHVFULEHG WKH SURMHFW $ DVenedDWHG D
UHVLGHQWLDO &RPPXQLW\ ~ $OVR IURP HIWHUQDO SHUVSHFWLYHV VH
component of the projects. For example, document EXx -Brl, p5, described the projects
EDVHG RQ WKH PDLQ VHUYLFHV RITHUHG XQGHU WKH\od wsldiRgMiH FW YV 37K
conformity to a strategy running from 2012 which outlines the introduction of Gated
Communities, Industrial Parks, Commercial Centres and Mega Malls. The strategy also
depicts a comprehensive expansion plan where the company will be offering mortgage
ORDQV LQVXUDQFH DQG ILQDQFLQJ DQG SURSHUW\ PDQDJHPHQW VHUY

1IH[W ORRNLQJ DW WKH H[SHFWHG FRQWULEXWLRQ RI VHUYLFH SURYLY\
projects feasibility studies were reviewed. The data showed that offering more serv ices was

considered an important competitive edge and an essential for unit sales. For instance In -

)V S VSHFLILHG WKDW WKLY SURMHFW + LV 37R DFKLHYH OHDGHL
through providing advanced infrastructure and services that mimic the international
VSHFLILFDWLRQV DQG UHTXLUHPHQWYV 11
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In addition, the data analysis process focused on the development of the ideas of offered

services, and how more services and advanced services were offered. Data indicates that

the added services we re proposed by the executive management to solve or avoid potential

problems and to create viable projects. For instance, document In -Wp4 presented several

advanced services that essentially are needed to add to project (A). These services

significantly in TOXHQFHG FXVWRPHUVY SXUFKDVLQJ GHFLVLRQV 7KH\ LQF
water stations, entertainment IDFLOLWLHV « HWF

Finally, the data analysis process was orientated to identify the external and internal factors

that were incorporated into the servi ce provision decision -making process and the
HYDOXDWLRQ RI WKH SUREDEOH HIIHFWV RI WKHVH IDFWRUV RQ WKH I
GLG QRW SURGXFH DQ\ GRFXPHQWYV VWDWLQJ WKDW WKH FDVH VWXG
studies, market audits or environmen t analyses conducted especially for the decision to

provide service. The feasibility studies that had been done were studying the project and

the offered services as part of the project. For instance, document In -Fs2 studied several

external factors such a s the Jordanian economy, law and regulations, the current industrial

city in Jordan, the market size and competition. All these elements were studied with regard

to the investment in industrial cities.

Finding number 1 . Data designated that services were considered a complementary

HOHPHQW RI WKH SURMHFWVY PDUNHW SURSRVLWLRQ 7KH MRXUQH\ ZL
LQLWLDOO\ LQ D SURMHFWVY GHVLJQ SKDVH DV HDFK SURMHFW ZDV G
services integrated into the project. These services were there to address the need of a

specific market segment. They were viewed as the competitive edge of these projects. The

macro external strategic factors were not the main factor considered when deciding to offer

services. The process of deve loping and offering more services was orientated toward

problem solving. The decision to offer services was made on a case -by-case basis. The

companies in our case study started offering services based on entrepreneurial decision,

where the development of new ideas took place at the executive management level and the

application of that idea came later by the project management team.

4.2.2.2 Entry mode
That data analysis process was oriented toward understanding how the companies
introduced their services to the market. Several documents were reviewed. Analysing data
exposed that the surrounding environment and the external culture were the motivation for
service provision. The case study companies designed their projects around specific
outcomes from the  project and service system. For example, document In -Fs2 specified that

the nature of the Jordanian real estate industry and the needs of then Jordanian public are
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inspiring the company projects. Additionally, document In -Ppl4 p.3 stated that it was

3 3 U RIMid residences for 254 families, with entertainment & educational facilities, mosque &

FRPPHUFLDO DUHD WR PHHW WKH QHHGYV OHLVXUH RI LQKDELWDQWYV
WKH SURMHFWVY SURILOHVY GHVFULEHG WKH SURMHFWa&fedv@tiin WKH LGt
these projects. The data analysis indicates that each project was designed around offering

those services that were related to basic customer needs. The common types of offered

VHUYLFHV ZHUH UHODWHG WR FXVWRPHUVY D RwWbLeYiticB/dustomdbsQds W KH\ ZH
FKRRVH WKH FRPSDQ\YV SURGXFW RYHU LWV FRPSHWLWMWYpP5)RU H[DF
stated that this project aimed to fulfil the desire of Jordanian and non -Jordanians alike who

would like to enjoy Agaba Beach from an up market re -Ppl6, p3 stated

WKDW WKH FRPSDQ\ PLVVLRQ LV 7R FUHDWH D UHDO HVWDWH SURGXF
DQG LQGXVWULDO WKDW PHHWYV FXVWRPHU URME pUH Bidt€dWwhe = 'RFXPH
SURMHFW ZDV 37R FUHDWH XU E Dstincivély @rirl RRivViddDMéntRIQ d€signed on

WKH RXWVNLUWYV RI $PPDQ "~ 5HYLHZLQJ WKHVH SURMHFWVY SURILOHV

-5).

sort. Document In

were used as an entry mo  de, as illustrated in table (4

Table 4-5 (QWU\ PRGHVY 'DWD ZHUH DGDSWHG IURP WKH +& ZHEVLWH |
profiles)
Co. Project Project design Entry mode
A Andalucia Project Gated Suburb Security and luxury services
B Red Sea Resort Project | Private Resort Security and luxury services
. Maod Ci .
C Al Gardens project odern Ity Social and urban development
development
. C ial . : :
o Ayla Park project ommercia An attractive business environment
Complex
. . M Ci .
E Al Jiza project =W Ity Social and urban development
development
. . . L i & ttracti
F Mansion Hills Project Resort Town HXUTY - Services an  stiractive
business environment
. Maod Ci .
G Al Maha Project odern Ity Social and urban development
development
Al Mushatta project Industrial City An attractive business environment

Finding number 2:

Each project was designed to deliver a specific service as a market

differentiation edge. The service element is introduced by conceptualizing the project

aro XQG RITHULQJ ERWK JHQHUDO DQG EDVLF VHUYLFHVY UHODWHG WR F

activities.

4.2.2.3 Services Approach

The data analysis process sought to identify the types of services that were offered by the

FDVH VWXG\fV SURMHFWYVs oL seriddd Quare Wffeddd, these services were

inconsistent from project to project.
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The analysis showed that mass customization was the main service offered in all the

projects even the industrial ones, but at various forms and levels. For examples, do cument

In-3S S GHVFULEHV WKH PDVV FXVWRPL]DWLRQ SURFHVYV LQ SURMHFW
127 plots with different areas varying from 480 m to 2 -520 m2. Each plot contains a two

floor detached duplex villa of 210 m2 + 230 m2 with each having car parking & attractive

landscaping to soften the environment. Here seven different designs are proposed to meet

the different tastes of customers for layout, and for each design two alternatives of

elevation; the colourful cosy European style and the traditi onal domestic stone style. The

FRPSDQ\ vD\V 3,Q WKDW ZD\ ZHTOO KDYH WZR GLIIHUHQW DWPRVSKHU!
VXFK D GLVWULFW D UHIUHVKLQJ H[SHULHQFH IRU DOO ~ *HQHUDOO\
several choices for the customer by dividing the total plot into small, medium and large

VLIHV DQG ZLWK GLIITHUHQW VKDSHV WR PHHW GLIITHUHQW FXVWRPHL
buildings and apartments were designed based on several standard architecture plans that

varied in terms of layout, space, and exterior design to suit most tastes and needs of

different customers within the market segment. Consequently, customers can choose the

plot and the villa design to fit with each other. Still, each design has its own finishing

standard, such as the qua OLW\ RI PDUEOH WLOH IORRUVY EDWKURRPV GRRUV

$QDO\WLQJ VHYHUDO GRFXPHQWV VXFK DV WKH +& ZHEVLWH WKH SUR
and agreements, the feasibility studies, the working papers, the newspapers, and the

external business  reports identified the use of different services to suit the purpose of each

project. Table (4 -6) below illustrates these services. Furthermore, by tracking the processes

and the times when these services were offered, the data analysis process showed th at the

offered services could be divided into three stages of the project life cycle; project initial

design, project execution and after project delivery. Still, the service concept was

embedded in the project design stage. Each project was designed with FXVWRPHUVY QHHGV |
mind, such as the need for modern houses at a proper price; the need for more s ecurity and

gated communities; the need for social status and luxurious lifestyles; the need for an

attractive business  environment; and fully served and equ  ipped industrial cities.

Table 4-6: Type of Services offered

Project’'s brochure, Project’'s 3D Model, project’s and villas” 3D virtual tour
Basic Services animation, mass customization, customer relationship management, electronic
selling point, transportation, aesthetic aspects of design, maintenance.
Consulting & advising service, financial service, customized design, interior
Advanced Services | decoration, eguipment supplying, installation & supervision, insurance coverage,
Co- development & Co-design services , mock-up models and home furnishing
Site management, Facilities Management, sustainable living, recreational
System Solutions services, technological service, property management services and business
support services.
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These different types and range of services were categorised further into four categories of

servitization in the real estate development indus try, which are namely; project - orientated,

product -orientated, customer -orientated and service -orientated (Table 4 -7).

Table 4-7 : The Four Options of Servitization in Real Estate Development Projects

Project-crientated
service

Gated community, elite residence and luxury service, modern city, attractive
business environment and infrastructure services

Product-orientated
service:

Project’s brochure, Project's 3D Model, project’s and villas” 3D virtual tour
animation, mass customization, customer relationship management, electrenic
selling point, transportation, aesthetic aspects of design, maintenance.

Customer-
orientated services

Consulting & advising service, financial service, customized design, interior
decoration, eguipment supplying, installation & supervision, insurance coverage,
Co- development & Co-design services , mock-up models and home furnishing

Service-orientated

Site  management, Facilities Management, sustainable living, recreational
services, technological service, property management services and business
support services.

Finding number 3:

The companies offered different types and levels of services. These

services vary between basic services, advanced services and system solutions. The services

were offered in different stages of the project life cycle. Each project were

4.2.2.4 Design Approaches to service provision

The data analysis process sought to identify how services were developed, the practices of
GHYHORSLQJ WKH VHUYLFH SURYLVLRQ WKH VRXUFHV RI VHUYLFHVY L

types of services tha

t will be included within the system - offering package and the methods

that were used to integrate these services into the projects. In order to answer these

questions, several internal and external documents were reviewed. The data revealed

several methods that were used to develop the service ideas. In the early stages of the

project, the service development process is an internal process. Service provision is

considered an organizational creativity approach and innovation process to deliver a unique

proje ct of combined products and services. These ideas were derived from the surrounding

environment.

Document In -3S

S PHQWLRQHG DQ *(QWUHSUHQHXULDO DSSURDFK"’

methodology. Also, document In -Ppll and In -Ppl6, introduced the HC visio  n as a developer

of creative real estate tourism, housing and industrial projects with an evolutionary concept.

The study companies design their projects around an outcome that consists of both project
and services. The company website described the missio Q RI WKH VWXG\ FRPSDQLHV

Strives to serve all segments of the community by catering to the real -estate related needs

of an expanding client base and positively contributing to the socio -economic development
Rl WKH FRPPXQLWLHV LW RSH UsDoibidsit defYices oeaied tG H Dcreate customer
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attraction

animation,

instance, document In

services to attract more customers.

mass customization

such as the p URMHFWY{V EURFKXUH '

ORGHO

SURMHFW DQG YLO

and electronic selling point were developed internally. For

-Wp2 offe rs a plan for promoting project C. The

campaign includes

In the advanced stage, different means were used to

develop new services and more advanced ones such as customer feedback. For example,

document In

-Ag4 is a privat

H FRQWUDFW

IRU RQH RI

SURMHFW

add a wooden pergola to his villa. This idea of adding a wooden pergola was admired by the

HIHFXWLYH PDQDJHPHQW DQG DGGHG WR WKH GHVLJQ RI WKH SURMHFYV
projectBv LOODVY GHVLJQV DQG SKRWRYV EDVHG RQ WKH FRPSDQ\-ZHEVLW

Wp5 presented a new villa design in project A that was introduced by one of the customers.

JXUWKHUPRUH

LQ RUGHU WR

IXOO\

XWLOLVH WKH SURMHFWV FEFXVW]

developed a feedback channel into the main website. According to Ex

FRPSDQ\

-Np8 report, the

LQVWDOOHG DQ HOHFWURQLF V\VWHP WKDW KDQGOHV SRW

requirements and feedback. Also, data indicate that the companies used the imitation t

GHYHORS DGYDQFHG VHUYLFHVY DQG QHZ SURMHFWVY FR QHpH, $2VV

LOWURGXFHG SURMHFEW ) SKLJK HQG PL[HG XVH SURMHFW WKD

DV D

recreational, residential, and commercial facilities along the lines of global r

more advance ideas were offered from a third party. For example, document Ex

HVRUWYV ~
-Np6 and

Ex-Np7 report two advanced solutions that were integrated into project A which came from

external suppliers.

Finding number 4:

Different development a

pproaches were used to develop and design

new service processes. The use of these methods and techniques vary based on the type of

services and the project life cycle stage. Table (4

Table 4-8: Services design approaches

-8) below illustrates these approaches.

Sources for

] Type of Design .
Project Stage services Design system
service techniques
development
Project idea Project Surrounding Entrepreneurship
) Jointed oriented
development outcome | environment approach
Initial design and | Basic _ _ _
_ _ In-house ideas Linear approach | Product oriented
planning phase Service
During the Advanced | Customer experience | Relational Product - services
Execution Phase Service & Imitation strategy approach design
After project Systemn External professional | Iterative _ _
_ _ Service oriented
Delivery Phase solutions | Offers approach
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According to table (4 -8) above, customers need to play a vital role in services development,

ZKHUHDV D SLRQHHUYfVY LGHDV DUH GHULYHG IURP WKH VXUURXQGLQ
VXFFHVVIXO SURMHFW WKDW PHHWY FXVWRPHU QHHGV 7KH FRPSDQ
need to play a vital UROH LQ GHYHORSLQJ EDVLF VHUYLFHV WKDW OLQN WKH
provision and project nature. In addition, learning from customers and worldwide projects

influences the development of advanced services. These services were developed in

alignment ZLWK WKH SURMHFW WR VDWLVI\ FXVWRPHUV $OVR WKH FF
capability to develop complex services, for which external parties and professional expertise

ZHUH LQYROYHG LQ WKH VHUYLFHVY GHYHORSPHQW SURFHVV ZKHUFL

dominant factor.

4.2.2.5 Facility arrangement & Service price decision
The data analysis process pointed to a direct relationship between the sources of service
provision and the service pricing policy. Results from the analysis demonstrated that
multiple IDFLOLWLHYVY GHFLVLRQV DQG PXOWLSOH SULFLQJ SROLFLHV ZHUF
to offer different types of services. Some services were offered from inside the company
and based on project teamwork. For instance, document no. In -Wp3, p13 demonstrate  d the
need of adding several departments and subsidiaries to develop the necessary
competencies such as the customer services team. Analysing the HC annual reports,
(particularly document In -Ar2 p4, 32 and 34; document In -Ar3, p4 and 28), the study found
that the HC hired a number of qualified individuals to serve the customers and provide the
support services to the subsidiaries. Also, the HC sent several employees on different
training courses to prepare them to deal directly with customers and provide ex cellent

services.

In the data analysis, no documents showed whether the companies were charging for the

basic services or not Also, there was no specific revenue item in the income statement

related to the services revenue, which indicates that these types of basic services were
offered free of charge. Other services have been provided by two subsidiaries. For instance,

document In -Wp7 summarized an agreement with one subsidiary company to provide
different engineering services to project B based on cost plus pricing policy . On the other
hand, more advanced services were outsourced and provided by specialized external
companies. For example, document In -Ag5 represents an external engineering services
agreement for additional design and engineering services to project A. This agreement was
developed to manage the relationship between the customers of project A and the external

provider and was based on a competitive market price. Finally, a networking and
partnership arrangement was found also. For example, document In -Ag6 rep resents a
strategic coalition agreement between four companies that were developing similar resort
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projects on the shores of the Red Sea. The parties to the agreement agreed to develop a

beach club that served project B customers and those of other project s in the area.
Document EX -Np6 reported a partnership contract to supply project A with gas at
competitive market prices. In addition, specialized business units were developed to offer

advanced services. For example, document Ex -0d2 is a registration cert ificate of a
subsidiary company that provides different types of services to different projects. According

to document In  -Pp6 p7, these services will be offered depending on competitive pricing.

x 4.2.2.5.1 Facility arrangements for offering services
Based on the above -mentioned analysis, the data analysis process indicates that the
decision whether to perform the service in the operation process by either internal
arrangement or external provider was determined dependant on three things. These were
the sc ale and the scope of service; the degree of control needed by the HC or subsidiary;
and by competencies required to offer service. Figure (4 -5) illustrated these different

arrangements.

Figure 4-5:0rganiza tional facility arrangements for offering services

Basic Service

AN

Partnership

Finding number 5: Multidimensional facility arrangements are used to provide services.
These arrangements varied from internal arrangements based on in -house production and
separate business uni ts and external arrangements using outsourcing and partnership

strategies.

The internal arrangement based on in -house was the first consideration used by the study
companies. The companies hired skilled individuals to provide both basic and advanced

servi ces within the internal operational process. Then, the companies used the outsourcing
arrangement to offer services that require specialist knowledge, expertise, tools, or should

comply with construction general instructions and regulations. In addition, t he companies
used collaboration, partnering and networking arrangements to offer services that require

complex capabilities and have a specific operational process. The companies linked these
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services to the capabilities of external specialist organization s. There is the option of having
two separate business units, one focused on the production process and the other to control

and enhance the service provided. These include, a construction management unit and
project management unit, which was developed to control and manage different projects.
Also, they developed a full -scale separate service unit to provide services, particularly
services offered after the project closing phase. One example of this is the property

management services.

X 4.2.2.5.2 Service P rice Decision
/ILNHZLVH WKH GDWD DQDO\VLV SURFHVV IRXQG WKDW WKH VHUYLFHVY

by two factors, the facility arrllngements and the type of service. Table (4 -9) below

illustrated these different relationships and pricing policy.

Table 4-9: Organizational Pricing Policies

Facility arrangement Type of service Pricing policy

In house production Basic service Free of charge approach

Separate business unit | Basic services and advanced services Cost oriented approach

Outsource and network | Basic , advanced and complex services | Competitive marketing price

The price decision to produce basic services used two approaches. The first price was free of

charge for services from in  -house production and within the operati on process, as this
service was considered a basic part of the company commitment. The cost plus strategy

was used in the case of more advanced and costly services provided by the company using

a separate department or business unit. The price was based on the cost of the work with a
profit element added to the actual cost to cover administration cost and a profit margin. In

terms of outsourced services, whether basic or advanced services, the service pricing

decision was based on a competitive market price

Finding number 6: Different pricing strategies are used for service provision. These
different strategies were selected based on two factors; the type of service and the

organizational arrangements for offering these services.

4.2.2.6 Cost of Offering Services
The data analysis process was set to determine the cost of services provided. Analysing the
FRPSDQLHVY DQQXDO UHSRUWY WKHUH ZDV QR VSHFLILF FRVW LWHP L
to the cost of services offered. Likewise, analysing p URMHFWVY IHDVLELOLW\ VWXGLH

little detail on the cost of supplying services. The data analysis process revealed only a
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general set of cost categories, which were incurred when companies provided services. For

instance document In -Fsl, (p4), cat egorized several services such as maintenances,
cleaning and security under operating and administration expenses. Similarly, document In

Ar2, (p52), categorized different cost of services under administration expenses and sale

and marketing expenses. Docu ment In -Wp8 described the estimated cost of additional work

in projects A, B and E, as an expenditure cost which included administration cost, staff

cost, project monitoring and extra construction works. Finally, document Ex -0d2 described
business activi ties of a subsidiary company established to offer advanced services and these

activities indicated that the cost of service is the main cost driver.

Finding number 7: Only overhead cost is the main cost pool for supplying standard and
basic services. Th is cost pool emerges as a result of extra administration works. Direct
labour cost and operational cost that resulted from the changeover activities are the main
cost pools for supplying advanced and more tailored services. Finally, when offering
advanced and sophisticated services from a separate business unit, the service element

becomes the main cost driver.

4.5 Section Summary

In this section, pre -existing data were analysed. These secondary data were reviewed to
provide background information and detailed descriptions of the case studies companies.
These were to form a clear baseline of primary data collection and to design a subsequent
primary data collection process. The process of secondary data collection and analysis
involved using documents f  rom different sources and based on different perspectives. In
this phase, several internal and external documents were reviewed using the document
analysis technique. The data analysis process revealed several practices were used for a
service provision st rategy. In the next section, the Delphi first round of primary data

collection will be presented.
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4.6 Delphi Round  #1

The primary data were collected in three waves, using the concept of the Delphi method.

The first round of Delphi involved seventeen open -ended questions. Th ese questions were
GHYHORSHG DFFRUGLQJ WR WKH VWXG\fV FRQFHSWXDO IUDPHZRUN WHK
and the pilot study. These questions were designed to solicit a broad range of responses

DQG ZLWKLQ WKH UHVSRQGHQWVT DUH D nRWweke[std W th® tdspaniddmtsT XHV WL R
based on email interview. The section starts with an overview of the first round
UHVSRQGHQWVY FKDUDFWHULVWLFV %DVHG RQ WKH FDVH VWXG\ DF
respondents were identified in collaboration with the ¢ DVH VWXG\TV FRPSDQLHV 7KH TX
were sent to 73 participants by email. 42 replies were received. The selected respondents

were working on different projects, for different companies and different departments within

the case study. They were involved b oth directly and indirectly with services provision. The

respondents represented different managerial perspectives as they came from different

organizational levels and different positions. Table (4 -10) below provides an overview of the

main characteristics of those respondents.
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Table 4-10 : First Round, Respondents' characteristics

Ref. Position Level
TCO1 | CED {Chief Executive Officer)
TC02 | CFO {Chief Financial Officer)
TC03 | Deputy CEOQ For Industrial Investment

- . C-Level
TCO4 | Deputy CEQ For Marketing and Sales Affairs
TCOS5 | Deputy CEOQ For engineering affairs
TCO6 | Chairman Legal Adviser
TDO1 | Business Development Consultant
TDO2 | Business and Strategic Development Director .
TD03 | IT Director Director
TDO4 | Legal Affairs Director
TDOS5 | Projects Executive Director
TAD1 | Chairman Office Manager Assistant
TADZ2 | Deputy CFO for Administration Affairs Director
TSC1 | Subsidiary Company Manager Subsidiaries
TSC2 | Subsidiary Company Manager
TSC3 | Subsidiary Company Manager company
MO1 Projects” KPIs Manager
Moz Purchasing Manager
MO3 Head of Investment Department
MO4 Quality Manager
MOS Senior Strategic Planner Middle
MO6 Financial Manager Management
MO7 Senior Strategic Planner
MO8 Sales teamn leader
M09 Head of Legal Department
M10 Accounting Manager
M11 Webmaster
M12 Senior Marketing consultant
M13 Project’s Budgeting & Treasury Manager
M14 HR Manager Middle
M15 Logistic and Administration Manager Management
M16 Marketing Manager
M17 External contractor
M1ig Project Manager
LO1 Architect
Loz Purchasing Officer
LO3 Administration Officer
LO4 Design Engineer Lower
LOS HR. Officer Management
LOG Financial Reporting Officer
LO7 Customer's Accounting Officer
LOS Logistic Officer
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4.6.1 Data analysis

In this round, content analysis was used. Content analysis is an approach for the analys is of
documents and texts. It seeks to quantify content in terms of pre -determined categories
and in a systematic and replicable manner (Bryman & Bell, 2015). It is used for searching

for content of previously identified themes to conduct more concentrated data analysis
(Easterby -Smith et al., 2012).

In this round , the data analysis process will emphasize on identifying themes and categories
relating to servitization strategy during initial coding, coding and the theme development
process. The content ana lysis technique was chosen to identify the main cluster in the data
to build -up a better model or map for the next stage. A qualitative content analysis process
includes all those procedures to identified codes, themes and categories, but seeks to
quantify these categories by means of frequency classifications (Kohlbacher, 2006). The
process consists of three phases: the preparation phase, organizing phase and reporting

phase. Each phase consists of several steps ( Elo & Kyngas, 2008).

4.6.1.1 Data Preparat ion
The preparation phase is the starting point that involves data familiarisation by reading
through all answers several times. Data quality and validation were inspected, looking at
completeness and reasonableness of the collected answers and eliminati on of erroneous
values if there were any. Then, the data were downloaded using Microsoft Excel 2010 to
make sure that every question was read and understood. Then, the data analysis process
went through question by question until all the answers were gathe red together. Finally,
these answers were read and re -read to understand the data to obtain a sense of the whole
data and generate general data perceptions. Notes and initial ideas were taken and the data
analysis process was initially visualized. Also, th e answers were sorted and read based on
three organizational levels to discover if there was a gap between these different levels. A
reference number was given to link the interviews to the respondents. The symbol included
a number and a letter referring t R WKH UHVSRQGHQWYVY OHYHO LQ WKH RUJDQL]D
sequentially used to indicate top, middle and lower organizational levels. To cope with the
nature of the case companies, the top level were reorganized into four levels C -level,
directors, assist ant director and managers of subsidiaries; where C , D , AD and SC symbols

were used to indicate these four sub -levels within top management ( See Table 4 -8) above.

4.6.1.2 Data Organization
Data organization phase consists of several steps. It starte d by developing a coding matrix

for more focussed content data analysis. The process seeks to quantify the data content in
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terms of predetermined categories and previously identified themes. In this stage the data
analysis was conducted to identify data re lated to the set of main categories below as an
outline for the data analysis process. This was done so the researcher could find the best
answers from the collected data. Still, the process gave space for themes that could emerge
from the data set. Throug hout the analysis, the process was guided by the following aspects
and objectives.

1. Explore the perceptions of service provision.
Explore the motivations of a servitization strategy.
Explore the factors influencing the design of a service.
Explore the challenges of a servitization strategy.
Explore the requirements of a servitization strategy.

Explore the optimal extent of a servitization strategy.

Sl S E B

Explore the outcome of a servitization strategy

For instance, to explore the factors in fluencing the design of service, the data were analysed
to determine initial codes. Each response was read carefully searching for codes. Hand
notes and initial codes were taken. Table (4-11) below provides an example of the initial

coding development proc  ess.
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Table 4-11: An Example of Developing Initial Codes

Main Category | Factors influencing the design of service
Respondents Raw Data Initial Code
For offering service, the company considered a o
number of factors, such as the competition in | Competition in the Market
TSCO1 the ma_lrket, the cost of offerin_g sern_rices and -
how this cost would affect the final price. Also, | €Ot analysis
consideration of the ability and wiability to N .
continue to provide these services. Organizational ability
The provision of services should improve the )
image of the company to the customer in Customer requirements
comparison with competitors, with less effort
and costs. Thus, the design of services was in | customer needs
relation to the requirements of the customer
TCo1 and their needs and what fitted with the | Market fit
market and organizational ability to provide
service. Some services were deduced from Organization ability
particular customers’ requests which were
generalized to all the company's customers. Customers’ requests
Different factors were considered. Services
-~ | Customer need
were offered based on product types, in
agreement with the customers’ needs, and the Organizational capability
TSCO3 company's ability to provide this new product
or new idea, based on experience of the | market competition
market place and market competition and the
cost of offering services. Cost analysis
Provide a variety of options to meet the needs | The needs of real estate clients
of real estate clients. These services should be Fit with standards and regulations
applicable within the standards and the local : ; .
laws. As well, the nature of the project and the | FIt with the nature of project and
D05 project design. And the company can by [Project design
offering these services compete with other | Competitions
companies in the same field and to attract a | attract a larger number of
larger number of customers customers

In the next step, these initial codes were collected together, reviewed and then re -

categorized into main codes. Some of the initial codes stand as main codes by themselves.

Other codes become sub -codes. Then, t he data were sorted and organized by these general
codes to identify patterns and bring meaning to the responses by which main codes were
identified. These main codes were checked by tracing th e process of code identification from
These

-6) below

the beginning. Also, some of the identified themes were verified by peer review.
initial codes and main codes were linked to develop the main category. Figure (4

provides an example of linking the sub -code to main code and developing main category.
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Figure 4-6 : An Example of Developing Main Category

Sub-Code Main Code Main Category

Competition in the market

e
Market fit - Market Competition
Customer requirements \
Customer Needs -
- Customer Need
Customer request
Factors

influencing

Organisational capability

S Organization Capability the design of

Organizational ability

N

service
Standard and Regulations 5| Standard and Regulations
Project Mature )
i i Project Mature
Project Design -
Attract custormers Added value for customer
Thereafter, the main themes were labelled by different letters. The initial codes were re -

sorted and ass embled by the label of the main codes to check the frequency. Also, in this

step, the data analysis process looked for similar or overlapping categories. The numbers of

initial codes raised in one theme were counted and rearranged into different shapes, to
objectively view the data clustering points. These main codes were reviewed searching for
more aggregate levels or extendable levels. Table (4-12) below provides an example of

developing main codes after the reduction of the categories in the initial codi ng
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Table 4-12: An Example of Developing Main Codes

Initial Code Main Code Code Label Frequency

Competition in the Market
Market fit

Market competition Market competition 1 4
Competitions

Customer reguirements

customer needs customer needs 2 4

Customers’ reguests

The needs of real estate clients
Organizational ability
Organizational capability Organizational capability 3 3
Organizational capability
Cost analysis

Cost analysis Cost analysis 4 2
Fit with standards and .

requlations Standard and Regulations 5 1
Fit with the nature of project .

and project design Project nature ] 1
Attract a larger number of Added value for customers 7 1

customers

As a last data analysis step, the analysis process involved identifying themes and categories
that 'emerged from the data. This involved discovering themes in the text and verifying

those themes by searching through the data to identify further themes and categories.

4.6.1.3 Data Reporting
In order to show the relative importance of different themes, data were presented using
different performance graphs such as columns, bars and pie charts. Also, in order to make
the data more objective and more underst andable, summary tables were provided to
SUHVHQW WKH PHDQLQJ RI HDFK WKHPH EDVHG RQ WKH UHVSRQGHQ

findings were validated with the case studies representatives.

4.6.2  The outcome of Delphi Round One
4. 6. 2.1 Perceptions of Offering Service
Initially, the data analysis process leant toward understanding who people were viewing
offering service and what are their opinions regarding offering services. Data designated
several views. The majority of respondents considered serv ice as an essential marketing
element for the company and its customers. For instance, respondent TDO02 stated,
321I1HULQJ VHUYLFH LV LPSRUWDQW IRU ERWK FXVWRPHU DQG FRPSDQ\
purchasing decision and enhances organizational adaptive FDSDELOLW\ "~ 6HFRQGO\ VHUY
viewed asanadded -YDOXH HOHPHQW )RU LQVWDQFH UHVSRQGHQW 0 DUJXI

an important competitive element. Providing services improves economic value and creates
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more value for the customer in terms of what WKH\ SD\ ~ 7KLUGO\ RIIHULQJ VHUY
YLHZHG DV D FRPSHWLWLYH DGYDQWDJH EDVH )RU H[DPSOH UHVSRQG
becomes an indispensable element of VRPH SURGXFWYV DV LW VXSSRUWY SURGXFW
Finally, offering services was vi ewed as an innovation strategy. For instance, respondent
7' PHOWLRQHG 32|IIHULQJ VHUYLFHV GHYHORSV FUHDWLYH LGHDV WK
PDUNHW SODFH ~ -)) Jpfovitkes an overview of how the respondents generally

perceived service and servi  ce provision strategy.

Figure 4-7: general perceptions of service

Offering service develops creative ide
Offering service creates competitive advantag
Offering service adds more value for custom

Offering Service is essential marketing eleme

The majority of respondents considered offering services as an essential element of the

project marketing success. This necessity of providing services comes from the

characteristics of the service. For instance, respondent TCO5 focused on the importance o f
VHUYLFHV IRU FXVWRPHUV DV KH VDLG 36HUYLFH JLYHV WKH FXVWRPF
GHVLJQ KH QHHGV DQG ZKLFK LV LQ OLQH ZLWK KLV QHHGV ~ 5HVSR(
QHFHVVLW\ Rl SURYLGLQJ VHUYLFHV WR PHHW FXVWR BeddlofivieF KD QJHDE
has become a sustainable state in the world and to keep pace with the needs of customers

has become a key requirement for the success of businesses. Adding service has become an

HVVHQWLDO UHTXLUHPHQW IRU UHDO HVWD W HocB4¢® o the Weldessity HV SR Q G H
Rl RITHULQJ VHUYLFH IRU WKH FRPSDQ\ DQG WKH FXVWRPHU VD\LC
PDUNHWV« GLITHUHQWLDWH SURGXFWV « DQG UHDVVXUH FXVWRPHUV ~’

Finding number 8: Providing service becomes an essential element of realty projects. | t
facilitates product development, adds more customer value and creates competitive

advantage.

4. 6.2.2 Explore the Motivations of a Servitization Strategy.
The second objective of the analysis was to understand the reasons for offering services,

lookin g at the purposes and motivations of adopting a servitization strategy and the driving
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forces behind the process. The respondents were asked why companies chose to offer
services and what the special characteristics of service were. The data analysis proce SS
yielded 273 traits as broad open codes. These open codes were disaggregated into eight

subcategories (Figure 4  -8).

Figure 4-8: Reasons for Offering Services

Gaining competitive advantag
Customer attraction
Development of new ldea:
MarketingTool
QualityStatement

Customer needs

Sales Growth

Customer satisfaction and customer loyal

0 5 10 15 20 25 30 35 40 45

The study concludes that the companies of fered services to attract customers and gain

competitive advantage over competitors. For example, respondent M12 mentioned,

32I1'HULQJ VHUYLFH LV DQ LPSRUWDQW HOHPHQW LQ VRPH SURGXFWYV V
PDNH LW PRUH DSSHDOLQJ WARNgEX késphbudent FIEBR &kervices were offered

37R H[SDQG PDUNHWVY EDVHG RQ LQVSLUHG FRQVXPHU FRQILGHQFH DQ
ODUJHU PDUNHW RI EXV\ SURIHVVLRQDOV ZKR QHHG DQ HQWLUH MRE G
companies offered different typ es of services to outperform competitors and avoid price

UHGXFWLRQ )RU H[DPSOH UHVSRQGH QOfferifigk servitel B W [ctpélitve 3
DGYDQWDJH VWUDWHJI\ WR DYRLG SULFH UHGXFWLRQ DQG SULFH zZDUV
meet customer needs a nd increase their satisfaction. For example, respondent MO7 argued

WKDW 33URYLGLQJ VHUYLFHV VDWLVILHV FXVWRPHUV DQG SURYLG
Interestingly, service was offered as an innovation strategy that required less time, effort

and investment  than product innovation. According to respondent TCO1, 36 HUY Iskan easy
LQQRYDWLRQ SURFHVV WR GHYHORS FUHDWLYH LGHDYVY DQG PHHW FXVW
RITHUHG DV D PDUNHWLQJ WRRO WR SURPRWH WKH FRPSDQLHVY SURG
/ PHQWLRQHG 321IHULQJ VHUYLFH LQWHJUDWHG WR WKH SURGXFW FU
DGYHUWLVLQJ IRU WKH SURGXFW"™ 2WKHU UHVSRQGHQWY PHQWLRQHG
quality statement that enhanced the product functionality and justified th H SURGXFWTV KLJKH
SULFH )RU LQVWDQFH UHVSRQGHQW 7' PHQWLRQHG 36HUYLFHV ZHL
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TXDOLW\ DQG HIILFLHQF\" ZKHUH 7$' VDLG WKDW 36HUYLFHV ZHUH RIIl
KLJK SULFH 3 *HtQeHé&spobdents mentioned a co mbination of different reasons for
offering services. The data analysis process indicates that a combination of marketing,

strategic, innovation, and financial factors motivated the companies to offer services.

Figure 4-9: Motivations for the servitization strategy

160
140
120
100
80
60
40
20

Strategic Factors  Marketing Innovation Financial Factors
Factors factors

Therefore, the above -mentioned categories were re -categorized into four main categories as
in figure (4 -9 $OVR WKHVH WKHPHY ZHUH GHVFULEHG DFFRUGLQJ WR WKF
table (4-13).

Table 4-13 7KH UHVSRQGHQWVY GHVFULSWLRQ RI WKH UHDVRQV EHKLQG

Theme Theme Description

Endorse the company’s product selling by persuasion and convincing
customers to buy the products and influence their purchasing-
decision. Gaining competitive advantage by distinguishing the
products from other products within the marketplace, and by offering
service that improves the product’'s cost, or adds more value for the
customer. Also, It is a quality statement enhancing functionality;
reducing product cost in the eyes of customers or justifying the
products high prices.

Companies’ marketing activities to promote products and enhance
the company's image , entering new markets , developing new ideas
, creating a customer base , collecting market information and
gaining new customers . Addressing customer’s needs and meeting
their requirements. Gaining customer satisfaction & customer loyalty
by enhancing customer's attitudes toward the product and repeat
purchases or promote the product to others

Strategic Factors

Marketing Factors

Financial Factors Increase the amount of the sales volume of the company’s products.

Developing new ideas and activities needed for developing and
offering services more easily and simply, relative to product
development. Services are easy to be changed and/or modified to
adapt to different customers’ needs

Innovation factors
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Finding number 9: Companies tended to offer different types and levels of services for a

combination of strategic, marketing, innovation and financial reasons.

4. 6.2.3 Explore the Factors Influencing the Design of Service
The third objective of data analysis was to gai n understanding of how the offered service
was designed and identifying the factors that influence the type and form of offered
services. Thus, respondents were asked about the factors that influence the types of
services offered. The data analysis process yielded 134 factor codes. These open codes were

disaggregated within eight themes as in figure (4 -10) below.

Figure 4-10 : Factors influenced the design of service

Customer Needs

The Cost of Servic

The Nature of the Market

Organization Capabilities

The Nature of Product
Ju% S]1S}1E-|

The nature of service

Law and Regulation

0 5 10 15 20 25 30 35 40

The data analysis found that the companies considered different factors for designing the

VHUYLFHV RIIHUHG $FFRUGLQJ WR UHVSRQGHQW 76& 3$ FRPELQLE
LQIOXHQFHG WKH W\SH RI WKH VHUYLFHV RIIHUHG =~ 7KH GDti¢D DQDO'
customer needs is the main factor that guides the types and forms of services. For instance,

UHVSRQGHQW 7% PHQWLRQHG WKDW VHUYLFHV ZHUH GHVLJQHG WR 3¢
PDUNHWLQJ VHIPHQW DQG FXVWRPHU UHTXLUHPHQW &torDg}l2 a8t VLUH V'’
Rl VHUYLFHV $FFRUGLQJ WR UHVSRQGHQW 0 8,W XVHG WR EH GHVLJ
QRW HPEHGGHG LQ WKH SURGXFW 7KH FRVW RI DFKLHYLQJ WKDW ZCLC
competition influenced the services design. Respondent TSC03 me QWLRQHG 37KH FRPSHWL
ZLWK RWKHU FRPSHWLWRUV® LV RQH RI WKH IDFWRUV LQIOXHQFLQJ
organizational capabilities were considered when designing the services. According to

UHVSRQGHQW 7%$' 32UJDQL]DWLRQDO FR RShieH gnH céhsidardt Rvked G E H
RITHULQJ VHUYLFHV =~ 2WKHU IDFWRUV ZHUH PHQWLRQHG E\ GLIIHUHC
nature of the market, the nature of the product and the nature of the service. For example,

UHVSRQGHQW 0 PHQWLRQHG 20D UN HwerGurehBspiG paver Gffdeted the
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W\SH Rl VHUYLFHV RIIHUHG ~ 5HVSRQGHQW 7& PHQWLRQHG 3,W LV
SURGXFWYV WKDW LQWHJUDWH YHUWLFDOO\ DQG RU DV HQKDQFHPHQ
5HVSRQGHQW O DGGHG 37KH QDW X tks afdl thRe lexteblt lofGts \Sltte¥sLwith
FXVWRPHUV" DV RQH RI WKH IDFWRUV WKDW LQIOXHQFHG WKH VHUY
compliance was also considered when designing the services. According to the respondent

7' 37KH VHUYLFHV ZHUH GH Vintd @Qdd@nt\Whe Mio@cl original designs, the

privacy and the rights of neighbours, the project licensing requirements and the regulations

RI WKH DXWKRUL]JHG RIILFLDO ERGLHV IURP WKH GHSDUWPHQW RI KRXV

The data analysis process re -organized these factors based on both external factors and

LQWHUQDO IDFWRUV 7KH H[WHUQDO IDFWRUV DUH WKRVH RXW RI WK
LQWHUQDO IDFWRUV DUH FRQVLGHUHG WR EH XQGHU WKH RUJDQL]DW
external factorswe UH GHVFULEHG DFFRUGLQJ WR WKH UHVSRQI@HQWVY DQVZI

Table 4-14: Factors influenced the design of service offering

Factor Themes Description
The companies’ activities are geared to creating more value
for customers based on customer preferences.

Customer needs

Competitors’

) The activities of rivals within the market are followed
actions

The outcome of data evaluation regarding the local
External | The nature of | community, customers, traditions and the social life of the

Factors | the market surrounding environment
The economic situation and customer purchasing power
Law and | The system of rules and principles, designed to control and
regulations govern the activities of real estate development
The cost of | The amount spent to produce, offer and deliver services, and
service how this amount will affect the product’s final price

The availability of resources to produce the service and the
fit within the operation process;, the model; and
Internal organization’s manpower

Factors | The nature of| Relevant to product type; management style; product

Organization
Capabilities

project operation process; quality; and customer segment
;I'griicenature of The type and the form of service to be added to the product.

Although, the offered service is designed based on a customer -centric appr oach, the data

analysis process found that the project and services must be designed simultaneously and

systematically. This means that services should be incorporated into the project scope, and

considered in the early stages of project design. Respondent TCO4 argued , 37KHUH ZDV QR
strategy per se, it was a series of scattered activities that did not come together to what

DPRXQWYVY WR EH D VWUDWHJ\ "~ 5HVSRQGHQW 76& DUJXHG B36HUYLFH)\
GHDOW ZLWK DFFRUGLQJ WR WKH EXHYVGRQRIGHOYWIBYV DUKXEGIKE WKDW 37
no doubt that the provision of services stimulates sales, and properly directs the company's
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outputs toward customers, but the company has to study these offered services and

PDQDJH LW ZHOO ~ 5HV SR QG H Qsizat®nal Perf@mddcg t&krdore planning and

coordination. In addition, respondent TD04 linked the success of services provision to the

development of a Masterplan that incorporates both services and projects. Respondent

TSCO03 argued that in order to deve ORS DQ HIIHFWLYH VHUYLFH RIITHULQJ 3%$00 VK
WKURXJK D FRPSUHKHQVLYH GRFXPHQWHG DQG PRQLWRUHG PDQDJHP
TADL1 linked the challenges of offering services to the lack of earlier and more thorough

planning. Where, respond  ent M02 argued that these challenges could be mitigated through

correctly designing service provision by studying both product and services.

Finding number 10 . It is necessary to consider both external and internal factors when

designing an effective serv  ice provision. Generally, each added service should be well

designed and made to fit with a specific market segment; customer needs; organizational

circumstance; and project design. A parallel development to design a successful and

effective offer of servi  ces is recommended, by which the design process should consider the

inter -relationship between project and services.

4. 6.2.4 Explore the Challenges of The Servitization Strategy.
The fourth objective was toward understanding the challenges associated wit h servitization
strategy, looking at describing the main concerns when offering services integrated to the
product in a project -based business. The respondents were asked about the main
challenges or risks that facing the companies when offering different types of services. The
data analysis produced 157 codes as general open codes. These observations were

categorized into five general codes (figure 4 -11).

Figure 4-11:The main challenges of offering servic es

Competition Challengeh

Organization Capabilities [

Operation Processes & Coordination problermia

The Cost of Offering Servicdl N

Managing Servie Provsior N

0 10 20 30 40 50 60 70 80
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Figure (4 -11) indicates that the companies faced several challenges when they offered

services. Managing service products integrated into the project was the main challenge. The

UHVSRQGHQWYV RIWHQ PHQWLRQHG WKH JUHDW GLYHUVLW\ RI FXVWRP|
th e main barrier resulting from service provision. For example, respondent TC01 mentioned,

837KH YDULHW\ Rl VHUYLFHVY DV VHUYLFHV DUH QRW IL[HG DQG YDU\
Also, customers ask for more than they have been offered and every customer has different

QHHGV IURP RWKHU FXVWRPHUV 35HVSRQGHQW 0 DGGHG LW LV D FK
WKH VHUYLFH PHHWYVY WKH FXVWRPHUYYV VDWLVIDFWLRQ ~ 5HVSRQGHQV
master -plan to be the main challenge when providing services and obta ining customer
DFFHSWDQFH RI WKRVH VHUYLFHV B5HVSRQGHQW / PHQWLRQHG 3(Q
PDLQWDLQLQJ FRQWLQXRXV VXSSRUW’ DV RQH RI PDLQ FKDOOHQUJIH
mentioned that companies have to manage the risks resulting from offer ing services such as

losing the project focus; hindering product innovation; expanding organization domain; and

LQFUHDVLQJ RUJDQL]DWLRQDO UHVSRQVLELOLWLHV )RU H[DPSOH UHV
be losing the product focus/concentration when movi ng from a manufacturing to a service

FRPSDQ\ ZKLFK LQ WKH HQG FRXOG DIIHFW WKH FRQWLQXRXV LQQRYDW

Cost was another challenge when offering services. Here, respondents focused on the cost

of services and the cost of change cau sed by meeting and implementing different
FXVWRPHUVY UHTXLUHPHQWY LQ GLIITHUHQW VWDJHV RI WKH SURMHFW (
7& PHQWLRQHG WKH FKDOOHQJH RI 3(VWLPDWLQJ FRVW DFFXUDWHO
service Levels in view of a tight EXGJHW ~ $OVR UHVSRQGHQW 0 VDLG 3,W ZI
DFFXUDWHO\ FDOFXODWH WKH FRVW RI VHUYLFHV’

Another striking problem is the traditional project operation process and the synchronization

and integration of project activities. Adding services alter HG WKH SURMHFWY{V RSHUI
process and activities, which required robust coordination schemes. Also, the excessive

customer involvement associated with a service offering strategy required coordination of

different parties of the project. For instance, respondent TCO03 mentioned
SOLVUHSUHVHQWDWLRQ RU PLVXQGHUVWDQGLQJ FRXSOHG ZLWK WKH D
7& PHQWLRQHG -WKHDGHDWLRQ RI SURGXFW OLQHV VWDII DQG RSH
UHVSRQGHQW / PHQWLRQHG 37KH G sl ¢choFdin@tivn\bddweEnRi@ o mEarys

LQWHUQDO GHSDUWPHQWYV ZKLFK FUHDWHY D EDUULHU RI PHHWLQJ FX
ODFN RI WKH RUJDQL]DWLRQYVY FDSDELOLWLHV ZDV DQRWKHU FKDC
resources needed to handle different aspec ts of the customer relationship. For example,
UHVSRQGHQWYV 0 PHOQWLRQHG WKUHH FKDOOHQJHVY DQG WKHVH ZHUF

human resources; staff training on how to deal directly with customers and: training
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courses for staff working on the proj HFWV"™ )YLQDOO\ UHVSRQGHQWY PHQWLRQF
DFWLYLWLHY DV D VHUYLFH SURYLVLRQ SUREOHP )RU H[DPSOH 76& f
LQFUHDVHG WKH SURGXFW FRVW DQG DIIHFWHG SURMHFW FRPSHWL
PHQWLRQHG WKDW 3TKKHRDEHWLWRBY WR LPLWDWH WKH FRPSDQ\YV LGH
WR SURYLGH LW EHWWHU"  ZD V1D QedchNb¥s<thkbse7chbaiéhdges according to the
UHVSRQGHQWTTV DQVZHUV

Table 4-15:The main challenges of offering services

Challenge Description

Planning, designing, organizing and executing the optimal
level of services offered that create more value for customers,
reduce operational process variety and meet the divergence

Managing Service

Provision of different customers’ needs and preferences and reduce
organizational risk
The increased cost of making changes as the project is
The Cost of Services moving forward and how this cost will affect the product’s

final price.

Organization Capabilities The availability of skilled manpower, and financial resources.

Rivals' activities within the market, their products' price and
Competitions Challenge quality. Also, their imitation of the organization’s services
offered.

The impacts of the service process on the operation process.
The lack of coordination among organizational people,
activities, functions, departments and project site

Operations processes &
Coordination problems

Finding number 11: Offering services integrated into realty projects encounters several
challenges. Managing service provision is the outstanding challenge. The organization has to
plan, design, organize, and execute the optimal level of services to create more value for
customers and yet still reduce the variety of different services. Other challenges regarding

the cost of service provision, the operation process, the required capabilities, and

FRPSHWLWRUVY D mheyehrllengebto serRtidation.

4.6.2.5 Explore the Requirements of the Servitization Strategy
The fourth objective was to understand the requirements of a servitization strategy, whilst
offering services successfully. The question was designed to cap ture the different
organizational requirements and the features of these requirements. The respondents were
asked to describe the required changes in terms of organizational capabilities,
organizational structure, organizational culture, and the operations process. Besides, the
respondents were asked to add any other requirements that they thought were needed

when offering services.
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In general, the data analysis recognized that the different aspects of organizational

capabilities, structure, culture and op erational process needed to be aligned with the service

SURYLVLRQ VWUDWHJI\ $FFRUGLQJ WR UHVSRQGHQW / VHUYLWL]D
organization in terms of individuals and teams, evolving new mind -set, integrating new

systems and fostering capab LOLWLHV’ 5HVSRQGHQW 7& PHOQWLRQHG
communication between management and staff about the objectives and benefits are

essential to the successful change; Staff training and continuous improvement with the

provision of a career path; clarity of pr ocedures (SoPs) and continuously updating the

VHUYLFHV RIITIHUHG DQG WKH DGDSWDWLRQ WR FKDQJH ~ 7KHVH GLIIHU

described in more detail below.

X 4.6.2.5.1 Organizational Structure
The data analysis realized that the companies had to change organizational structures. For
LQVWDQFH UHVSRQGHQW 7& PHQWLRQHG 37KH RUJDQL]DWLRQDO VW!
WKH RIITHULQJ ZKHWKHU LW LV PDQXIDFWXULQJ RU VHUYLFH =~ 5HVS
characteristics of the required organiza tional structure. For example, respondent TDO1
PHQWLRQHG WKDW WKH FRPSDQ\ QHHGV 3RSHQ FRPPXQLFDWLRQ DQG
PDNLQJ SURFHVV 3 5HVSRQGHQW O PHQWLRQHG WKDW WKH RUJDQI
3SURYLGHV GHFHQWUDOL]DWLR®Qy dsléyaiBrR \ahd VemphAsigds Ron tasks
VSHFLDOLVDWLRQ ~ $FFRUGLQJ WR UHVSRQGHQW 0 WKH RUJDQL]DWL
IOH[LELOLW\ 5HVSRQGHQW O PHQWLRQHG WKDW WKH VWUXFWXUH VK
FRUUHFW GLVWULEXWLRQ Rht WSTU2NamphaSised & RcQnprehensive control
system, while respondent TC04 emphasised coordination and integrated communication as
PDMRU LVVXHV +H VDLG 3« OLQN WKH HIIRUW WR DOO RWKHU IXQF
characteristics were collected and re grouped to form the characteristics of the
organizational structure that fit with a servitization strategy. These characteristics are
summarized below:
X  More clearly defined authority with clear chain of command and more decentralized
decisions.
X Lessmanag HPHQW OD\HUV ZLWK D ZLGH PDQDJHUYV VSDQ RI FRQWUR
x Delegation of authority, and the decision making process should be assigned clearly
according to specialty and expertise of individuals.
X The structure has to link different organizational tasks, increas e the coordination
between different functions, and provide a different control mechanism.
X The organizational structure should promote the process of taking the right decision
at the right time. It should be flexible promoting fast responding and should b e able

to manage different actors within the value chain.
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X A separate quality control or quality assurance unit should be created within the
organizational structure.
x 7TKH VWUXFWXUH VKRXOG HQKDQFH OLVWHQLQJ WR FXVWRPHUV
importance  of the customer that means customer relationship management has to
be embedded into the organization chart by creating a specific position such as chief
customer services officer.
Finding number 12: The services provision requires an organizational struct ure that has

both the characteristics of flat and tall structures with more organic structure.

X 4.6 .2.5.2 Organizational Capabilities

In terms of organizational capabilities, the respondents describe several types of capabilities
needed to adopt a  servitization strategy. Among these capabilities, respondents focused on

four major capabilities as shown in figure (4 -12).

Figure 4-12 : Offering Services Capabilities

Risk and cost management capabili
Change capabilit

Competitor orientation capability

Service innovation capabilit

System integration & Coordination capabilit
Customer anticipation capability|

Planning & designing capabilit

0 5 10 15 20 25 30

The planning and designing capabil ity was the outstanding ability needed when offering

VHUYLFHV $FFRUGLQJ WR UHVSRQGHQW 0 3$Q\ FRPSDQ\ KDV WR E
before doing it as it requires prior investment in all aspects prior to launching a new service.

Therefore, the company must dedicate a team to launch and operate the new service. This

team must handle developing the idea of project -VHUYLFHV VA\VWHP ULJKW XS WR OD
second capability is system integration and coordination needed to direct and support the

strategy to  offer services and to support organizational activities to integrate service,

people, activities, processes, and skills required by the new system. According to

UHVSRQGHQW 7& WKH FRPSDQLHV QHHG WR 3/LQN WKH HIIRUW WR
company. © &XVWRPHU DQWLFLSDWLRQ DELOLW\ LV DOVR LPSRUWDQW VR
customer and develop new services that meet customer needs in future. For instance

UHVSRQGHQW 7& PHQWLRQHG 3)RU D FRPSDQ\ WR DGMXVW WRZDUGV
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deepe r understanding and response of customer needs and expectations through -out the

SURFHVV ’

Another factor here is risk and cost management capability was considered a key

competency to identify and assess the risk and cost of offering services. For exampl e,
UHVSRQGHQW 7' PHQWLRQHG LW LV QHFHVVDU\ WR 3&RQGXFW D FRP
RQ WKH LPSDFW RI DGGHG VHUYLFHY DQG LWV LPSOLFDWLRQV ~ $0VR
capabilities for offering services such as the ability to change, servi ce innovation capability,

and competitor orientation capability. Change capability is needed to support company

change and developing the service operation process. Service innovation capability is

needed for continuous development of services. Finally, co mpetitor orientation is required to

DQDO\WH WKH FRPSHWLWRUTY VWUDWHJ\ PRYHPHQWY DQG DFWLYLWLE

These above -mentioned capabilities could be developed incrementally. According to

UHVSRQGHQW O 3:H EHOLHYH WKDW JRLQJ EH\RQ G tleUtRa@gidavd UH O D W H (
RSWLPDO REMHFWLYH« +RZHYHU LWV UHFRPPHQGHG WKDW EH GRQ
EXVLQHVV XQLW LV VWDELOL]JHG ~ $FFRUGLQJO\ WKHVH FDSDELOLWLH

classifications: reactive capabilities and proactive capab ilities as in table (4 -16).

Table 4-16 : Proactive and Reactive Capabilities

Proactive Capabilities Reactive Capabilities
Planning and designing capability Competitor orientation capability
Risk and cost management capability Service innovation capability
Customer anticipation capability Change capability
System integration and Coordination capability

The proactive capabilities need to be developed in advance to better control service
provision activities. These capabilities include planning and designing, risk and cost
management; customer anticipation; system integration and coordination capabilities. The
reactive capabilities need to develop in response to the service provision sequences. These

capabilities include competit  or orientation, change and service innovation capabilities.
Finding number 13: Offering services requires developing two sets of organizational

capabilities. These are proactive capabilities that need to be developed before offering

services , and react ive capabilities that need to be developed gradually.
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X 4.6.2.5.3 Organizational Operational Process
According to the respondents, the companies have to redesign their operational process. For
H[DPSOH UHVSRQGHQW 7& PHQWLRQHG WKDW WKrewraRPdEfBrent KDV WR 3
RSHUDWLRQV V\VWHPV DQG KLUH FRPSHWHQW VWDII WR GHDO ZLWK |
76& GHVFULEHG WKH IHDWXUHV RI WKLV SURGXFW DQG VHUYLFH)
comprehensive, documented, and monitored management system. Inter nal and external
audits help periodically to ensure the commitment of the organization to its policy and
REMHFWLYHV’
Respondents mentioned several features of the required operational process. The
respondents argued that the company must create a specifi c division for offering services
which provide effective communication, flexibility and an organizational ability to
understand customer needs within a fast response time. For instance, respondent TD04
PHQWLRQHG WKH QHHG IRU 3(VWD E O Imp#ny Qridepartreht FlaDn@hddes FR
VHUYLFH SURYLVLRQ ~ 5HVSRQGHQW 7& PHOQOWLRQHG 33URFHGXUHV D
WR WDNH FDUH RI WKH GLITHUHQW VHUYLFHV JLYHQ "~ 5HVSRQGHQW 76¢&
development of a control system and a quality policy, which  must be embedded in the
operations process by a separate quality assurance or quality control department.
Additionally, group work could be used from time to time to solve different complex
problems. According to respondent TDO5, the process overlaps and the contradictions
between the added work and the original work should be identified and systemised.
According to respondent M18, the whole process should be documented. Following the
required approvals, the necessary funds should then be allocated. Finall y, the
implementation, supervision, follow -up and the coordination should be assigned to a

relevant competent person.

An explicit operation process when offering services was suggested by respondent TSCO1.
The organization has to develop several standard PRGXOHYV VWXG\ FXVWRPHUVYT QHHG
an inventory system of all customer requirements; study the feasibility of these needs and

requirements; determine the timetable; and determine the costs of implementation of those

requirements. The final product wo uld be modified and installed to meet individual customer
needs.
Finding number 14: Servitization alters the operational process to fit with service

provision. The new process should be clearly defined, flexible and have the ability for
greater customer interaction and involvement as well as being able to reduce service

variability.
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X 4.6.2.5.4 Organizational Culture
$ IHZ SDUWLFLSDQWYV PHQWLRQHG WKH RUJDQL]DWLRQTVY FXOWXUH
PHQWLRQHG 3)RU VHUYLFHVY D JUHDWHU OHYHO RI FXVWRPHU IRFXV |
customer service arm of the company to have a greater say in driving the productio n/
PDQOXIDFWXUH WKDQ HQJLQHHULQJ RU ILQDQFH" 6WLOO QRQH RI
mentioned how these changes could be carried out. This could be attributed to the implicit
FKDUDFWHULVWLFV RI WKH RUJDQL]DWLRQDO IseXdasiyXng Hoghide’lP ZKLFK
However, the organizational culture will be addressed explicitly in the next data collection

wave.

Finding number 15: Servitization strategy requires a new organizational culture that fits

with offering services.

4. 6.2.6 Explore the Optimal E xtent of Servitization
The fifth objective of the data analysis was to determine the level of services the
organization should offer, looking at exploring the optimal extent of services provision. To
identify the ideal level of services provision, the res pondents were asked to estimate the
optimum level and extent of services that should be offered. Data showed that there are
several views relating to the extent to which services should be provided among the

respondents as shown in figure (4 -13) below.

Figure 4-13 7KH 5HVSRQGHQWVY 9LHZV 5HJDUGLQJ WKH ([WHQW RI 6HUYL

The Extent of Servitization

m Not offering services at all

m Offering only Basic & Standard Services

Offering more Advanced Service is

Necessary
m Offering more Services with Certain

Conditions

Only respondent TC04 argued that the company should focus on producing high quality

product and not offering any type of servi ces at all. According to respondent TCO04,

S6HUYLFHY DQG FUHGLELOLW\ DUH WKH EHVW WRROV IRU PDUNHW SHQFt
more effective than price differentiation. He added that, high quality products would reduce

the need for post sales se rvices or sales related services. As a company working in real
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HVYWDWH WKH KLJK TXDOLW\ SURGXFW ZRXOG 3VHOO LWVHOI" DQG DV
would be needed. | think that by doing so, the demand for additional services would not

ariseofits RZQ DFFRUG

Other opinions argued that the company ought to settle with offering more general and

basic services that can be simply managed or outsourced. For instance, respondent TAD1

DUJXHG WKDW WKH FRPSDQ\ VKRXOG 32IIHU JHQHUDO7 PH) GV EIDWVE FR8HQ I
argued that companies could not stop the continuous move to offer more advanced services

HYHQ LI WKH\ ZDQWHG WR )RU H[DPSOH UHVSRQGHQW 7& DUJXHG 3
FRPSXOVRU\ " )LQDOO\ WKH ODUJH SU RSirRgUndre RdyamzédiseniGesVeKDW R

the convenient option. It is an essential requirement for organizational existence, because

the market is rapidly changing and constantly evolving with the presence of both new and

many competitors. As such, the company sh ould enhance their service offering with more

advanced ones and thus compete at that level. Yet, this moving forward is condition al., For
H[DPSOH UHVSRQGHQW O VDLG 3,Q WKH OLQH RI VHUYLFHV QRWKLQJ
market leader, competitors will follow you, therefore, you need always to create something

new with value added to be a step ahead of competitors and to provide the customer with

an adequate experience. Still, this movement is depended in the output of pervious stage

and company str  DWHJLF SODQ”’

The data analysis extracted a set of principles for offering services and service expansion
EDVHG RQ UHVSRQGHQWVY YLHZV 7KHVH SULQFLSOHV KDYH EHHQ FOL
14).

Figure 4-14: The characteristics of strategic decision of offering service and more
advance services.

Risk Avoidanc

Cost- Benefit consideratio

Organizational Resources

The Ability for Further Developmen|

Market Study

Design of General and Standard Service Off
Adding Customers Value

A Careful strategic Planning

0 10 20 30 40 50

Figure (4 -14) above shows the conditions for offering more advanced services. At the

outset, a clear plan and a properly thought -out strategic move are essential for service

expansion. This plan should consider several factors such as expansion risk, expansion cost,

aQG RUIJDQL]DWLRQDO FRPSHWHQFLHYVY )RU H[DPSOH UHVSRQGHQW 7%’
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DGYDQFHG VHUYLFHVY QHHGY FDUHIXO SODQQLQJ DQG VHYHUDO FRQVL
2I1'THULQJ DGYDQFHG VHUYLFHV VKRXOG EH GHVLIJQHG EDVHE®NRQ FXV'
should be linked to the general needs of customers; it should fit with large portions of the

market segment and avoid any design toward specific needs of individual customers.

$FFRUGLQJ WR UHVSRQGHQW 7' 3&XVWRPHU QHHGYV D UdihgWKith WUXH Pt
services to offer. Whether one offers simple or complex services should be based on the

SRWHQWLDO FXVWRPHU GHVLUHV ~ /JLNHZLVH RIIHULQJ VHUYLFHV VKR
UHVSRQGHQW 7' DUJXHG WKDW 321IHULQJ WVullyadéesignddvand KvRhihGiG EH FDUF
project master - SODQ” ,Q DGGLWLRQ WKH DELOLW\ RI VHUYLFHV LQQRY
development is a vital component of services expansion. For instance, respondent L0O6

PHQWLRQHG 326HUYLFHV DUH OLQNHG WR destrgsWwiieH tovtfhuodsVWHY D Q
IOXFWXDWH « 7TKHUHIRUH WKH FRPSDQ\ PXVW RIIHU IOH[LEOH H
UHQRYDWHG VHUYLFHYVY EDVHG RQ FXVWRPHU GHVLUH ~

Finding number 16: Companies tended to offer various forms of services, ranging from
basic se rvices, to more advanced services and to complex services and finally, to full system

solutions.

4. 6.2.7 Explore the Outcome of Servitization Strategy
The data analysis was oriented toward exploring the different outcomes of a servitization
strategy, to  recognize the benefits resulting from offering services. Several questions were
asked in order to understand the outcome of the servitization strategy in terms of tangible
and intangible benefits. The data analysis process found, to some extent, a debate a mong
respondents on the impact of offering services on organizational performance. In general,

WKH UHVSRQGHQWVY DQVZHUV OD\ ZLWKLQ WKUHH5WKIEWHY DV VKRZQ L

Figure 4-15 7KH UHVSRQ G iA€w8Y xefarding the Outcome of Servitization
Strategy

Organizational Performance

@ Offering services enhanced organization
performance

Offering services increased work
complexity

| Offering services influenced the
organizational performance to some
extent, and could be better
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The first theme argued that, servitization increased the work complexity and interrupted the
RUJDQL]DWLRQYY RYHUDOO SHUIRUPDQFH )RU H[DPSOH UHVSRQGHQW
of servitization DV 3SQHHGLQJ PRUH PDQSRZHU DQG ZRUN SURGXFWLRQ RX
UHTXLUHPHQWY ~ 7KH VHFRQG WKHPH DUJXHG WKDW RIIHULQJ VHUYLF
GHVLIJQHG IRU DQG HQKDQFHG WKH RUJDQL]DWLRQYV RYHUDOO SHUIRL
M13,off HULQJ VHUYLFHV 3)DFLOLWDWHG PDUNHWLQJ RI SURMHFW XQLWYV
size of the project and its profits and covered fixed cost. Through these additional services,

the company has taken important steps towards becoming the best in the mar ket. It

compliments worldwide changes and strengthens its ability to be more innovative and thus

EH PRUH FRPSHWLWLYH *RRG 3ROLF\ ZKLFK SRVLWLYHO\ DIIHFWHG Wt
argued that the servitization strategy influenced the organization ov erall performance with

mixed results. This influence could be better with more careful strategic planning to offer

VHUYLFHVY WKDW DUH PDQDJHDEOH )RU H[DPSOH UHVSRQGHQW 7' PH
DUH DQ HVVHQWLDO HOHPHQW RI WKH c8mpny ddul/ fiat sspdrate HiéV 7 K
project and this service as it is the main key success factor and but at the same time, it is

the key failure factor if it is not managed properly. He stressed that what is needed is

planning, planning, planning, and commit PHQW WR ZKDW KDV EHHQ SODQQHG"’
Generally, the respondents used different criteria to evaluate the offering services strategy.
These criteria were categorized within four main categories as in figure (4 - 16) below.

Figure 4-16 2I1IHULQJ 6HUYLFHVY .H\ 3BHUIRUPDQFH ,QGLFDWRUV

Customer Loyalty & Saitsfactio
Organizational Competitive Advanta
Organizational Learning , Flexibilty and Adaptai

Additional Revenue Streal

0 20 40 60 80 100 120

The common views of what providing services should do were to gain market competitive

advantage by attracting new customers, improving the company's sales, enlarging the

market share DQG RXWSHUIRUPLQJ FRPSHWLWRUV $FFRUGLQJ WR UHVSRC
competitive advantage by offering services; the companies are putting themselves ahead in

WKH PDUNHW DQG FRPSHWLWLRQ =~ $OVR UHVSRQGHQW [/ PHQWLRC(
3,QF UH D& iumber of customers, increases revenue, increases the frequency of

WUDQVDFWLRQV SHU FXVWRPHU DQG LQFUHDVHV FXVWRPHU VDWLYV
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satisfaction and loyalty was the second common view used by respondents. According to
respondent TCO3 32IIHULQJ VHUYLFHVY LPSURYHV FXVWRPHU VDWLVIDFWLRQ
of the company and its product. Increased interaction with the market and clients, thus

improve quality, give higher customer satisfaction DQG LPSURYH SHUIRUPDQFH -

Likewise, offer ing services positively affected the organizational learning curve, increased

organizational knowledge, improved its innovation capability, and enhanced organizational

IOH[LELOLW\ DQG DGDSWDELOLW\ )RU H[DPSOH UHVSRQGHQW 0 P H
experience has improved the company's ability to adapt; it is more creative and there is

PRUH OHDUQLQJ ~ ,PSURYLQJ WKH ILQDQFLDO UHYHQXH ZDV DQRWKHL
VHUYLFHV $FFRUGLQJ WR UHVSRQGHQW / RITHULQJ VafdaedandV 3, QFUF
DFKLHYHVY D EHWWHU LQFRPH IRU WKH FRPSDQ\ ~

Finding number 17: Offering services becomes a foundation of competitive advantage,
adds value for customers, creates additional revenue and enhances the organizational

learning curve.

4.6.2.8 Th e Paradox of offering services
Analysing the data revealed a new service paradox in realty projects that might arise from
service provision strategy, as the strategy does not deliver the expected outcomes in the
short term. The competitive advantage parad ox as a short -term paradox is applicable to
project -based businesses. Offering services is expected to enhance project competitive
advantage, attract customers, increase sales and create a new revenue stream. According
to respondent TDO5 services were offe UHG WR 35DLVH WKH SURGXFW TXDOLW\
VXSSRUWY SURGXFW PDUNHWLQJ DQG WR PDLQWDLQV DQ DSSURSULI
However, offering services decreases the organizational performance. According to
UHVSRQGHQW 7& 3$W W K Hhad &lad @Qripdc) The £ast, the time and the efforts
increase, but, at the end of the day the customers of many of the projects supported the
FRPSDQ\ GXULQJ GLIILFXOW WLPHV" 5HVSRQGHQW 7& PHQWLRQHG
customers has caused confu sion in the work processes in some departments in the

FRPSDQ\’

Finding number 18: The companies confronted implementation issues of a service
SURYLVLRQ VWUDWHI\ E\ ZKLFK WKH FRPSDQ\TV FRPSHWLWLYH DGYDQ!

the short -term.
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4. 6.3 Section summary

The above section presented the results of the Delphi first round data analysis. The data

were collected from forty

drove the type of data collected and the subsequent data a

-two participants via email interview. Fundamental objectives

nalysis process. The Exploratory

function, general understanding, and gaining common knowledge were the main objectives

of this round. A broader view of servitization was developed to clear the path for a more in

depth study. In this stage different themes

were identified such as the different perceptions

of servitization; the motivations behind servitization; the factors influencing the design of

services; the challenges of servitization; the requirements of servitization; the optimum

level of services to

RXWFRPH RI

be offered ; the outcome of servitization and the service paradox. The
WKLV VWDJH ZDV YHULILHG ZLWK WKH FRPSDQLHV LQ WKH

answers were also aligned with outputs of the previous stage and several findings were

confirme d as shown in Table (4

-17) below.

Table 4-17: Linking the Results of Secondary Data Analysis to the Delphi first

Round

Secondary data analysis

Delphi Round one

Service is a complementary element

of a project’'s market proposition.

Findings 8 : Offering services becomes an essential

element of a building project

Internal and external information

sources were used to develop new

For instance, respondent LO6 mentioned, company's

executive management, international projects and

providing services

services customers were the sources of ideas to develop new
services.
Hybrid facility arrangements for | For instance, respondent TCO1 mentioned that the

company hired professionals to provide services.

Other services were offered through external

arrangements. Respondent M12 mentioned that the

company outsources some other services

The ambiguity of service costs

For instance, respondent TCO04 mentioned, that

estimating cost accurately was one of the main

challenges of service provision

In the next section, the result of analysing the collected data through the Delphi second

round data will be presented.
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4.7 Delphi Round  #2

The second round involved six main questions and one sub -question forming the semi -
structured interview. The questions were designed as a mean individual discussion, aimed
at gaining more clarification and in -depth understanding. These questions were developed
to reconstructed different events related to the servitization strategy; to find significant
information; to fills in gaps of exist ing information; to investigate the findings that emerged
from other sources; and to confirm these findings or reconstruct them accordingly. Each
interview was conducted personally by advanced technology. In each interview the
recapitulation of research ob  jectives, research process, initial findings and debate were
briefed to each respondent. The discussion was the main theme of these interviews, by

which different perspectives, opinions and initial findings were discussed. This discussion

mode generated a  deeper level of information.

This round involved interview with 23 respondents, 15 of those answered the questions in

the first round and eight of them were not. Most of those who only participated in the

second round were from marketing and sales depart PHQWY VR WKH\ FRXOG 3UHSUHV
FXVWRPHUYV YRLFH ,Q DGGLWLRQ WKLV URXQG ZDV RULHQWHG PRU
individuals who have influence over the decision making process. 13 respondents were from

the top management level, 8 from the middle | evel, one sales officer and one sales agent. A

reference number was given to link the interview to the respondents as shown in table (4 -

18) below. This symbol included a number from one to twenty -three and a letter referring

WR WKH UHVSRQGHQWR®Q ZRKUWNUBRVL®WIDQG 3 ZHUH XVHG WR LQGLFDW
executive management, the subsidiary executive management and the project manager or

executive team.
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Table 4-18: The Characteristics of respondents who

participated in round two

Ref Respondent title Company || Ref. Respondent title Company
1/H Chairman office HC 13/5 Senior Strategic Subsidiary
manager Planner
CFOQO (Chief Senior Strategic -
2/H Financial Officer) HC 14/S Planner Subsidiary
Deputy CEOQ for Senior Marketing -
3/H Industrial Investment HC 15/5 consultant Subsidiary
Deputy CEO for
4/H Marketing and Sales | HC 16/S | Sales Officer Subsidiary
Affairs
Projects executive Public Relationship -
5/H Director HC 17/s Manager Subsidiary
6/H | IT Director HC 18/ | Subsidiary Company | o\ iiary
Manager
7/H Business development HC 19/5 Logistic & Admin. Subsidiary
Manager Manager
8/H Marketing Director HC 20/S | Sales agent Private firm
9/H Sales Director HC 21/P | Project manager Project
Purchasing and logistic . .
10/H Director HC 22/P | Quality Manager Project
11/s Projects” KPIs manager Subsidiary || 23/P | Project manager Project
12/S | Financial Manager Subsidiary

4.7.1 Data Analysis

To make sense of the collected data, (Braun &
7TKHPDWLF $QDO\VLV LV 3D PHWKRG

ZDV

XVHG

WKHPHV ZLWKLQ G RVCRrke, 200 XE).

4.7.1.1 Data Familiarization

All the interviews were recorded and

transcribed for analysis.

Clarke, 2006) the thematic analysis approach

IRU LGHQWLI\LQJ DQDO

First of all, the researcher

listened to the record of each interview to make sure that all the data had been recorded,

and was understandable, and clear. Then, a reference number was given to link the

interviews to the responden

ts. This symbol included a number from one to twenty three and

D OHWWHU UHIHUULQJ WR WKH UHVSRQGHQWYV SRVLWLRQ ZKHUH + 6

of employee i.e. HC executive managers, the subsidiary executive managers and the project

managers

(See Table 4 -15 above). Each interview was then transcribed using Microsoft

Word 2010 after it was listened to several times. The listening and transcription processes

helped the researcher to become more familiar with the data and what it entailed. Durin g

the process, hand notes were taken with specific attention being paid to patterns and ideas.

Also, at this stage the analysis process was orientated toward identifying any differences
DPRQJ SDUWLFLSDQWVY SURILOHVY WR GHWHUPBQH WKH GLUHFWLRQ RI

4.7.1.2 Generation of Initial Codes

From the previous stage, the initial analytical interest was developed. Data analysis was

RULHQWDWHG WRZDUG FRQILIJXULQJ
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provision strategy. This interest was ¢ arried out by finding the compatibility and contrasts

among the different viewpoints to develop operational activities that are consistent with

long -term strategic intentions of a servitization strategy to contribute to competitive

advantage. Based on this analytical interest, the analysis process was undertaken question

E\ TXHVWLRQ (DFK TXHVWLRQ Y VtweryV-hree ilddppideiKvirhs read and re -
read several times. The important data within the answers were marked. Implicit and

implied meanings we re written in the margins. These labelled passages and data were

linked together to form initial codes based on a conceptual and linguistic meaning. Table (4-

19) below provides an example of the initial coding development process.
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Table 4-19 : An Example of the Initial Coding Development Process

Interviewer: Could you perceive providing services integrated to products as a viable business

option?

Respondents Text Initial code Sub-code
Adding services becomes a necessary strategy in the attract customers
field of real estate development industry. These
services attract customers and add value and spint o add  walue and
the product, on which customers can distinguish spirit to the
between the existing projects on the market. Az a product
real estate developer, It became that you cannot ——

. distinguizh
only sell the product to the customer and ends your Adding N
I . L . ) betwieen existing
responsibilities. With the complexities of life services i
" . . projects
additional services became important and should becomes a
) you cannot only
began to be added to the project to help meet more necessary I th r
Respondent ; ) - zell the product to
demanding customer needs. For instance, a | strategy inthe
5iH . . ' the customer and
maintenance problem at home could be a big | field of real and our
proeblem, howewver if we as a developers provide actate L ¥
. . i . responsibilities
maintenance services, it will become a smaller | development Coet
problem for the owner, invelving just one phone call industry. 5EI|Jti5I|::}:1|:E:}n
to the facility management dept. The problem will be
solved within hours and at less cost. We are the
company which builds the house, we knows what we
do and how to do it. Therefore, now customers often
prefer living in a house integrated with the provision
of after zales zervices.
Providing service is wery important, because when encouraging  the
vou do real estate and sell real estate, one of the client
maost impertant things is to do the service both people nead
before the zale and after the sale. Before the zale attention
services encourages the client or the investors to buy it is not only about
a cretin real estate, like an apartment or villa. Those the price of a villa
people need attention; they need to give them the or sguare metre
proper attention, because at the end of the day, it is price of the
not only about the price of villa or the price of the Providing apartment
REEF"SII”"E'E”t sguare meter or the price of the apartment or of the | capvice is very | give them trust
IH living space. Those people are investing in you which important, the follow-up. vou
mean they have to be able to trust you. . you have to have to Ell:'r;E':-r.rer
give them the follovi-up, you have to answer their -

X ] . their concerns
concerns, you have to provide all reguired services - that Tl
that will encourage them to keep the deal and services that wi

L encourage them to
become a customer and also get their friends to buy
keep a deal
from you .
and encourage
their friends to buy
also
Service is becoming wery important. The real estate new ideas and new
development companies not only in Jordan, but on strategies
the level of real estate development companies —
. . distinct from other
throughout the region have to come up with new .
. . . companies
ideas and new strategies and services that
distinguish them from individual companies and market success
change the real estate development industry from L
Respondent | focusing on time and quality to provide services. In Service is
P g g Y P - becnming warny Added value
8/H fact, thiz new concept of real estate development i | it
- important. gleme
started as a contrary to the nature of the existing
method of developing real estate projects in Jordan Customer
and indeed this was the reason for the market satisfaction
success. The Real estate development companies
have to attract customers and convince them that
they will get more and full satisfaction compared to
the value that they paid
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4.7.1.3 Themes Searching

The initial codes were gathered and classified into more advanced codes and organized in

wide groups with a similar meaning. These advanced codes and groups were reviewed and
integrated into main focused themes that meaningfully expressed the designated codes.

Table (4-20) below provides an example of the final coding development process.

Table 4-20 : An Example of the Final Coding Development Process

Initial Codes: Why providing services becomes very important for real Final Code
estate development industry?
Add value and spirit to the product
Added value element

encouraging the client Added Value element
Attract customers

It is not anly about the price of villa ar the price of the square metres or the
price of the apartment

Mew ideas and new strategies Innavation thinking

Customer satisfaction ] )
People need attention Customer satisfaction

Customer satisfaction

The follow-up, you have to answer customer concerns

Give them trust

You cannot only sell the produd to the customerand end your responsibilities
Services that will encourage them to keep the deal

Customer Trust

Also get their friends to buy Marketing Tools
Market success
Distinguish between existing projects Competitive advantage

Distinguish from other companies

4.7.1.4 Reviewing Themes

Codes, groups, initial themes and core themes were reviewed, looking at how the data were

originally assigned. In this stage the data allocated to each theme were reviewed and
improved. At this time, some themes were merged with others whilst other themes were

divided. Also, some of the identified themes were verified by peer review.

4.7.1.5 Developing Categories
Accordingly, final themes were constructed an d re -ordered into new categories based on
determining the aspects of each theme. At this stage, the data analysis process reviewed all
the findings and how these findings emerged to make sure that those findings were
coherent and consistent and able to del iver the whole picture. Accordingly, in this stage the
data analysis identified four main themes, with each theme including a number of relevant
sub -themes.

1- The prominence of the servitization strategy in real estate development

2- The characteristics of the strategic decision to servitize

3- Managing Servitization Change

4- Servitization Quality Control System
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Figure (4 -17) below provides an example of linking the sub -code to main code and

developing main category

Figure 4-17 : An Example of linking the sub -code to main code and developing main
category
Initial Code Main Code Main Category
Add value and spirit to the product
Added value element
e Rract customers | —>

It is not only about the price of villa orthe price ofthe
sqguare metres or the price of the apartment

Attract Customer

Customer satisfaction

People need attention | __~, Satisfy Customer Offering
Customer satisfaction services is very
important for
The follow-up, you have to answer customer concerns real estate
Give them trust 7

development

You cannot only sell the product to the customer and end |——=| Gain Customer Trust industry

Your responsibilities
Services that will encourage them to keep the deal

Also get their friends to buy %| Marketing Tool |
Market success

Distinguish from other companies

| New ideas and new strategies | —{ Innovation Thinking |

The process of code identification and some of the identified themes were verified by peer
review. Furthermore, these themes were verified with the case studies representatives and

research participants.

4.7.1.6 Defining concepts

The core themes were  demonstrated to reflect the research questions. In this context, the

four main themes were addressed in different sections. Each of these sections discusses the

theme development process and its underlying sub -themes. Several evidences from the
respondents 1 RULJLQDO DQVZHUV ZHUH XVHG

4.7.2 Initial Data Analysis

7KH VHFRQG URXQG RI '"HOSKL LQYROYHG GLIITHUHQW UHVSRQGHQWVY
explored in the initial stage of data analysis to highlight any differences between

respondents who partici  pated in the first round and those who did not; respondents from

executive management and those from middle management; and between respondents with
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a business perspective and others from a project management perspective. Generally, the
data analysis indic ated that there are no substantial differences among the above -
mentioned groups, which significantly affect the development of consensus knowledge or

the adoption of a servitization strategy by the real estate development industry.

4.7.2.1 The viewpoints of respondents who participated in the first
round and those who did not

The process begins with respondents who participated in both rounds and who only

participated in the second round. There were no significant differences between those two

types of res pondents regarding the servitization strategy and service provision practices. In

fact, their views are compatible with each other and with the output of the previous stage,

as they emphasised the importance of the service element and project operations

ma nagement to the real estate development industry. For example, respondent 8/H added

DGGHG 321 l1HULQJ WDLORUHG VHUYLFHV HQKDQFHV FRPSDQ\ LPDJH |
5BUHVSRQGHQW + DGGHG 321IHULQJ VHUYLFHY LV D PDUNHWLRQJ WRRC
VKDULQJ DQG H[FKDQJLQJ H[SHULHQFHVY EHWZHHQ SHRSOH" 5HVSRQGH
services concept has become widely prevalent even in small real estate projects, where you

could see an apartment building topped with a lush garden with a small area for barbecues.

7KLV UHSOLFDWHYVY DQ LQWHUQDO SDUN IRU UHVLGHQWYVY" 5HVSRQGH
people are not only looking for a prime location and good architectural design, but also they

want a safe place for children to play, a safe parking area and a reliable maintenance

VHUYLFHV ™ 72K $hélvs the main themes in this stage, where all respondents agreed.

Table 4-21: Respondents who patrticipated in the first round and who did not

Aspect Opinion
Service Dimension Essential element
service provision practices Starting from customers and based on careful planning
Service strategic decision Directional decision linked to the project strategy
Managing servitization change Balancing the focus between project and services

4.7.2.2 The Viewpoints of Top and Middle Management
Although the second round was mainly oriented toward decision maker, it involved two
management levels. Accordingly, the data analysis looked at different viewpoints of
respondents from top management compared to those from the middle. The data analysis
also indicated, there were no significant differences affecting the adoption of a servitization
strategy. The collected data inferred that the respondents from the top level look at services
provision from a long -term perspective, whereas the view of respondents from the middle

level is narrower. Table (4  -22) summarizes these perspectives.
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Table 4-22:Top -level management and middle level management viewpoints
Top level Middle Level

strategic directions and long-
range vision
Increase synergy and Reduce

Organizational focus Customer Satisfaction

Balancin service
. 9 , . complexity between project | More productivity through
provision with project . . . i .
and services for more business | coordination and collaboration
management

SuUCcess

Added-value to th t
Market  requirements  and ed-value Lo the customer

Service Dimension flexibility offering which helps
Competitive strategy Y , g P
the sale of units

4.7.2.3 The point views of Business executive management and
project management team

Also, the second round involved respondents who would have more of a business
perspective and others more of a project management perspective as shown in table (4 -23)
below. In addition, there were no substantial differences among respondents to affect
significantly ~ the adoption of a servitization strategy or service provision activities.
Respondents from a project management perspective focused more on the operations and

achiev ing project objectives; whereas those with a business perspective focussed on both

service and the project to deliver business success. Still, aligning project operations and

service activities was agreed as important by all respondents, irrespective of th eir roles.
Table 4-23: Business executive management and the viewpoints of project
rpanagement team
Business perspective Project Management
Organizational focus Business strategic objectives Project objectives
Offering services is very
Offeri i i
Service Dimension important for both the enng services 'S very

important for the customers
company and the customers

Practices manipulation, Where
employees have to understand
service provision strategy | that offering service becomes a
complementary element of the

Services manipulation, Where
executive managers have to
effectively align services with the
project scope

project
service provision process | Collective responsibility and an
and dealing with | integration process across all | Sales and Marketing department
customers departments

4.7.3 The prominence  of a servitization strategy in real estate
Respondents agreed that the business environment requires a new way of thinking and
offering more value to customers is one of the ways to do this. The necessity of providing
services was the main theme that emerged from the data. The data analysis gave an insight
LOWR GLIIHUHQW WUHQGY UHODWHG WR VHUYLWL]DWLRQ IURP

perspective, respondents argued that offering services is important for customers, yet,
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services increased project time and cost and disturbed the project works. For instance,

respondent 21/P VDLG 36HUYLFHV GHILQLWHO\ DUH LPSRUWDQW IRU FXVWR
VHUYLFHV HDFK XQLW ZLWKLQ WKH SURMHFW WXUQHG RXW WR EHF
5HVSRQGHQW + DUJXHV 3ZH FDQYW SURGXFNM ¥XROWVDQ&DAH ZAHD PV C
services that lead to a loss. Offering services is essential for realty business; however, it

QHHGY WR EH UHODWHG WR WKH FXVWRPHUVY QHHGY DQG ILW ZLWK RL
strategic management and marketing perspec tive, the respondents argued that with fierce

market competition, we have to offer more and more services to differentiate ourselves

from competitors. Respondent 20/S DUJXHV 37RGD\ WKH KRXVLQJ EXVLQHVV LQ -R
NQRZQ DV D MRE IRU WKRMkKe pisROfRRQ $ervices is the differentiation
FKDUDFWHULVWLF WKDW VXSSRUWV FRPSHWLWLYH DGYDQWDJH DQG
5HVSRQGHQW + DUJXHG 32IIHULQJ VHUYLFH LV WKH QHZ FRQFHSW LQ
which companies have to co me up with new ideas to distinguish themselves from what

DOUHDG\ H[LVWV LQ WKH ORFDO PDUNHW ~ *HQHUDOO\ WKH GDWD LQ
among respondents that offering services integrated to the product is considered

indispensible and strategic  ally essential for real estate development companies. Service is

RITHUHG WR DGG FXVWRPHU YDOXH DQG JDLQ FRPSHWLWLYH DGYDQWLCL
the core of the service provision regardless of services or products on offer. However,

offering service is a more logical move for the real estate developer for several reasons.

These reasons were collected and summarized according to the respondents in table (4 -24)

below.

Table 4-24: The characteristics of ser
estate projects

vices making them more attractive in real
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= Services are considered the vital part of the value added that

Added Value .
customer perceived.
element _
Services add value for custormer and attract custormners
) Services offer more opportunities for innovations and developing
Innovation L. .
o distinguishing ideas.
Thinking _ i ___ i
Services offer the realty business maore flexibility in their offers.
Growth Services are an important strategic decision for future growth in
opportunity projects based business.
Customer Service offers a customized option for customers

satisfaction

Offering service satisfies customers

Custormer Trust

Services become a part of real estate developer responsibilities
Services assure customer, add confidence and encourage
customer-buying decision.

Marketing Tools

Services gives the company the opportunity to demonstrate the
importance of the customers and reinforce the buyer
Services clear the project portrayal and enhance project
branding.

Competitive
advantage

Service creates a competitive edge distinguishing the real estate

offering in the market




Finding number 19: Service becomes an essential element of a successful real estate

project and marketing tool to offer more value to customer

4.7.4 The characteristics of the strategic decision to servitize
Data indicated that the companies realized that adopting marketing orientated and
customer approach led to better performance in the market place. According to respondent
+ B32UJDQL]JDWLRQV KDYH WR FRQWLQXRXVON dl RaasRihethdd @G GHYHOTF

tangible products or intangible services, and they need to focus strategic priorities on

FXVWRPHUV =~ &RUUHVSRQGLQJO\ WKH FRPSDQLHV UHDOL]J]HG WKDW FX
marketing orientation strategy and there is a clear i nterdependency between offering

VHUYLFHVY DQG FXVWRPHU VDWLVIDFWLRQ )RU LQVWDQFH UHVSRQGH
estate development is turning into a service sector; we are not selling a piece of land,

bricks, cement and steel anymore; we are selli QJ YDOXH IRU RXU FXVWRPHUV ~ 7
showed that, a servitization strategy was a central strategic decision that governed the
RUJDQL]DWLRQYYVY JHQHUDO GLUHFWLRQ )URP WKLV LW VHW RUJDQL]I
and principals , which become oriente d toward marketing and created superior customer

YDOXHV )RU H[DPSOH UHVSRQGHQW + PHQWLRQHGhatseR/XeisDYH WR \
an important element, because you have more projects and more vendors, more

apartments and more real estate to sell | ater on. As a development company if you gave the

implication that your main interest is in the services and in customer satisfaction your

SURMHFW DQG \RXU IXWXUH SURMHFWY ZLOO EH VXFFHVVIXO ~ $OVR D
the entire organizat ion and the operational process. According to respondent (2/H),
S6WUDWHJIJLFDOO\ « LW KDV DQ LPSOLFDWLRQ RQ WKH GHVLJQ LW KDV
WKH FRQWUDFW DQG LQ WKH zZD\ \RX VHOO \RXU SURGXFWYV ~

IHYHUWKHOHVY D SURMHFW faualiyFaoe Gode Hare FeRsémtial elements to

PD[LPLVH WKH SRWHQWLDO RI WKDW SURMHFW{V VXFFHVV $FFRUGLQ
VDWLVIDFWLRQ LV D UHVXOW RI IRFXVLQJ RQ SURMHFW FRQVWUDLQW)\
data indicates that a project management approach should be introduced to steer and

influence the project managers to work with certain practices, to improve the likelihood of

project success, by clearly defining the scope, objective and outcomes. In addition,

responsibilities and acc  ountabilities and setting the control system over the project activities

QHHG WR EH HVWDEOLVKHG )RU H[DPSOH UHVSRQGHQW + PDLQWDL
evolve around the service concept. Still, the board of directors should set a clear map for

the pro MHFW SURMHFW WDVN SURMHFW RXWFRPH DQG UHVSRQVLELOL\
LOQWHJUDWHG WR WKH SURGXFW VKRXOG EH FRQVLGHUHG DW DQ

GHYHORSPHQW )RU LQVWDQFH UHVSRQGHQW 6 PDLQWDLQHG 37KL
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and, | think service is becoming the key factor and it should be taken into account at the

VWDUW RI WKH SODQ DORQJ ZLWK WKH FRVW DQG LPSOHPHQWDWLRQ °

Finding number 20: VHUYLWL]DWLRQ LV FRQVLGHUHG DV DQ RUJDQLVDW
decision that nee ds careful planning. Servitization has a clear intention toward consumer

orientation and should be addressed at the corporate strategy level. Although offering

VHUYLFHV VXSSRUWYVY WKH SURMHFW{V GLIIHUHQWLDWLRQ VWUDWHJ\
charac WHULVWLFVY D SURMHFWYV VFKHGXOH FRVW TXDOLW\ DQG VFRSH
PD[LPLVH WKH SURMHFWVY VXFIBH \lustratek JtkdJ Helationship between

servitization strategy as a directional strategy and others strategic levels withi n the

organization.

Figure 4-18: Servitization Strategic Decision Level

Servitization Strategy for
Customer Excellence

Strategies for Competitive Advantage

Project Operations Management for Operational Excellence

4.7.5 Managing Servitization Change

Data indicated that being customer centric is a significantly important approach for real

HVWDWH GHYHORSPHQW RUJDQL]JDWLRQV )RU LQVWDQFH UHVSRQG!
development is a life time experience for the buyers, buying a house is a decision that often

obvwyv D OLIH WLPH « $vV D GHYHORSHU \RX DUH HLWKHU SURWHFWLQ
UHDOO\ RXJKW WR WDNH FDUH RI \RXU FXVWRPHUV 3 ORUHRYHU UH\
customers do not have the skills, experience, tools, and knowl edge compared with

professional companies in terms of product building and innovation. Still, the respondents

argued that offering services is challenging and having a focus only on service orientation

and customer satisfaction will disturb the project and cause project failure. For example,
UHVSRQGHQW 6 VDLG B3&XVWRPHUVY QHHGV VKRXOG EH GHILQHG
SURMHFW « &XVWRPHU VDWLVIDFWLRQ LV D PXVW DFWXDOO\ EXW XS
KDV WR VWRS « ,W ZLOO Gtlif¢ ty¥& WwildeHats theRpkbjedE from the original

SODQ DQG LW PLJKW EHFRPH D IDLOHG SURMHFW "~ ) XUWKHUPRUH UHV
UHODWLRQVKLS EHWZHHQ FXVWRPHUYYVY RULHQWDWLRQ DQG SURMHFW |
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time, and cost is indispensible, as customers are not satisfied with low quality and high cost
products. Customers should be added to the three project constraints of quality, time, and
FRVW’

Generally, respondents emphasized that considering both project orientation and customer

orientation by balancing the focus between customers and projects as a more desirable way

of addressing customers changing attitudes and needs. At the same time this leaves time

for effective operation by which companies achieve customer satis faction. For example,
UHVSRQGHQW + PHOQWLRQHG 33URMHFW TXDOLWLHY DUH HYROYHG
IRFXV LV PRUH SUHIHUDEOH LQ UHDO HVWDWH GHYHORSPHQW ~ 61
PHQWLRQHG 3<RX QHHG WR EDODQFH ERWK « fElHFDX&kEeetVthed SURMHF
EXGIJHW RU WKH WLPLQJ 7KH GDWD DQDO\WLV SRLQWHG RXW VHYHL
realty companies to achieve the required balance between customer orientation and project

orientation.

Within the data, respondents point to several techniques to balance provision of services,

customer orientation, and project operations management. For instance, this can be by

taking advantage of new technology and computer -based methods as a powerful source to

carry out the service strategy. $FFRUGLQJ WR UHVSRQGHQW 6 3&RPSDQLI
technologies, can enhance processing in a way that they can provide integrated services

ZLWKRXW KDYLQJ D VLIJQLILFDQW HIIHFW RQ WKH SURMHFW WLPH DQG
organizational culture ha s to be adjusted around customer needs when providing services

and effective project management tools is a primary means to meet those needs. According

WR UHVSRQGHQW 6 3% 3URMHFW LV RXU FDSLWDO LQYHVWPHQW W
customers are our SURILWY WKDW ZH QHHG WR JDLQ DQG PDLQWDLQ ~ $C
customer relationship management to a specific unit or department needs to be in place for

managing communication and coordinating activities of services and customers and project

manage ment. For instance, respondent (6/H) indicated that to reduce resistance to change

DQG IRU HPSOR\HHV WR DFFHSW FKDQJH 3WKH FRPSDQ\ VKRXOG HV
VHUYLFH SURYLVLRQ " ORUHRYHU D VWUDWHJILF PDQDJHPHQWNSODQQL
execution, direction and transformation must consider the service elements from the

EHJLQQLQJ )RU LQVWDQFH UHVSRQGHQW 6 VDLG 3, WKLQN WKLYV
services from the beginning and to plan it from the beginning. When we start our project we

need to plan for service provision at the beginning so that time and cost and all limitations

FDQ EH EXLOW LQWR WKH SURMHFW « WKH SURMHFW VFRSH VKRXOG
services you are providing. In this case you are creating the balance between providing the

services whilst having considered the services, the time and the cost. Finally, developing a
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set of rules and procedures to allow for more controllable changes and modifications from

the customer within an acceptable budg HW DQG WLPHIUDPH WKDW QRW DIIHFWLQ
VXFFHVV FULWHULD )RU LQVWDQFH UHVSRQGHQW 6 VDLG 3<RX KI
rules and regulations and pre -SUHSDUHG IRUPV ~ 7KHVH UHFRPPHQGDWLRQV DU
table (4 -25) below.

Table 4-25: Balancing the organizational focus between service orientation and
project operations management
Computer based method provides fast and high quality information. The

Advanced

advantage of fast data collecting and analysis from wide sources support
Technology

organizational decisions.

Combining services orientation with project operations management
Dual business leads to better performance. Where offering services contributes to
focus organizational competitive advantage, and project operations

management contributes to successful organizational performance,

introducing a customer focussed department to manage customer
Customer focus
relations and coordinate internal communications across all activities

Developing an explicit link between the servitization strategy and project
Strategic link operations management that supports both service provision and project

operations

An integration system, that brings together the rigidity of project
Control system
management and the flexibility of offering services,_

Finding number 21: In real estate development projects, a better balance between

customer approach and project management is more desirable. It will lead to more success.

4.7.6 Servitization Quality Control System
In terms of quality control and evaluation criteria of a service strategy, the participants
indicate that the customer is the important element in this system. According to respondent

6 37KH HYDOXDWLRQ V\VWHP LV D SURFHVV WKDW VWDUWV IURP
FXVWRPHUV"™ 7KXV WKH FRQW U R@vetritena eRatad KoRedsi@erLs@tigfaction
DQG LQWHUDFWLRQ )RU H[DPSOH UHVSRQGHQW 3 DUJXHG 3,1 \RX :
you must concentrate more on humans and seek the sequence of the interaction with the
customers that may involve dealing RQ D RQH WR RQH EDVLVY DW WLPHV « 7KLV |
PRUH DWWHQWLRQ WR EHKDYLRXU DQG VNLOOV RI WKH FXUUHQW ZRUI
this system should fit with the nature of the project. Respondent 6/H argued , 37TKHUH LV

substantial diff erence between service and project, as the project ends at a certain point,
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but providing services can continue for many years. This re
differ within three constraints (time, cost and scope) and be more geared to project qu
ULVN DQG UHVRXUFHV ~
WR ERWK SURGXFW DQG FXVWRPHU

PHDVXUDEOH

The data analysis deduced general criteria that described

system. The system should involve criteria regarding customer interaction.

-iterates the project KPIs should
ality,
5HVSRQGHQW
‘KHUH UHVSRQGHQW

the project and service evaluation

This system

should be flexible to help companies to adapt and adopt different procedures and schemes

in term of what sort of services are offere

d while at the same time they should be control

mechanisms built into the system. The system is developed based on reasonable objectives

able to be measured and achieved, which also should have an affective feedback channel to

learn more from customers. Th

e system should promote employee empowerment for fast

decision -making and problem solving. The system must be continuously assessed against

the criteria. Finally, a separate service quality control department purely for dealing with

quality is preferable,
in table (4 -26) below.

taking into account cost consideration. These criteria are summarized

Table 4-26: The Characteristics of product and services quality control system

Customer
Relationship

The systermn is expected to manage the interaction between the
organisation and its customers effectively and fruitfully.

System Flexibility

The system is adaptable to change based on different quality
criteria and requirements

Reasonable
Objectives

The system is designed to provide a reasonable assurance to
achieve service provision and the project's objectives

Feedback Channels

The system has the ability to receive different feedback from
different resources and act accordingly

The ability to select a logical choice of services from different

;E;Sl:ing Decision available options that positively affect customer satisfaction and
project operations

Employee The process of sharing knowledge a.nq.in.farmatinn, by which the
employees have the power to take initiative, solve problems and

Empowerment

make decisions to improve services and business performance

Interpersonal Skills

The set of skills and abilities enabling employees to interact
effectively, properly and positively with customers

System Evaluation

The system is examined and improved continuously

Department

A Quality Control

A quality control function that supports the development of project
and services systematically
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Finding number 22: Offering serv ices integrated to the project requires a set of

procedures to ensure that the performance adheres to a defined set of quality criteria

related to effective project management, customer relations and customer needs.

4.7 .7 Developing  Consensus Knowledge

The Delphi study was conducted to achieve category saturation and develop a mutual

agreement from multiple viewpoints regarding service provision practices in realty projects.

The study followed different procedures both at the time of analysis and after. Several

indicators point to the development of consensus knowledge such as respondents words,

post rounds and iterations process. More important the data analysis was geared to

realizing whether consensus knowledge had been achieved by linking the output of the first

round and those of the second. The first round of Delphi involved 42 interviews, by which

11 findings were concluded from the data, summarized in table (4 -27) below.

Table 4-27:Summary of key findings from Delphi first round

01.

Offering services becomes an essential element in realty projects. It facilitates
product development, adds more customer wvalue, and creates competitive
advantage.

02.

Companies tended to offer different types and levels of services for a combination of
strategic, marketing, innovative and financial reasons.

03.

Combinations of external and internal factors are considered for designing effective
service provision. Generally, each added service should be well designed and fit
within a specific market segment, customers’ need, organizational circumstance and
project design.

04.

When services are integrated to the project several challenges are encountered.
Managing service offering is the greatest challenge, as organizations must plan,
design, organize and execute the optimal level of service to create more value for
customers and reduce the variety of different customers’ needs.

05.

Offering services requires an organizational structure that has both characteristics of
flat and hierarchical structures with a more organic structure orientation.

06.

Providing services requires developing two sets of organizational capabilities; the
proactive capabilities to be developed before offering services and reactive
capabilities that need to be developed gradually.

07.

Offering services alters the operational process. The new process should be clearly
defined, flexible and have the ability to deal with more customer interaction and
involvement

08.

Servitization strategy requires an organizational culture that suits service provision.

09.

Companies tend to offer various forms of servitization. Ranging from basic services to
advanced services yet more advanced services and full system solutions.

10.

Offering services become a foundation of a company’s competitive advantage, added-
value to customer and enhancing organizational learning curve.

11.

The companies confronted implementation issues of a service provision strategy, by
which the company competitive advantage temporarily decreased in the short-term.

The second round of Delphi involved 23 interviews, by which four main findings were

concluded and summarized in table (4 -28) below.
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Table 4-28: Summary of key findings from Delphi second round

01. Service becomes an essential element of a successful real estate project and
organizational marketing proposition to offer more value to customer

02. Servitization is considered as a rational strategic decision consisting of careful
planning but capable of adaptation and fast reactions.

03. In real estate development projects, the balance between the customer approach
and project management approach is more desirable and will lead to more success

04. Offering services integrated to the project requires a set of procedures to ensure
that the performance adheres to a defined set of quality criteria related to
effective project management and customer relations.

7TKHVH RXWSXWV IURP Y4 bBind BCoBK L fiodinds were linked together, looking at

consistent and inconsistent points, as well the points that added extra value as shown in
table (4 -29) below.
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Tab le 4-29: Linking Delphi Fi

r st Round and Delphi Second Round outputs

Delphi Frist Round

Delphi Second Round

Respondents approached service
provision and services expansion
from wvarious perspectives. Still, the
majority of respondents considered
service is an essential element of a
company’s compefitive advantage

Offering service is an essential
element of E| company’s
competitive advantage

Services offer more opportunities

Offering for innovations and developing
Service Offering service  becomes  an d|5t|r!gmsh|ng ideas.
perception : . Services are a part of a real estate
essential element of  building ; I
; - developer’s responsibilities.
projects. It  facilitates  product . ; :
Services are considered the wvital
development, adds more wvalue for ¢ of th ved val dded
customers, and creates project Ear Ot € percelved value adde
competitive advantage. y customers. :
Services are an important strateqgic
decision for future growth in
project based businesses.
Drivers of Companies tended to offer different
service types and levels of services for a | Innovation thinking, Market
rovision combination of strategic, marketing, | positioning, and differentiation.
P innowvative and financial reasons.
long term success  through
Service Seling more units and attracting | understanding the new concept of
Dimension more customers building projects
Participant Careful planning of both services and | Strategic planning and balancing
focus project both service and project

Service design

Service design is customer driven.
The Offered services must be
considered in the earlier stage of
project development and be
systematically incorporated into the
overall project.

The process of offering services
starts from customer needs. The
Offered services must be
considered in the stage of project
development and systematically
incorporated as a part of the
overall project.

Critical success
factors

Careful planning and an effective
services design

Understanding the mutual
relationship between the success
of service provided and the
success of the project overall

The extent of
offering
Services

Customers’ needs , Market
conditions & Competitors’ actions

Gaining customer trust, &
Influencing customer long- term
purchasing decisions

Organizational
Culture

A greater level of customer focus
{Few answers)

Balancing the focus on both
customer needs and project
management

The expected
outcome

Organizational competitive
advantage

Organizational long term
competitive advantage

From table (4 -29) above, it is noticeable that there is a mutual agreement toward the

importance of the service element and the imperativ
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construction projects. Actually, this importance of service provision is more profound in the

second round where services are expected to develop overall sustainable competitive
advantage rather than just project competitive a
WR WKH FRPSDQ\ LPDJH DQG FXVWRPHU WUXVW WR LQIOXHQFH

decisions of long -lived assets. Nevertheless, in order to successfully deliver the project as

dvantage. Here, service provision is linked

well as successfully provide servic es, the respondents in the second round emphasized the
strategic management alignment and balancing both service provision and project

management operations. This consensus knowledge evolved from the Delphi process is

FXVYV

summarized in table (4

-30) below.

Table 4-30: Consensus knowledge evolved from the Delphi process

Offering Service

perception

Service becomes an essential element of successful real estate

project.

Service Dimension

The key motivation for Offering services creates organizational

sustainable competitive advantage

Service Element

The key expectation from offering service was stated as an added

value to the customer

Offering services

Strategic decision

Servitization is a directional strategy that needs to be linked and fully

integrated into the whole organization and its functions

Organizational

focus

Strategic planning and need to balance both provision of services and

project operations management

The extent of

offering services

Offering service is essential to meet customers’ needs , gain

customer trust, & influence customer long-term purchasing decisions

Servitization

requirements

Offering service requires a set of changes and procedures to ensure

the success of both project and services

Offering services

practise

Effectively co-ordinate the activities of providing services and project

management

4.7 .8 Section

summary

The above section presented the results of the second round data analysis. The data were
collected from the twenty -WKUHH SDUWLFLSDQWYV
profiles, which could shape different perspectives for offering services. A ccordingly, an initial
data analysis was conducted to understand the differences between these different profiles

that could affect the adoption of a servitization strategy. This round was designed to
investigate the findings that emerged from other source s in order to confirm the findings or
reconstruct them accordingly and to fills in gaps of existing information. In this stage,
findings were aligned with the findings of the previous stages to develop mutual

agreements. The outcomes were discussed and ver LILHG ZLWK WKH FDVH VWXG\{V
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particular the C -level management. Next, the results from the collective data analysis are

presented.

4.8 Delphi Round # 3 and Collective Data Analysis

The fundamental objective of this third stage of data analysis is threefold and include S
understating the role of offering services in a real estate development context; developing a

map of a servitization to guide the deployment of a servitization strategy into real estate
development; and identified the critical success factors of service provision in this sector. In
this stage , initial models were developed to address the above objective and these models

were validated with the case V W X G kedrésentatives and research participants based on

Delphi round three.

The objective of Delphi round three is twofold and includes validating different models of the

findings chapter and gaining deeper clarification and in -depth understanding of the role of
service provision in the real estate development industry. In this round , different models
were developed and sent to the respondents via emails. Next, those respondents were

contacted by interactive video conversation (Skype). This round involved interviews with 11

respondents with different backgrounds. Those respondents are from executive

manag ement, project management, marketing and sales and strategic management. Table

(4-31) below provides an overview of the main characteristics of those respondents.

Table 4-31: The Characteristics of Responden ts who Participated in Third Round

Ref Respondent title

1 Chairman office manager

2 Deputy CEO for Industrial Investment
3 Deputy CEO for Marketing and Sales Affairs
4 Projects executive Director

5 IT Director

6 Sales Director

7 Purchasing and logistic Director

8 Senior Strategic Planner

S Projects’ KPIs Manager

10 Project manager

11 Project manager

Based on this third round some of the developed models were validated, other models were

PRGLILHG DQG VRPH PRGHOV ZHUH UHMHFWHG 7KH UHVSRQGHQWVY F|
in the data analysis process. In this stag e, the data accumulated during the research were

rich and needed to be summarized and presented in a clear accurate format. Therefore, the

template analysis was used.
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4. 8.1 Template analysis

Template analysis is a particular way of thematic analyses. Te mplate analysis emphasises
the role of priori codes. The process involves the development of a coding template that
summarises themes identified by the researcher and organising those themes in a
meaningful and useful manner. In template analysis, codes or themes can be identified or
developed before the data are examined. The process is twofold, developing hierarchical

coding based on priori codes and analysing the data set according to this hierarchical coding

(King, 2012).

4.8.1.1 The Hierarchical Coding

The development of this hierarchical coding starts with priori  codes (or pre -defined) codes
that have been discovered and developed during data exploration and relevant to the

required analysis. These codes could be modified based on template analysi s. For instance,
a number of key factors that determine the success of a servitization strategy were
identified during previous data analysis processes . T he researcher noticed that these critical
success factors were linked by respondents to three main ele ments. Those are customers,
service provision and project operations. The study identified these critical success factors in
each round and conducted an overall analysis to capture all the activities that needed to

ensure the success of servitization in re  al estate development. Accordingly, a hierarchical
coding was developed . Figure (4-19 below) provides an example of hierarchical coding

development, and Table 4 -32 below provides an example of priori codes identification

Figure 4-19 : An Example of Template Analysis Hierarchical Coding
Servitization Critical Success Factors

What are the initiatives that will successfully support servitization strategy?

Priori themes
Collective data

Celphi Round One | Delphi Round Two

L ——

Key indicators
Codes
Categories
Customers | Service provision | Project operations
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Table 4-32:An Example of Template Analysis Priori Codes Identification

Delphi Round QOne Delphi Round Two
Servitization strategy influenced the | There is a mutual relationship
organizations overall performance with | between the success of service
mixed results. This influence could be | provision strategy and the success of
better with more careful strategic | the project overall. This mutual
planning. Services are an essential | relationship includes @ commitment
glement of the project’s success. The | towards project goals and
company could not separate the project | objectives. The company can't
a Priori theme | @nd this service as it is the main key | separate the real estate
success factor but at the same time, it | development  project and  the
is the key failure factor if it is not| provided services within that project,
managed properly. What is needed is | because they go together. If this
planning and commitment to what has | provided service succeeds the

been planned project will be a success too and vice
VErsa.

Key indicators | Strategic planning Mutual relationship between service
Systematic development and project

Main Code Expanding services systematically | Developing a matched configuration
through strategic planning and effective | between servitization strategy and
services design project operations

Category Service Provision Service Provision

4.8.1.2 Data Analysis
The data analysis process is similar to thematic analysis as the researcher could analyse the

data by identifying the open and axial coding (King, 2012). The template analysis is aligned

ZLWK %UDXQ &ODUNTV GDWD DQDO\VLV D Slig/hrdbkekoduQoWHUPV R
developing a hierarchical coding structure (Brooks et al., 2015). In this stage Braun &
&ODUNTV GDWD DQDO\VLV ZHUH XVHG WR LGHQWLI\ WKH PDLQ W
with reading all the collected data during the different research stages. Here, notes and

marked quotes from the text were identified and the initial codes were identified. For

instance, table (4-34) below sets an example of how the initial themes were identified.
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Table 4-33: An Example of Initial Coding Development Process

Participant Raw Data Initial Codes
The critical thing is the clarity with customers to manage Managing customer
their expectations. Because at the end of the day we are sxpectations.
=till developing the concept it is just not ready. The legal people knowledge and
framewviork is not set properly. The people knowledoe and practices
practices are not used to this kind of practices. The key | Learning and development
thing iz to be clear upfront what services to expect, what of the concept
cost will be paid, what options do you have and what you .
do not ha'.re.hTI:'le custl::-nl'ler | must be g::i.ren the Training
opportunities whic it's clearly mentions in a
transparent manner upfront  where transparent Added value
communication and expectation management is the key.

2/H The other thing is to have the right staff with the state of Customer value
mind to understand the legality and complexity of this Communication
kind of service. Meaning, it is more than just one
department providing services, there is a lot of inter- Co-ordinaticn
departmental coordination needed rather than just a pre-
sales representative offering something that the client Human resources
ends up dealing with many departments tracking
different individuals. An important impact on the | Systems and tools such as
company is having the right systems and tools, whether | computer and procedures
it is a computer system or the legal support or financial | legal support or financial
procedures to really respond to the different aspects of procedures
the process.

Currently, we can't separate the real estate development | high control and planning
project and the provided services within that project, process
because they go together. When this provided service

succeeds the project will succeed too and vice wversa.

From my point of view, the ease of getting to the real management style
estate sector makes a lot of people think it is too easy to

succeed and that thiz industry iz an easy way to make N

1/H profits. But on reality, the business of building projects is qualified human resources
hard, the process is complex and accurate, you need
high control and strong planning process as well as a
strong management style and qualified human resources
as these plays a great part in the success of building o
projects. Also, coordination and integration among the coordination and
company's departments plays a major role in the succes integration
of the service provided, and thus the success of the
project.

1 supposed that owr future strategic decisions about | Accurste strategic planning
::-FFerlng zervice will be .enhanu:ed thrl:.:-ugh more EEEI.JFE.tE offering the best services
strategic planning, setting better business plans, building

LOs a solid base of trust and offering best services. Marketing Market research
research, adapting new trends and ideas, promoting | adapting new trends and
products and services and re-ocrganizing activities and ideas,
priorities Re-organizing activities and

prigrities

Those initial codes were gathered and classified into more advanced codes and organized in

wide groups representing a similar meaning. These advanced codes and groups were

reviewed and integrated into main focused themes that meaningfully expressed the

designated codes.

process
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Table 4-34 An Example of The Final Coding Development Process

Initial Codes Codes Categories Main Category

Managing customer
expectations.
Added value to
customers
Customer value
Learning and Service design and
development of the development
concept
adapting new trends
and ideas,
offering best services
Market research Marketing research
people knowledge and Service provision
practices
gualified human Human resocurce
resources managenment Servitization Critical
Training success factor
Hurman resgurce?
Accurste strategic planning | Strategic planning
planning process
management style
Communication
Co-ordination
co-ordination and
integration
high control
Systems and tools such
as computer and legal
procedures
or financial procedures
Re-organizing activities
and prigrities

Managing customer Managing customer
expectations.

Organization design Project Management

4.8.2 The Role Servitization Strategy

According to finding (no. 3), the case studies offer different type of services. These are

offered in three stages of the project life cycle. The stages are; project initial design, project

execution and after project delivery. Based on findings (no. 5 & 6), these services are
offered based on multiple facilities arrangements and multiple pricing policies. The table

below (4-35) Links the types of offered service to project life cycle, facilities arrangement

and pricing policies

Table 4-35 :The Types of Offered Service and Project Life Cycle, Facilities
Arrangement and Pricing Policies
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These types of service s were categorized into four categories of servitization in real estate

development, which are project

-orient ated, product -orientated, customer -orientated and

service -orientated. According to Finding no. 10, these services varied from project to

SURMHFW EDVHG RQ WKH SURMHFWY{V QDW XU Hbdb@ @ V8@ Uidkd tedse XVW R P H |

different types of services

WR WKH FDVH VWXGLHVY SURMHFWYV

Table 4-36  'LIITHUHQW 7\SHV Rl 6HUYLFHV 2IIHUHG E\ WKH &DVH 6WXGLHV
Project A:
project - The project outcome is a gated community. The idea was developed
orientated to attract people from high -incomes to live within a fully closed and fully
service LQWHJUDWHG UHVLGHQWLDO VXEXUE 3*DWHG &RPP
Product - The project offers different types of basic service that support the
orientated product selling such as mass customization, where ten different villa
service: designs were developed and the project was divided into small, medium
and large sizes and within different shapes to meet different customer
tastes. In  addition, the project develops a brochure, a 3D Model, a 3D
YLUWXDO WRXU DQLPDWLRQ DQG YLOODVYT ' YLUWX
Customer - The project offers customized design by enabling construction
orientated modifications based on co -development an d co -design. Also, the project
services offered consultation and advisory services, insurance and financial
services, mortgage services, interior decoration, landscape design,
mock -up models and home furnishing.
Service - These services were added to support project functionality and make
orientated customer life easier. These services have a significant impact on the
customer purchasing decision. These services included site management,
facilities Management, sustainable living, recr eational services, property
management and smart city technology. The project developed a health
club, shopping centres, restaurants, coffee shops and parks. It also
provides indoor and outdoor swimming pools, a health clinic among
other things. These serv ices are provided by the company in
corroboration with third parties based on charging residents annual fees.
Project B:
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project - The project outcome is an integrated villa resort.

orientated

service

Product - The project offers  different types of basic service that support sales such

orientated as mass customization, where ten different villa designs were developed

service: and the project is divided into small, medium and large sizes in different
VKDSHV WR PHHW FXVWRPHUVY WDVW HdéveldchedV &
EURFKXUH D ' ORGHO " YLUWXDO WRXU DQLPDW
tour animation.

Customer - The project offers customized design by enabling construction

orientated modifications based on co  -development and co -design. Also, the pr oject

services offers consulting and advisory services, insurance and financial services,
mortgage services, interior decoration, mock -up models and home
furnishing.

Service - After sales services included site management, facilities management,

orientated sustain able living, recreational services and property management.

Project C:

project - The project is founded as part of efforts to organize the Zarga city

orientated housing district. The project outcome is to develop an integrated modern

service residential area and encourage middle income residents in the old city to
move to this modern city.

Product - The project aims to provide a variety of housing alternatives, where

ori entated seven semi -detached villa designs were developed. Additionally, the

service: project provides its brochure, 3D model, 3D virtual tour animation and
YLOODVY ' YLUWXDONWRXU DQLPDWL

Customer - The project offers consulting and advisory services, insurance and

orientated financial services, mortgage services, interior decoration, mock -up

services models and home furnishing.

Service - After sale included developing garde ns and parks, clubs, places of

orientated worship, schools, health centres social and commercial centres and
commercial markets. These services are the responsibility of the
developer in corroboration with the city council.

Project D:
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project - The project was designed to develop a comprehensive commercial area

orientated that attracts businesses by providing free entertainment facilities for

service FXVWRPHUV VXFK DV D JDUGHQ DQG SDUN NLGTV S

Product - The project aims to provide a variety of investment spaces such as

orientated offices, shops and restaurants. The project consists of two office tower

service: buildings providing different types and sizes of offices and shops. In
between these two buildings another four buil dings based on one floor
design that encompass different sizes and types of stores were built. The
project promoted this commercial area through its own brochure and 3D
model.

Customer - The project offered finishing and interior decor ation, consulting and

orientated advisory services, insurance and financial services and mortgage

services services.

Service - The project provided supporting services for investors by creating an

orientated administration office at the site. This office was responsible for ensuring
functionality of the project and the attached entertainment facilities.

Project E

project - The project outcome is a full size modern city.

orientated

service

Product - The project provides a variety of housing. The project offers more than

orientated 15000 units. These units are divided based on of six different buildings

service: designs that consist of apartments varying in size from 80 to 180 sgm.
The project has its own brochure, 3D model and 3D virtual tour
animation.

Customer - The project offered finishing and interior decoration insurance and

orientated financial services and mortgage services.

services

Service - the project offers an integrated system of service facilities and utilities.

orientated This included devel oping gardens and parks, clubs, places of worship,
schools, health centres, social and commercial centres, commercial
markets and transportation. These services are the responsibility of the
developer in corroboration with the city council.

Project F
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project - The project is a part of the national development programme of Jordan.

orientated The project outcome is to create an attractive business opportunity to

service attract foreign direct investment. The idea of the project is centred
around managing a networking alliance to develop an international
tourist town that will encompass tourist, recreational, residential and
commercial facilities along the lines of global resorts.

Product - An initial design of the whole project idea. Th e project has its owns

orientated brochure, 3D virtual tour animation and investment proposals

service:

Customer - The project offered more advanced design, consulting and advisory

orientated services, insurance and financial services and construction services.

services

Service - The project provides support services for investors and end users. These

orientated services include site management, facilities Management, property
management, banking services and supporting technology.

Project G

project - The project is part of efforts made to organize the Zarqa city housing

orientated district. The project outcome is to develop an integrated modern

service residential area to encourage low income residents in the old city to
move to this modern city.

Product - The project provides a variety of housing alternatives offering

orientated apartments YDU\ IURP W R VTP 7KH SURMHFW G

service: brochure and project 3D model.

Customer - The project offers finishing and interior decoration, ins urance and

orientated financial services and mortgage services.

services

Service - After sale services included developing gardens and parks, clubs, places

orientated of worship, schools, health centres social and commercial centres and
commercial markets. These services are the responsibility of the
developer in corroboration with the city council.

Project H

project - 7KH SURMHFW LV EHLQJ FUHDWHG DV SDUW RI -R

orientated environment. The project outcome is an industrial city using world class

service standards to create an attractive business opportunity.
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Product - An initial design of the whole project idea. The projects plots are sorted

orientated DQG UHDG\ IRU VDOH 7KH SURMHFW GHYHORSV SU
service: virtual tour an imation and investment proposals.

Customer - Customer -orientated services: the project offers customized services and
orientated customized advanced design, consulting and advisory services, insurance

services and financial services and construction services.

Service - the project provides supportive faciliti es for various industries such as
orientated banks, shops and government departments. The project includes

industrial blocks, commercial blocks, residential blocks, recreation blocks
and administrative block. The project provides support services for
investors. These services included site management, facilities
management, property management, banking services and support

technology.

The case studies offered different types and levels of services. These different types of

services become a part of the building proj HFWVY VFRSH DQG DUH FRQVLGHUHG |
element of the project marketing success. Adding service has become an essential

UHTXLUHPHQW IRU UHDO HVWDWH SURMHFWYVY ~ 7KLV ZDV FRQILUPHC
respondent agreed that services are offered to raise the building project marketing criteria.

JRU LQVWDQFH WKH SURMHFW H[HFEXWLYH GLUHFWRU PHQWLRQHG 3:H
services to our projects to raise the level of Jordanian real estate development and to set

new criteria for competition inthemarket. ~ ,Q URXQG WKUHH DOO WKH UHVSRQGHQ
that the outcome of servitization strategy in real estate projects does not come from the

sale of services, but rather comes from the ability of services to promote and sell the

project. Table (4-37) below identifies the role of services in real estate development

according to the respondents

Table 4-37:The Role of Services in Real Estate Development

Basic services are popular services with in the case study projects and likely to be

commoditized with every project. These basic services are added as additional elements to
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support project sales and to enhance the projects viability. For instance the administration

office in Delphi round one GRFEXPHQW / PHQWLRQHG WKDW 3&RPSDQLHV DUH I
provision to their products mainly to promote sales of the product. These basic services are

offered to attract customers. According to the Marketing Director document 8/H from the

Delphi second r ound real estate development companies have to attract customers by

offering services. These basic services have become an important element of building

project marketing tools. Also , in Delphi round 2, the project executive director (document 2

5/h) said 37KHVH VHUYLFHV DWWUDFW FXVWRPHUV DQG DGG YDOKHVDQG
also was confirmed in Delphi round 3 as respondents agreed that these basic services are

RITIHUHG WR DWWUDFW FXVWRPHUV )RU LQVWDQFH D SURMH¥W PDQI
SODQV OLNH ' DQLPDWLRQ UDLVHV FXVWRPHUTV RSLQLR®ZRNV M/ KW KFR F
GHSXW\ &(2 IRU LQGXVWULDO LQYHVWPHQW PHQWLRQHG WKDW 3EDVE
FXVWRPHUV JRW WR VHH WKH YDULRXV SURSHUW\ GHVLJIJQVWKKDW HC
future home, which added more value for them. The project executive director also

PHQWLRQHG WKDW 32IIHULQJ EDVLF VHUYLFHY LQFUHDVH PDUNHWLQJ Y

Advanced services are designed to satisfy customers and distinguish the product. These

advance s ervices are forming the new basis of order winning criteria of Jordanian real estate

development marketing. For instance, the deputy CEO for engineering affairs (Delphi round

RQH GREFEXPHQW 7& GHVFULEHG DGYDQFHG VHUYLFHV DV 37KeHVH VHL
IOH[LELOLW\ WR FKRRVH WKH GHVLJQ ZKLFK LV LQ OLQH ZLWK KLV QHH
SODQQHU LQ 'HOSKL URXQG RQH GRFXPHQW 0 PHQWLRQHG WKDW
satisfies customers and provides higher value to them .. )XUWKHUP R elghi foahd'two

WKH SURMHFW H[HFXWLYH GLUHFWRU PHQWLRQHG WKDW 3EDVHG RQ
distinguish between the existing projects in the market “This was also confirmed in Delphi

round three. Respondents agree that offering advanced services leads to higher customer
VDWLVIDFWLRQ )RU LQVWDQFH D SURMHFW PDQDJHU PHQWLRQHG 3FC
PDNH WKHLU RzZQ WRXFKHV ~ /JLNHZLVH WKH GHSXW\ &(2 IRU LQGXVW
WKDW 3&XVWRPHUV ZHUH DOORZHG W RnKdn'hie IyduH to satRfiR @eit L F D W

needs, taste and requirements during the construction phase, enabling them to add their

RZQ WRXFK DW OLWWOH RU QR H[WUD FRVW ~ 7KH FKDLUPDQ RIILFH PD
with several banks to provide customers with several finance alternatives to satisfy different
FXVWRPHUVY QHHGV ~

System solution services are offered after project delivery. These services are offered to
support project functionality, gain customer confidence and stimulate customer purchasing

decisions. These services have an influence in winning orders. For instance the business and
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strategic development director in Delphi round one document TD02 argued that after sale
VHUYLFHV 3*LYH WKH VHQVH RI VHFXULW\ WR WKH X yYu\hRaBdd basV KD W W K
a reliable follow -up service to ensure quality, which enhances the consumer purchasing

decision  This also was emphasised in Delphi round 2. For instance, the deputy CEO for

industrial investment in Delphi round 2 (document 3/h) mentione G 3\RX KDYH WR JLYH
customers the follow -up, you have to answer their concerns, you have to provide required

services that will encourage them to keep deal and get also their friends to buy ". This also

was confirmed in Delphi round 3 as respondent agree th at providing after sale services has

become part of the real estate development business. According to the Deputy CEO for

PDUNHWLQJ DQG VDOHV 3:DIWHU SURMHFW GHOLYHU\ VHUYLFHV OLI
sustainable living recreational services are provide d to gain customer confidence and assure
customers of reliable support when needed. They also influence their purchasing decision

A project manager argued that presenting property management services to run and

maintain the project increases purchasing.

Finding 23: The real estate development companies offer different types and levels of

services for different purpose s. Offering basic services make the offers more valuable to

customers. These basic services raise the order qualifier of Jordanian real estate
development marketing that traditionally focussed on project time and cost. Offering

DGYDQFH VHUYLFHY WDLORUHG WR FXVWRPHUVY QHHGYV VDWLVI\ FXVW|
offering from other projects. These advanced services are forming the n ew basis of order -

winning criteria of Jordanian real estate development marketing. Finally, offering after sales

system solution services support project functionality, gain customer confidence and

stimulate customers purchasing decision. These services ha ve an influence in winning

orders.

4.8.3 The Map of Servitization Strategy

The section was oriented to develop a map of a servitization strategy to guide the

mobilization of a servitization strategy into real estate development. The process is

threefold and includes developing a framework guiding the organization around its plan to

achieve the strategic goals; enabling management to understand the required actions and

decisions; and deciding the level that these decisions need taking at. This map was

GHYHORSHG E\ UHVWUXFWXULQJ WKH FROOHFWLYH VW&G\TV ILQGLQJV |

The data analysis found that providing services becomes an essential element of marketing
by adding more customer value. For example, The Senior Strategic Planner (document M05

IURP WKH '"HOSKL ILUVW URXQG PHQWLRQHG 36HU Ynerk bf dHdtesBRHHY DQ HV
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SURMHFW LQQRYDWLRQ DQG PDUNHWLQJ SURSRVLWLRQ ~ 7KLV ZDV FR
second round findings no. 8 and 16. Also, the collected data showed that the companies

offered different types and forms of services for different UHDVRQV $FFRUGLQJ WR WKH :
.3,V PDQDJHU GRFXPHQW 0 IURP WKH 'HOSKL ILUVW URXQG 37KH U
services are because of competition in the market and thus the need to provide more

customer value by offering better services. Whenever there is better services are offered

there is greater customer satisfaction, which will surely lead to an increase in the volume of

VDOHV DQG D ELJJHU PDUNHW VKDUH =~ 7KLV ZDV DOVR FRQILUPHG RQ
(no.9).

Nevertheless, offerin g services is a challenging process. For instance, the Sales team leader

GRFXPHQW 0 I[IURP WKH "HOSKL ILUVW URXQG PHQWLRQHG 37KH PRVYV
the costs of providing the service, the availability of skilled labour to provide these servic e

DQG WKH FRPSDQ\fVY DELOLW\ WR FRPPLW WR ZKDW KDV EHHQ DJUHHC(
also confirmed on the Delphi first round finding no. 11, where offering services integrated
into the project creates several challenges. Managing the service provision is by far the
biggest challenge. Therefore, the respondents emphasized both careful planning and
strategic alignment for a service provision strategy. For instance, in the Delphi first round
based on document TAD2, the Deputy of CFO for Administration Affa irs mentioned,
32[IHULQJ PRUH DGYDQFHG VHUYLFHV LV D GHFLVLRQ GHSHQGDQW RQ
RWKHU FRQVLGHUDWLRQV ~ 5HVSRQGHQW + DUJXHV WKDW VHUYLFHV
VWDJH RI D SURMHFWIVY GHYHORSPHQW 7KLWfixdhys suBh@bl18,PLBLG LQ GLIIF
17, 20 and 21.

On the other hand, the data showed that a services provision strategy starts from customer

QHHGV $FFRUGLQJ WR WKH 4XDOLW\ ODQDJHU GRFXPHQW 3 IURP WK
the company wants to change th e trend toward becoming services oriented. They

should start from customers themselves and go back to customer perception of whether the

SURYLVLRQ SURYLGHV JRRG YDOXH ~ 7KLV ZDV FRQILUPHG LQ ILQGLC
Chairman Office Manager (Documen t 1/H from the Delphi second round), the proper

VWHSZLVH SURFHVV RI VHUY L Vglajmng, WRepe th¥ cemparsy itentified target

customers; identified their needs and translated those needs into certain services that will

be provided via projects . One must consider the economic value of these projects and

linking it to future strategy and its expansionist tendencies in order to ensure the continuity

Rl WKH FRPSDQ\ LQ WKH ORFDO PDUNHW ~ 7KLV ZDV DOVR FRQILUPHG
Thus, T he servitization strategy starts from offering basic and standard services which

VKRXOG EH FRQFHSWXDOL]J]HG DW WKH SURMHFW{V LQLWLDO GHVLJQ

(IHFEXWLYH 'LUHFWRU 'HOSKL ILUVW URXQG GRFXPHQW 7' PHQWLRQH (
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EH FDUHIXOO\ GHVLJQHG IURP WKH LQLWLDO SURMHFW VWDJH =~ $OVR
7& LQ WKH ILUVW URXQG RI "HOSKL 37KH FRPSDQ\ QRUPDOO\ VWDI
related to its products then gradually moves towards creating a full sca le service unit (speed

PD\ GHSHQG RQ RUJDQL]DWLRQDO DELOLW\ WR DGDSW ~ 7KLV ZDV FRC
3).

Nevertheless, the data indicated that a servitization strategy is considered to be an

incremental process. For example, The Senior Strat egic Planner (Document M05 from Delphi

ILUVW URXQG PHQWLRQHG WKDW 3:H EHOLHYH WKDW JRLQJ EH\RQG S
strategic and optimal objective as long as a company has its own service provision unit.

+RZHYHU LWV UHFRPPHQGHGD®)RD GB\ WIDW.OJW KLV XQLW LV VWDELO
showed that the projects were designed around specific outcomes based on product and

services which were offered in three phases of a project life cycle; the initial design, the

execution phase then projec  t delivery phase, . According to the CFO (document 2/H from

WKH '"HOSKL VHFRQG URXQG 32I1THULQJ VHUYLFHVY VWDUW DW DQ HI
the customer would appreciate receiving some assistance at the decision making level to

FRPH LQ RU QR WmnpanKdanRlRo work with customers later on the interior design or

VRPH RWKHU GHVLJQV RQ FRQVWUXFWLRQ DQG GHYHORSPHQWYV « WK
SURYLGLQJ DGGLWLRQDO ILQLVKHG VHUYLFHV« XS WR PDLQWHQDQF
management and as VHWYV PDQDJHPHQW HWF« #& Reallf 8artk whbe® @dmebody

HQWHUVY WKH GRRU ORRNLQJ IRU D SODFH WR EX\ DQG OLYH DQG DIWHL

The stages of offering were acknowledged based on findings no. 3. Moreover, the collected

data indicated that  offering services extends the project life cycle. According to the Deputy

&(2 IRU ,QGXVWULDO ,QYHVWPHQW GRFXPHQW + TURP WKH "HOSKL V&
with the life style of the project. You give it to a real estate management company that will

FRQWLQXH GRLQJ WKLV DV ORQJ DV WKH EXLOGLQJ H[LVWV DQG WKD)\
Accordingly, the case study company established a subsidiary company supporting real

estate development and offering advanced and sophisticated services (document Ex -0d8

from the secondary data). In addition, the HC signed several partnership and collaboration

agreements to provide advanced services after the delivery stage of the project (document

Ex-Np6 and Ex -Np7 from the secondary data). This also was acknowledged based on finding

no. 5.

Findings 2 4: Servitization strategy is an incremental expansion process that begins with

offering standard and basic services and moving towards offering more advanced services

and integrated system solutions. This incremental pro cess should be conceptualized into the

project design. Also, Service provision extends the project life cycle as services can be
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provided at three stages of the cycle: the initial project design, the project execution phase

and post project phase.

The findings throughout the previous phases of this study explained the process of
servitization. For example finding no.1 found service provision to be a complementary
element of realty projects. Finding no. 2 confirmed that the process starts from the initial

stage of project design by offering standard and basic services. Finding no. 3 linked several
approaches, types and forms of services to three main stages of the project life cycle: initial

phase, execution phase and post project delivery phase. Based on finding no. 4, these
different forms of services are designed and integrated into the project using several
approaches such as Co -design, and imitation strategy. According to finding no. 23, the
servitization strategy is an incremental process. Finding no. 21 outlined the basic steps of
managing service provision. Finding no. 2 identified the optimal starting point for offering

services. Finding no. 9 explained the motivation for offering services and findings 3 and 4
presented the types of services that co uld be offered and the design approaches for these
services. Finding no. 10 identified the relevant strategic factors for designing an effective

service. Finding no. 5 identified the optimal organizational arrangement for offering

services. Finally, findin g no. 17 , and finding no 23 identified the role of offering services
Accordingly, the strategic map for offering services was developed as shown in figure (4 -20)
below.

Figure 4-20 : S ervitization strategy roadmap
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This strategic route of servitization strategy links the incremental process of adding basic ,

advance services and system solutions into three stages of the project life cycle.

4.8.3.1 Project Initiation Phase
In this stage, the project obje ctives, scope, purpose and deliverables are planned and
clearly defined. The  project plan should include service provision , and should be developed
around offering a package of products and services as being the expected outcome of the
project. Servicesar H RIIHUHG WR VXSSRUW WKH SURMHFW{V LGHD G6HUYLFH
SURMHFWYYV PDUNHW SRVLWLRQ EDVHG RQ FXVWRPLVLQJ WKH SURMHF
with similar needs and purchasing requirements. The potential strategic choice of offering
these services will be enforced by the surrounding business environment, from which
businesses benefit from the cultural familiarity of the environment to design the project with
appropriate services. In addition, at this stage, simple and standard services could be
offered to create an entry point for customers. In this stage an effective planning is the
critical strategic factor. Whereby, companies have to identify the general direction and
develop an agreement around WKH SURMHFWTV RXWFRPHYV lloGakeHesdriddd,G WR D
guide the implementation process and determine the actions and alternative actions to
achieve the intended outcomes and match the organization capabilities to reach these
outcomes. In this stage, services are produced based on internal a rrangements by hiring
skilled individuals to provide general and basic services. In this situation, companies have
more control over the project and services. Also, they get closer to the customers. In terms
of strategic evaluation, gaining competitive adv antage and attracting more customers are

the main criteria used to evaluate a service provision strategy.

4.8.3.2 Project Execution Phase
At this stage, the project moves from the planning phase to activities implementation where
competition is the chal  lenge and offering attractive services is the solution. The strategy has
to move from offering service to support project to offering project and service approach
looking at identifying he synergy of project and service to enhance customer satisfaction.
Here, service elements are expanded and become more important to increase the
differentiation edge. In this stage, more advanced services are needed to tailor particular
project features to the specific needs of individual customers. Accordingly, customer
saWLVIDFWLRQ ZLOO EH IXOILOOHG VHUYLFH GHYHORSPHQW ZLOO EH S
to compete will be enhanced. Also at this stage, companies are closer to their customers
and have the ability to recognize the types of services that could captur e their interest. Co -
design and imitation are different approaches used to capture unique aspects and design of
VHUYLFHV %DODQFLQJ WKH SURMHFWIV WDQJLEOH HOHPHQWYV DQG

strategic factor when offering more tailored and advan ced services. Outsourcing is the
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preferable solution when offering more advanced services as they can require complex
capabilities, specialist knowledge/expertise and tools. Finally, improving customer

satisfaction is the main criteria used to evaluate the servitization strategy in this phase.

4.8.3.4 Post  -Project Delivery Phase
In this stage, the company offer service to support the project functionality . The Companies
ORRNLQJ DW VXSSRUWLQJ WKH SURMHFW FRQFHSW LPSURYL®J WKH
making their life easier and more enjoyable from within the project by offering more
advanced services or new technology gadgets via networking and strategic alliance. This
stage allows companies to lock in their customers, get meaningful feedback, build close and
long term relationships, which in turn, facilitate new project designs, selling and success.
Providing more advanced and sophisticated services depends on a proper alignment of
project nature customer segment and customer preferences or needs. S till, the companies
have the opportunity to introduce new services and new technologies into the marketplace

through service innovation and the development process.

4.8.4 Servitization Critical Success Factors
Respondents in Delphi round 2 emphasis that there is a mutual relationship between the
success of service provision strategy and the success of the project overall. The company
FDQTW VHSDUDWH WKH UHDO HVWDWH GHYHORSPHQW SUthiRNhdtFW DQG
project, because they go together. If this provided service succeeds the project will be a
success too and vice versa. The servitization strategy worked differently based on the type
of project, the type of offered services, and the targeted mark et segment. The study
identified the organization performance of the projects. For instance project A is more than
95 % complete to date with all structures in place. The project is 100% sold. The after sales
services are provided by the company and in co -operation with third parties. Project B is
under construction and more than 70% is completed with all structures in place. 62% of the
project is sold. Partial after sales services are provided by the company. Project C is divided
in two phases to be comple tely delivered in 2025. 40% of the first phase is completed and

RI WKDW SKDVH LV VROG 3URMHFW ' LV FRPSOHWHG DQG VR (
sales services is outsourced. Project E is divided into 5 phases. The project is in the
infrastructure  phase and expected to be delivered in 2020 -2025. The project will be open
for sales soon. Project F is under construction. The project attracted several local and
international companies. Project G is divided into three phases. 70% of the first phase is
completed and 60% of that phase is sold. Project H is under construction and 40% of the
units are sold. Partial after sales services such as administration services are provided by

the company and third parties. The strategic fit of a service, project nature and market
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segment is the main critical success factor. This was confirmed in the third round of Delphi

as the respondents emphasised the mutual relationship between the success of the service

strategy and the success of the project overall. According to WKH SURMHFWY{V H[HFXWLYH
S6HUYLFH KDV EHFRPH DQ LPSRUWDQW HOHPHQW RI WKH SURMHFW V VX
on other elements related to management of the project such as the project progress and

GHOLYHU\ GDWD °

Many important matters cam e out in the previous stages of this study. A number of key

factors that determine the success of a servitization strategy were identified, particularly

from the two rounds of Delphi. The respondents in the first round of Delphi emphasised the

importance o f strategic planning and an effective services design. For instance, The

Purchasing Manager (document M02 from the first round of Delphi) argued that the most

LPSRUWDQW FULWLFDO VXFFHVV IDFWRU LV 3URSHU SODQQLQJ DQG (
round of Delphi the respondents considered the mutual relationship between the success of

the service strategy and the success of the project overall. This mutual relationship includes

D FRPPLWPHQW WR D SURMHFW{V JRDOV DQG REMHFWLYHad :KHUH
configuration between servitization strategy and projec t operations is critical to the success

Rl D VHUYLWL]DWLRQ VWUDWHJI\ )RU H[DPSOH UHVSRQGHQW + 0\
separate the real estate development project and services in that proje ct, because they go
WRIJHWKHU I WKLV VHUYLFH VXFFHHGV WKH SURMHFW ZLOO VXFFHHC(
analysis outlined different factors that could be classified as critical success factors of a

servitization strategy. The Delphi two rounds and th e previous findings from one to twenty -

three were reviewed. Evidence indicates that different initiatives are responsible to deliver

successfully servitization strategy. These initiatives are a combination of factors related to

service provision, customers and project operations management. These critical success

factors are summarized in table (4 -38) below.
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Table 4-38: Critical Success Factors of a Servitization Strategy

Finding number 2 5. Several fact ors contribute to the success of services in realty
projects. These factors support the synergy between service provision, project operations,

and a customer -centric approach.

4. 8.5 Section summary

In this section the strategic roadmap for offering serv ices was developed using a template

analysis of the accumulated data, findings and different output of this study. Particularly,

WKH GHYHORSPHQW RI VHUYLWL]IDWLRQ URDGPDSTV SURWRW\SH LQYRC
motivation to offer services; the typ es of services; the service design approach; the

servitization strategic factors; the organizational arrangement; and the strategic evolution

system. In addition, different critical success factors deduced from the previous data

analysis and findings were presented.

4.9 Findings Consolidation
The outcome of the case study and Delphi technique identified the scope of servitization in
real estate development and contributed to understanding the servitization process and

service provision in real estate projects. This was done by focussing on real estate
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development as a specific environment to explain the different process for adopting
servitization. The findings tackled important questions of how to successfully deploy
servitization in realty projects to create competitive advantage, and describe d the practices
that contribute to the success of the project -service system. Throughout the chapter, the
findings clear -up ambiguity around several aspects of servitization strategy in real estate
development. Because of the comprehensiveness of data anal ysis results, the main themes
are summarized by contextualization these findings into the strategic management model,

as shown in table (4 -39).
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Table 4-39: Contextualization of the stud \ % key findings and emergent themes
into the strategic management decsion model
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4.10 Chapter Summary

This chapter presented the results of the data analysis. Exploration was the fundamental

goal that drove data collection and analysis. In order to ensure a coherent dat a set, the

data were collected and analysed based on incremental multiple stages, where each stage

depended on the results of the previous one. These data were collected from different

sources, using different tools. They were then processed in response to the research

problems based on different analytical approaches. The complexity of the research topic and

the interplay between the literature and the empirical data underpins the rationale behind

the data collection strategy. The chapter started by presen ting the findings obtained from

WKH FDVH VWXG\ FRPSDQLHVY VHFRQGDU\ GDWD DQDO\VLV ZKLFK zZDV

of the research project to clear the road for more in -depth study. The primary data was
collected via interviews based on three rounds u sing the Delphi approach, whereby 42
interviews were conducted in the first round , 23 interviews were conducted in the second
and 11 interviews were conducted in the third round . The empirical saturation was reached

and there is no need for another round.

Different data analysis techniques were used at different stages. In order to analyse the

secondary data, document analysis was used, and to analyse the primary data, contact

analysis and thematic analysis were used. Finally, template analysis was used t 0 analysis
the collective data. The data analysis process reports several themes related to a
servitization strategy in real estate development. These findings and emergent themes were
contextualized into a strategic management decision model. The next cha pter will present

the discussion of the study results and findings.

246



Chapter 5: Discussion

5.1 Introduction

Several studies are promoting servitization strategy as a means of achieving competitive

advantage. The purpose of this study is to examine whether adopting servitization strategy

within Jordanian real estate development organizations is a fundamental elem ent capable of

developing a sustainable competitive advantage. An in -depth investigation of the aspects of

servitization was carried out to identify the servitization strategic decision formulation,

implementation  and evaluation that will deliver that com petitive advantage. Through this

investigation, the research looked into the modes of applying the servitization strategy and

the obstacles facing it application, in order to come up with a model for better application of

servitization in the real estate d evelopment sector as a mean of developing sustainable

competitive advantage. This was fulfilled by a qualitative case study research strategy. The

study was able to achieve a mutual agreement and reach categories saturation by the use

of the Delphi techni que concept based on an incremental research process. This involved

secondary data research followed by three rounds of primary data collection. The previous

chapter presented the study findings. This chapter provides a concluding discussion of these

findi QJV LQ UHODWLRQ WR WKH UHVHDUFKYfVY DLPV REMHFWLYHY DQG TX
VWUXFWXUH IRU WKH GLVFXVVLRQ WKLV FKDSWHU KDV EHHQ DUUD

conceptual framework (figure 2 -6), which was developed at the end of chapter tw 0.

Consequently, the chapter has been divided into several sections. Section one discusses the
importance of servitization strategy; then, the strategic formulation of servitization strategy

is discussed, followed by the strategic implementation process and thereafter, the strategic
evaluation of servitization strategy. The strategic roadmap for servitizing building projects

allowing this sector to improve competitiveness is also discussed. Finally, the discussion
chapter ends with a conclusion and summar y. The conceptual framework is reconfigured
based on the empirical findings. The next section discusses the necessity for servitizing in

the real estate development sector.

5.2 Servitization Strategic Decisions

The strategy that businesses adopt is a re flection of business environment (Johnson et al.,
2013). Recently, servitization is evolving as a new and alternative strategy of competitive

advantage. The servitization strategy is showing a strong growth opportunity (Baines,

2013). It becomes a signific antly necessary strategic decision (Roos, 2015), to respond to

the dynamic change in the business environment (Brad & Murar, 2015). This aspect will be
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discussed in more depth in the final chapter. This section discusses four main themes
related to the rol e of servitization strategy in the real estate development industry.

1. The Prominence of Servitization Strategy in Real Estate Development

2. 7TKH &KDUDFWHULVWLFV RI 6HUYLWL]DWLRQYYVY 6WUDWHJILF '"HFLVLR

3. Servitization Strategic Approach

4. The Factors Influencin g the Adoption of Servitization Strategy

5.2.1 The Prominence of Servitization Strategy in Real Estate
Development

The role of services in sustaining organizational competitive advantage is much discussed

from a broad range of academic perspectives (Bai nes et al ., 2009b and Lightfoot et al.,
2013). Traditionally, service was viewed as an additional cost to cut out (Pawar et al.,
2009). It was added as an additional part of marketing strategy not as a value creation

system (Baines et al ., 2009a). However, service has become the main source of market
differentiation and the main part of the value creation system (Neely et al., 2014 ; Brad &
Murar, 2015). Forces such as globalisation, de -industrialization, commoditization,
deregulation, and advanced technolog y are combining in a way that significantly increases
business environment complexity and creates fierce competition (David, 2013). This

dramatic change requires a fundamental shift to the value proposition by adding services

(Roos, 2015; Brad & Murar, 201 5). Organizations have to develop services alongside
products as a core of their operation, to secure long -term business prosperity and to sustain

a competitive advantage (Neely et al., 2014 . The high level of customer contact from
offering services helps  to build a close long -term customer relationship (Schmenner, 2009;
Vendrell -Herrero et al., 2014). This close customer relationship contributes significantly to

WKH RUJDQL]DWLRQTV VXUYLYDO WKURXJK VWHHULQJ PDUNHWLQJ
This close relationship also promotes a prompt response to dynamic changes of the business
environment (Baines et al., 2009a; Neely et al., 2011a; Gebauer et al., 2012a; Wallinet al.,

2015).

Traditionally, the real estate development industry focuses prima rily on cost reduction
(Horta et al., 2013). The industry focuses exclusively on the project delivery phase as the

value centres (Galera -Zarcoet al.,, 2014).

This study highlights the growth of the service element in the real estate development
industry. The case studies emphasise the project -service system of their businesses,

whereby the service concept was embedded into the project design stage. Each project was

RIIH

GHVLIJQHG ZLWK FXVWRPHUVY QHHGV LQ PLQG VXFK DV WKH QHHG
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reasonable price; the need for more s ecurity and gated communities; the need for social
status and luxurious lifestyles; the need for an attractive business environment;  and fully
served and equipped industrial cities. The case studies offered different types of ser vices

during the project life cycle. This necessity of offering service is twofold

First, the findings indicate that in building projects service is not just a supporting element

any more. It becomes the responsibility of real estate developer. The import ance of services

HPHUJHV IURP WKH QDWXUH RI WKH LQGXVWU\fV SURGXFWV DQG WK
SXUFKDVLQJ GHFLVLRQ 2IIHULQJ VHUYLFHV EHFRPHV FUXFLDO WR VD)
coupled with an external pressure to gain competitive advantag e over rivals. The necessity

of providing services in building projects is justified by the characteristics of the services.

The study highlighted these characteristics, which found an underlying logic to the provision

of services for several reasons. Thes e come from the pressures of the business

environment, where customers have become more conscious, more demanding and their

needs are more diverse and mutable. Providing a variety of services gives customers more

flexibility to choose what suits them and what fits with their needs. Moreover, services offer

more opportunities for innovation and development of inspiring ideas through fostering

close customer relationships and value co -creation. Finally, offering services becomes a part

of a real estate devel RSHUfV UHVSRQVLELOLWLHV WR VX3RIBNOMEKEH SURGXF)
services inspires customer confidence and assures customers of reliable support when

needed.

Secondly, offering services is perceived to be important for property companies and the

service element is seen to be a fundamental value added factor. Offering services allows

real estate developer to create value across the entire project life cycle. Offering services

DGGUHVVHV FXVWRPHUfV XQLTXH QHHGY HQKDQFHYV HWD WXHWSBRMHEQ/J
overall value. The case studies concentrate on the service aspect of their operations to

establish a differential advantage in the marketplace. In essence, these companies, which

used to compete by marketing tangible products, have now swi tched their competitive focus

to the provision of unmatched, unparalleled project -service system.

7KH &KDUDFWHULVWLFV RI 6HUYLWL]DWLRQTV 6WUDWH.,
Debate among scholars has emerged regarding the strategic level of the servitization
decision. In literature, the servitization strategic -decision can be discussed at three strategic
levels; the corporate level, the business unit level and the operational level. Some scholars
consider servitization strategy to be a directional strategic decision at the corporate level,

E\ ZKLFK VHUYLWL]DWLRQ VLJQLILFDQWO\ DIIHFWV DQ RUJDQL]DWLRQT
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2011; Nuutinen & Lappalainen, 2012). According to Nuutinen & Lappalainen , (2012), who
study servitization based on a case study research, product orientation is deeply embedded

in the manufacturing culture, structure, management style and operational process.
Consequently, supporting this strategic ch ange requires a holistic change toward being
more customer -orientated and having a value based culture. It is imperative to make the

service provision strategy the clearly dominant factor to facilitate the necessary change

(Nuutinen & Lappalainen, 2012). O ther scholars consider servitization as a competitive
strategy taking place at the business unit level (Gebauer et al., 2010b; Kinnunen &
Turunen, 2012), where there is no need for the entire organization to adopt the service

approach and develop service ¢  apabilities at the expense of product capabilities. Thus,
servitization should be pursued at the business strategic level and run by a separate
business unit (Kinnunen & Turunen, 2012). Finally, servitization also considered an
innovation strategy at opera tional level that enhances operational process efficiency and

effectiveness (Van Halen el al ., 2005).

However, the success of servitization depends on using proper adoption methods (Vendrell -
Herrero et al., 2014). These adoption methods vary among industr ies (Lay, 2014). A
project -based process differs from a product manufacturing process, as the project
addresses specific goals and objectives based on a short life -cycle provision and long

lifetime outcome (Galera  -Zarco etal ., 2014).

This study highligh ts the importance of conceptualizing the real estate development project

around product and service as a vital element of marketing success. The case studies

realized that customers are at the heart of a marketing orientation strategy and there is a

clear interdependency between offering services and customer satisfaction. Guided by the

study findings, the decision to incorporate services took place at the corporate strategic

level. The servitization strategic -decision is mainly addressed as a central strat egic decision

that governs the general direction of the organisation and sets the general procedures,

rules, and principals. It orientates the entire organization and project toward marketing and

customers to create superior customer values. The overall or ganizational culture is re -
developed around the service concept and the significant role of services as a source of

organizational success. Thus, the market and customers are the starting point in project

development. Nevertheless, the findings pointed to the importance of project operations
PDQDJHPHQW DV DQ HIIHFWLYH WRRO HPSOR\HG WR PD[LPLVH WKH
success, which is eventually the platform for providing successful services. The case studies

HPSKDVLVH WKH SURMHFW T Waliti &ld &p® as essBridleleents to maximise

WKH SRWHQWLDO RI WKH SURMHFWYfV VXFFHVV 7KHUHIRUH WKH SURM
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be introduced to steer and influence project managers to work using certain practices,
to improve the likelihood of project success, by clearly defining the scope, objectives, and

outcomes of a project  -service system.

The findings indicates that the project nature of real estate development businesses implies

that when offering service a firm needs to run effectively two key activities simultaneously

to deliver its outcome successfully. These are customer relations and project management.

Therefore, it is vital that real estate firms develop a balanced focus on service provision and

efficient project management. Accor ding to the findings, an effective strategic alignment

KDV D VLIJQLILFDQW LQIOXHQFH RQ WKH SURMHFWY{VY RYHUDOO SHUIRUP
and project operations is a focal point of offering services in realty projects. The uniqueness

of servicee VXSSRUWV WKH SURMHFWIIV GLIIHUHQWLDWbLRBI@ aeméhDWHJI\ D
supports customer satisfaction. Also, while servitization influences the practices of project

operations, an effective project operations management supports the success of

servi tization.

5.2.3 Servitization Strategic Approach

Organizations offer different types of services integrated to their products aiming at shifting

from selling abstract products to selling outcome and system solutions (Baines et al.,

2009a). A successful  service provision should be capable of adding more value as well as

PHHW FXVWRPHUVY QHHGV 3LQJ -LD 7KH VHUYLFH RIIHULQJ |
elements. These are the product, the service, and the integration system (Tukker, 2004).

These servic HV FRXOG EH DGGHG UHODWLQJ WR RUJDQL]DWLRQVY SURGXF
none of them (Mathieu, 2001a). Various categories of service have been described in

literature, where product -oriented, use -oriented and result -oriented are the three common

categories of a product -service system (Neely, 2008). These categories were developed

based on different levels of integration between products and services, and in tandem with

the incremental movement of servitization (Baines et al., 2009a). Each category contains

different services and different system features (Tukker, 2004). Neely, (2008) identified

twelve separate kinds of services and extended the three main categories above into five

categories by adding the integration -oriented approach and the serv ice-oriented approach.

According to Frambach et al., (1997), these different services would be offered within three

time -periods, which are before the sales process, during the sales process and after the

sales process.

The findings of this study showed t hat the case studies adopted servitization and offered

different types and range of services. These services were offered in three periods of the
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project life cycle: the project initial design and planning phase; the project execution

phase; and post proj ect delivery phase. At these different phases of the life cycle, the case

study companies gradually offered basic services, advanced services and system solutions.

These different types and range of services are used to develop the four categories of

servi tization in the real estate development industry, which are namely; project -oriented,

product -oriented, customer -oriented and service -oriented (See table 4  -7).

The project -oriented approach involves conceptualizing the project design to deliver general

standard services, where additional basic services directly related to the project concept are

SURYLGHG +HUH WKH VHUYLFH FRQFHSW ZDV HPEHGGHG HDUO\ LQ
SURMHFW ZDV GHVLJQHG DURXQG VDWLVI\LQJ JHQHUD GficFHavkéetRPHUV T |
segment. These included the need of development modern cities within a reasonable price

range; the need for more s ecurity and gated communities; the need to cater for people who

enjoy a high social status and luxurious lifestyle; the need for an attractive business

environment and fully served and equipped industrial cities. These services were offered to

place the project in a particular perceptual position within the mind of the customers

The product -oriented approach involves offering basi c services related to product to
enhance product sales. The product -oriented systems involve offering basic services. The
services offered during project planning and initial design were designed as an attractive

customer entry mode such as 3D animated tou rs on projects building villas. These basic
services add value to customers and improve the minimum level required from the real

estate development firm to operate its business

The customer -oriented approach involves offering advanced services related to customer
activities offered to enhance customer satisfaction. These services offered during the
execution phase were designed to keep the customer satisfied by producing more
customized and tailored output. These services help building firms to be more com petitive
and support customer  -purchasing decisions. These advanced services are considered as the

base of order -winner criteria.

Finally, the service -oriented approach involves offering more advance services and system
solutions. These services are desig ned to enable sustainable living and day -to-day running
of the project facilities. It is offered to gain customer trust and influence their purchasing

decision of what is a long -term expensive asset. These services offered after project
delivery. These sy stem solution services are designed to provide a safe, compliant, and

clean living or working environment and were designed to gain customer trust and influence
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their purchasing decision of a long -term asset. The system solutions services make
customers mo re confident with their purchasing decision develop unique competencies and

shape the order -winning criteria.

5.2.4 The Factors Influencing the Adoption of Servitization Strategy

Traditionally, several internal and external factors must be considered w hen selecting a new
business strategy (Johnson et al.,, 2013). Today, organizations are increasingly adopting a
servitization strategy. Still, the question of how different external factors affect the adoption

of a servitization strategy is not well researc hed (Turunen & Finne , 2014). Scholars argue
that only organizational capabilities are considered for adopting different approaches of
servitization (Oliva & Kallenberg, 2003; Baines et al.,, 2009a ; Gebauer et al., 2012a). Those
capabilities are related to t KH RUJDQL]DWLRQTVY DELOLW\ WR VHQVH EXVLC
transforming organizations from product -oriented organizations into customer -oriented
organizations (Gebauer et al., 2012a). Recently, Turunen & Finne , (2014) conducted a
theoretical analysis to in  vestigate the influence of environmental factors when adopting a
servitization strategy. Conceptually, their study concluded that external environmental

factors do not affect the adoption of a servitization strategy in different industries or

countries and  the adoption process is a contingency transformation.

The practices of the case studies were found to be in agreement with the above arguments,

where the service decision took place on a case -by-case basis and the macro external
factors of the busi ness environment were not considered as significant when the decision of
offering services was made. The project is only under pressure from dynamic customer

needs to deliver more customer value. According to the case studies, the servitization

journey sta rted with the project design phase, as each project was developed to offer basic

services integrated to the projects to address a need of a specific market segment. These

services were seen to offer a competitive edge to the project. The case studies offer ed
services based on entrepreneurial decisions, and the process of developing more advance

services was orientated toward problem solving, where the development of service ideas

took place at executive management level and the application of that idea came later by the
project management team. These services were offered to add more value and to address

customer needs.

5.2.6 Section summary
Service provision becomes an imperative and fundamental element in real estate projects.
21I1HULQJ VHUYLFHY DGGV YDOXH IRU FXVWRPHUV DQG VXSSRUWY D SU!

External strategic factors were not mainly involved in the decision to offer services. Real
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estate development organizations need to offer different types and levels of services during

the project life cycle to gain competitive advantage and influence the customer -purchasing
decision. Offering basic services add value to customers and improve order qualifiers
criteria. Advance services are the base of order winning criteria, these services satisfies
customers. System solutions services support customer confidence and shape the order

winning criteria. Still, linking servitization st rategic decisions to project operations and
balancing service provision and project management maximizes both services and project

outcomes.

5.3 Servitization Strategic Formulation
Servitization consists of different approaches (Oliva & Kallenberg, 2003; Tukker, 2004), and
different industries need to follow different routes (Rajala et al., 2013; Lay, 2014; Kim et
al., 2015). A solid strategic design is required for providing services successfully
(Ohvanainen & Hakala, 2014). This section discusses the st rategic design process of
servitization in the real estate development industry. Seven themes related to servitization
strategic formulation process are presented as follow:

1- The motivations for providing services

2- The scope and extent of offering services

3- The entry mode of servitization strategy

4- The factors influencing the design of services

5- The design approach of services

6- The facilities arrangement for offering services

7- The prices decision of offering services

5.3.1 The Motivations for Providing Se rvices

Servitization is becoming a worldwide trend (Turunen & Finne, 2014). Still, organizations

are disconcerted about the strategic goals and objectives of servitization (Raddats & Burton,

2011). The literature suggests several factors and drivers moti vating organizations to offer
both product and service. It indicates that servitization strategy is being forced by the
business environment, as this environment vyields different threats and prospects
(Vandermerwe & Rada, 1988), whereby providing services becomes a necessary move for
all firms to create competitive advantage (Kujala et al.,, 2013). Other scholars consider
intrinsic rewards as the main drivers for adopting a servitization strategy (Nordin &
Kowalkowski, 2010). Businesses are inspired to adopt a servitization strategy based on
marketing, strategic, and financial motivations (Mathieu, 2001a). However, other scholars

maintain that both the external environment factors and the expected advantages when

offering services drive the adoption of a serv itization strategy (Tether & Bascavusoglu
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Moreau , 2012a). Nevertheless, the utilization of the intrinsic rewards of providing services
remains the outstanding factor encouraging organizations to added services to their product

(Lay, 2014). Tether & Bascav usoglu - Moreau, (2012a) conducted further analysis to study
the motivation of servitization using a bespoke survey, collecting data from 256 companies.

They found that organizations are offering services not for one specific reason, but for a

combination of  strategic, marketing, and financial reasons.

The findings of this study indicate that service provision is mainly driven by customers and

DLPHG DW RXWSHUIRUPLQJ FRPSHWLWRUYV E\ DWWUDFWLQJ FXVWRPHUV
gaining customer trust. A m ix of external and internal factors is motivating service provision

in real estate development projects. &XVWRPHUVY QHHGY DUH GUDPDWLFDOO\ FKD(
become more conscious, exacting and more ambulant. Offering services is imperative to

meet custom er needs. Service offers more value to the customer. It provides customers

ZLWK PRUH IOH[LELOLW\ WR PDNH FKDQJHV GXULQJ D SURMHFWVYT H]I

improves customer satisfaction. As well as, o ffering sustainable service builds customer
trust, inspires customer confidence and assures customers of reliable long -term support.  On
the other hand, the case studies offered services for a combination of internal factors are

the basic ideas behind the adoption of a servitization strategy. These mo tivations were
categorized based on the work of Mathieu, (2001a) and Lay, (2014) into four main
categories: marketing, strategic, innovation, and financial incentives (Figure 4 -8).

The case studies offered services for a combination of interconnected rea sons, one of which

for example, was to attract more customers and stimulate project sales. This is a
differentiating element to gain a competitive advantage by offering more value rather than

reducing costs. Besides, service is intangible and hard to imit ate. These objectives are
described as the strategic rationale. Services were also offered to promote projects in the
marketplace and enhance the customer perception of these projects. Adding service
enriches customer value whilst the service itself is per ceived as a personal customization.
Additionally, service provision creates a closer relationship between organizations and
customers. These objectives are described as marketing rationale. As well as, service
provision increases the project sales. This ob jective is described as the financial rationale.
Finally, the innovation rationale involves the ability to develop new ideas based on services
SURYLVLRQ WKH DELOLW\ WR OHDUQ IURP FXVWRPHUV DQG IURP WKH
Nevertheless, the ease a nd simplicity of developing and offering services played a significant

role in motivating companies to excel in the market place by providing services. The case

studies were motivated to attract more customers using a simple innovation method to
outperform  competitors and increase market share and unit sales. This was based on

service innovation rather than product innovation. This is reasonable when linked to the
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available construction technology in developing countries, as service innovation is more

flexi ble, requiring less sophisticated technology, less research and development activities as

well as less complex actions than product innovation. Besides, as service is labour intensive

and it does not require a significant capital investment. The findings showed that the
motivation factors for service provision are inter -connected and that there is a clear

overlapping of them.

5.3.2 The Scope and Extent of Offering Services

The decision to offer services is complex and associated with a high degree of u ncertainty
(Benedettiniet al., 2015a). Businesses could offer services either related or unrelated to the
company’s current business, customers and market (Galbraith, 2002; Fischer et al., 2010).

A strategic challenge emerges from the level of service provision strategy and the degree of

customer -oriented approach to be applied (Baines et al., 2009a). Understanding the extent
to which a service provision strategy will mature is challenging (Baines et al., 2010). Debate
among scholars has emerged regarding the extent of services provision (Baines et al.,

2010). A servitization strategy has different forms and dimensions (Oliva & Kallenberg,

2003; Tukker, 2004). Each dimension includes differe nt activities and elements of product
and service systems (Sakao & Lindahl, 2009). Each dimension has its own outcome and

impact on organizational performance and each dimension has its own set of difficulties and
requirements (Martinez et al., 2010). Scho lars argue that it is more difficult for firms to
benefit from servitization by adding services than might be expected (Gebauer et al., 2005).
Focusing on high value -added service could lead to bankruptcy (Neely, 2008). Other
scholars argue the positive im pact of servitization happens when providing one high value -
added service to customers (Visnjic et al.,, 2012; Min et al., 2015). Generally, previous
studies specify different results regarding the impact of various extents of servitization on
organizationa | performance (Benedettini et al., 2015a). There is also limited practical

guidance related to the scope and extent of offering services (Baines et al ., 2010).

7KH VWXG\TV ILQGLQJY LQGLFDWH WKDW RIIHULQJ VHUYLFH EHFRPHV
estate development industry. The nature of the building projects influenced the extent of

service provision as the main value of a project becomes within the whole project life cycle.

Moreover, the outcome of real estate projects are long -life units and the  purchasing decision

requires heavy investment from customers. Consequently, it is imperative for customers to

have a high level of comfort with their decision. This requires a long -term commitment and

relationship between customer and supplier, whereby bus inesses have to deal with the long

term challenges of the real estate project by offering sustainable services.
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The findings argue that in realty projects, servitization is an inter -dependant and
interconnected process covering the whole project life cyc le. Providing life -cycle services is

critical to gain full customer satisfaction. Realty firms have to offer basics, advance and

VI\VWHP VROXWLRQV VHUYLFHV GXULQJ WKH SURMHFW{V OLIH F\FOH
RXWFRPH DQG LPSDFW RQ SURu&HRMWEVEr, $hese |dnkeRIbAs shape the

benefit of servitization. Services should be continuously enhanced with more advanced

RQHV 7KHVH VHUYLFHVY VKRXOG EH UHODWHG WR WKH SURMHFWTTV QDV
the market segment. In terms of servi ce scope, the findings recommend a limited scope of

services to reduce task variety and decrease project uncertainty. The study points to

different features that guide the service provision process. Addressing customer needs

through careful planning and in cremental development are imperative components of a

servitization strategy (Figure 4 -14).

5.3.3 The Entry Mode of Servitization Strategy

Identifying the entry mode of offering services is highly significant (Lerch & Gotsch, 2014a).
The methods of introducing services into the market creates a strategic debate among
researchers (Gebauer et al., 2008a; 2008b) about whether to offer services related to
products or offer services related to customers (Mathieu, 2001a). Th e trade -off between
these alternative models is between reducing the risk of offering services and gaining
competitive advantage. Offering a basic service bounded around organizational capabilities

and related to product functionality reduces service expan sion risk and supports sales of the

product. Offering services related to customer activities are more sophisticated and riskier,

but more strategically rewarding (Baines et al., 2010). It is more notable, perceptible, and
appreciable by customers and more strategically fruitful (Martinez et al., 2010). It is the
best way to add more value for customers (Antioco et al., 2008). Other scholars argue that

different entry modes into servitization are acceptable as long as the offered services at this
stage are simple, standard, add more value to customers and fit with a large segment of the
RUJDQL]DWLRQTVY FXVWRPHUV %R\W +DUYH\

The study found that the companies under investigation engaged with servitization strategy

by designing their projects aroun d general customer needs that were based on offering

simple services related to customer activities. The case studies offered project - oriented

services. The service element is introduced by conceptualizing the project around offering

general and basicser YLFHV UHODWHG WR FXVWRPHUYSYV gadéite\projgetin®¥H VHUYLF
particular perceptual position within the mind of the customers . These services are simple,
VWDQGDUG DGG YDOXH WR FXVWRPHUV DQG ILW ZLWK D ODUJH Vt

custom ers. The study found that offering services directed toward customer needs and
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related to project outcome captures customer attention. Interestingly, the study found that

there were no differences in modes of market entry among the case studies. They manag e
different types of building projects, target different types of market segments and offer

different types of services. This could be attributed to the ease and low cost of services
development and to the resources and technology available in the operatio nal environment.
The study found that designing building projects toward offering basic and offering standard

services related to customer needs attracts customer and is a key criteria making the

project more valuable and qualified for customers as a sourc e of purchase.

5.3.4 The Factors Influencing the Design of Service

Businesses are shifting from offering only products to offering system solutions by adding

services (Oliva & Kallenberg, 2003). Still, service is vague, wide, complicated and hard to
characterize (Slack, 2005). Developing a successful design of a product and services system

is a comp lex and challenging task (Sakao et al., 2009, and Kujala et  al., 2011). A debate
among scholars emerged regarding factors influencing the design of an effecti ve service
provision. The widespread literature on servitization strategy argues that services should fit

ZLWK WKH RUJDQL]DWLRQYV FFRilivd & RKBli®rbevg QEO8)V Other scholars
IRFXVHG RQ WKH FXVWRPHU DQG FXVWRPHUVY Q HadtGry afiedting/tkeH PRV W LF
design of services to be offered (Boyt & Harvey, 1997). Other scholars considered that both

external environmental factors and internal organizational factors affect the design and the

success of a servitization strategy (Windahl & L akemond, 2006; Pawar et al., 2009;
Lertsakthanakun et  al., 2012). Nevertheless, few researchers specifically study the factors

influencing the design of a successful service provision.

This study acknowledges the challenge of designing an effective serv ice provision. The
findings emphasise the parallel development of project and services to mitigate this
challenge. The findings of this study showed both external and internal factors must be
considered when designing an effective services package. The ser vices were designed with
the needs of customers in mind. These results support the notion of a servitization strategy

as a market driven approach. Still, the project and services must be designed
simultaneously. Services should be incorporated into the pro ject scope and considered in
the earlier stages of project design. Companies have to consider several factors when
designing effective services to create value for customers. Some of these factors are beyond
WKH RUJDQL]DWLRQYV FRQWURO rvicksHsbadldWe<ddiltiRallyH &lendabt, vhidtch
customer needs, fit with the nature of the market and business regulations. On the other

hand, other factors are under organizational control, where the services design should be
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competitive, carried out at an ec RQRPLFDO FRVW ZLWKLQ WKH RUJDQL]DWLRQYV

capabilities.
Influenced by the work of Lertsakthanakun et al., (2012), these factors influencing the
successful services design were grouped into external and internal factors (Table 4 -14).

Within that context, customers are the most influential external factor, as the value will be

evaluated by customers, meaning that service should be both acceptable and appreciated

by customers. Cost structure and organizational capabilities are the most im portant internal

IDFWRUV 2IIHULQJ VHUYLFHV H[WHQGY D SURMHFWIV VFRSH DQG LQ°
customised modifications and changes, after which the project cost is increased.
5HVSRQGHQWY DOVR FRQVLGHUHG PRQLWRULQJ UtLnami® \sGchDaBWLRQV D
economy, culture, technology and legal environment as important factors affecting the

services offering design. The economic situation and cultural issues are one of the sources

of service innovations. The level of advanced technology avai lable has a significant effect on

the type of services offered, whilst another determinant is law or regulations. This attention

to the external macro factors when designing services is unlike previous studies. It could be

justified by the difference and v DULDWLRQ RI WKH VWXG\fV UHVSRQGHQWYV EDV}
situation, the industry type, the nature of the operational process and the characteristics of

the final product.

5.3.5 The Design Approach of Services

Businesses incrementally incorporate comple X services to become a solution provider (Artto

et al., 2008). An efficient development of service is a critical success factor. The failure to

design and introduce an attractive offer leads to loss of organizational competitive

advantage and market failur e (Bamford & Forrester, 2010). A service design approach
therefore, is required to deliver better value to the customer (Sakao et al., 2009), for which
several approaches, tools, and processes have to be considered to deliver a successful

service (Clayton et al., 2012). Mainly, the product service system consists of three main
elements. These are the product itself, the service, and the systems. These three elements
VKRXOG MRLQWO\ KDYH WKH DELOLW\ WR IXOILO FRXK\VY98R VYT QHHG
prof itably contribute to the business (Pawar et al., 2009). Conventional product
development approaches or service development methods are not appropriate for designing

an integrated system of product and service (Clayton et al ., 2012). The question is how to
design a service that produces a competitive integrated system ( Baines et al.,, 2009a).
Despite the substantial growth of servitization research, few empirical researchers studied

the methods of designing a combined successful service and product system (Pawar et al.,

2009; Clayton et  al., 2012). Scholars argue that service is difficult to be systemized, and
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WKH GHYHORSPHQW RI VHUYLFH 32MXVW aK,D&88h;Bikge &H Ea&.X 2012)H W
However, Kindstrom & Kowalkowski, (2014) argue that in order for organizations to offer
successfully a product and service system, a systematic approach has to be adopted. This

systematic approach of services development improves organizational performance (Shekar,

2007).

Evidence from t he case studies indicates that the services development process evolved
gradually and took place on a case -by-case basis. However, the respondents emphasised

the significance of the pre  -planning approach to reduce uncertainty, mitigate risk when
designing successful services. The data analysis facilitated the development of a framework

that describes the potential design approach of a product and services system in building

projects (Table 4 -8). The framework acknowledges the incremental growth of the servi ces
component into the project life cycle, which is in turn linked to the incremental growth of

the customer centric approach based on the servitization strategy. The works of (Artto et

al., 2008; Nordin & Kowalkowski, 2010; Biege et al., 2012; Clayton et al., 2012 ; Visnjic et

al., 2013) formed the basis of the developed framework.

The developed framework by this study demonstrates that within different phases of a

SURMHFW({V OLIH F\FOH GLIIHUHQW VRXUFHV RI VHUYLFHYV GE¢HORSPH

could be systematically grown and offered to customers. For instance, at the project

conceptualization phase, the project and services are developed to address general

FXVWRPHUVY QHHGY EDVHG RQ D SLRQHHULQJ LGHD +HUH rivieH IRFXV

SURMHF W ft&frm @RE@he as the synergy between project and service is the central

HOHPHQW DW WKLV VWDJH 7KH LQWHUQDO H[SHUWYTV RSLQLRQ DQG C

used as the source for developing the services ideas based on their exper iences and

NQRZOHGJH RI WKH VXUURXQGLQJ HQYLURQPHQW DQG PDUNHW QHHGYV

phase, services are also developed based on in -house ideas. Usually, this approach happens

in the earlier stages of project development. When the project is designed, the basic
services are added on by identifying customer needs and finding the best solutions to these

needs. Here, the services are integrated based on a product -oriented design aiming to

attract more customers and sell more units.

In the ex ecutions stage, where more advanced services are provided, different sources for
developing the services were used. At this stage, the case studies used the imitation

strategy by looking at similar projects to offer services that are more advanced. It was used
to look at well -known projects, and to acquire additional knowledge in terms of how they

designed and implemented projects and what unique services were offered. In addition,

FXVWRPHUVY H[SHULHQFHV DQG IHHGEDFN ZHUH FR@S@GIEURG E\
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service is the output of customer ideas based on customer involvement. Accordingly, the

customers guided the companies to develop their service systems. In this stage, the rational

approach was used to enhance customer satisfaction. Finally, when th e project was

delivered, the ideas of offering services that are more advanced were introduced to

companies by domestic and international professional service providers. Here, the design

approach is more oriented towards service innovation, as services are the dominant element

of the design outcome, and the project becomes the platform to deliver these services. Yet,

WKHVH VHUYLFHVY VKRXOG EH GHVLIJQHG WR ILW ZLWK WKH SURMHFW
LQFRUSRUDWHG LQWR WKH SURMH F Wd develeprment of thiskd ser@dedDwere H K

driven by different sources, designed based on different techniques and joined based on

different integration systems.

5.3.6 The Facilities Arrangement for Offering Service
Successful service provision requires mu FK DWWHQWLRQ WR VHUYLFHVY UHTXI

implications (Baines et  al., 2012). Facility arrangement is one of these important decisions

that support the success of a servitization strategy (Baines et al.,, 2009b; Baines &
Lightfoot, 2011). The key considera tion in servitization is to find an appropriate fit between
service strategy and different organizational configuration (Gebauer et al., 2010c). This

configuration should exploit product and services systems synergy (Raddats & Burton,

2011). The academic d iscussions in mainstream literature suggested different organizational
arrangements to produce and deliver an integrated product and service system. These
arrangements involved three main categories, in -house manufacturing, outsourcing, and
strategic netwo rking ( Gebauer, 2008; Kowalkowski et al., 201la; Gebauer et al., 2012a;
7TXUXQHQ 1HHO\ 6WLOO WKHUH LV QR B3ULJKW" GHVLJQ WR
(Kowalkowski et al., 2011b). Several external and internal factors should be taken into
account when d esigning an efficient configuration (Baines et al., 2012). The critical points
for designing an optimum organizational arrangement for service provision are sharing
knowledge and information, coordinating activites and enhancing communication
(Ohvanainen & Hakala, 2014). Scholars recognise the need of multidimensional
configuration to support the transition from product orientation to service orientation (Dunn

& Thomas, 1994; Raddats & Burton, 2011; Matthyssens & Vandenbempt, 2010; Gebauer et

al., 2010c).

3bubooHov ZHUH QRWLFHG EHWZHHQ WKH OLWHUDWXUH DQG WKH
findings support the use of hybrid facilities designed for service provision in real estate
development projects. This hybrid approach combines aspects of both internal and external

arrangements. Realty firms are not able to produce internally all services required to deliver

261



solution systems. The case studies used different external and internal arrangements to

offer services. These arrangements maintain both operationa | efficiency and flexibility. The
system was designed to meet service provisions requirements such as technical expertise

and services characteristics such as customer participation. The findings indicated that basic

services such as customer relationship ~ management, mass customization design, ¢ onsulting
and advising services ZHUH RIIHUHG E\ KLULQJ VNLOOHG LQGLYLGXDOV EDV
internal operations department. Other services such as f inancial services, individual
customization design, equipment supply, and installation require people with more specific
skills like designers with specialist expertise and tools. These servicers were outsourced to

external providers. Where more advanced services, particularly those offered after the
SSURMHFW \G HBXIDMHJ ZHUH SURY L G HsGaleEsepBrateXser@ce unit and through
different strategic alliances and collaborations. These included things like property

management services.

According to the case studies, this hybrid design supports and facilitates different types and
levels of service to be provided. Different pricing policies are used as well. Influenced by the

work of ( Matthyssens & Vandenbempt, 2010; Kowalkowski et al., 2011b), the study
developed a hybrid approach for organizing the services ba sed on internal and external
arrangements (Figure 4  -5). This hybrid approach lines up with the incremental movement of

the servitization strategy. This approach allows building firms to consider different factors.

These include matching customer needs, the types of services offered, the scale and the
scope of services and finally the cost of providing those services. Moreover, this hybrid
approach helps building firms to develop the required competences to be able to offer

different types of advanced and pr ofessional services.

5.3.7 The Price Decision of Offering Service

The pricing policy is one of the critical success factors of servitization (Newnes et al.,, 2014).
In offering service integrated with product, the pricing strategy plays a significant role in

reducing organizational risks by designing and offering viable services, and maintaining a

sufficient income (Ulaga & Reinartz, 2011). Usually, different external and internal factors
affect the pricing decision, where a pricing policy could be developed based on one or more

of these internal or external factors (Avlonitis & Indounas, 2005). According to Indounas,

(2009) a comprehensive pricing approach con sidering multiple internal and external factors,

LV PRUH FRPSHWLWLYH 2QH RI VHUYLWL]DWLRQYY FKDOOHQJHYV ZKHQ I
that customers consider these services should be part of the product and are unwilling to

pay for these services  (Ulaga & Reinartz, 2011; Gebauer et al., 2012a). Therefore, it is vital

for organizations to develop a reliable pricing policy (Artto et al., 2008). Here, the main
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discussion point of a servitization pricing policy is to reach a win -win situation, where
customers are willing to pay for added services and this pricing policy is able to reduce the

organizational cost and risk (Ulaga & Reinartz, 2011).

The findings hi ghlight different approaches to pricing policy used by the case studies.

Combining both external and internal factors, the use of different policies were centred

around two factors; the organizational arrangements for offering services and the type of

service offered. The case studies produced basic service internally and offered these

VHUYLFHV IUHH RI FKDUJH 7KLV 3lUHH RI FKDUJH® SROLF\ LV DQ LPS
basic services considered as add  -ons services. These services were considered as a b asic

SDUW RI WKH FRPSDQ\f{V FRPPLWPHQW DQG ZHUH RIIHUHG WR DWWUD
case studies provided advanced services internally through separate business units or

services departments based on two pricing schemes. The first was, cost plus and the second

was market competitive price for advanced and sophisticated services offered via

RXWVRXUFLQJ 2WKHU DGYDQFHG VHUYLFHY ZHUH RIIHUHG EDVHG RQ F
and based on competitive market prices. The cost plus pricing scheme wa s used to support

customer customization activities and deliver customer satisfaction. While using a market

competitive pricing scheme is more logical when services are provided by third party and

those services provided are more advanced and more costly. Accordingly, the study

developed a decision matrix to support the pricing decision (Table 4 -9).

5.3.8 Section summary

Service provision becomes a key driver of organizational competitive advantage in real
estate development. Both external environmental factors and internal organizational factors
were significant in shaping the design of service provision. Realty firms offer different types

of services at various stages of the project life cycle to attract customers, satisfying
customers and influence the ir purchasing decisions, where aligning services strategy with
project operations is cruci  al., A deliberate strategic plan and systematic development are
imperative to form an appropriate service strategy in building projects. The hybrid
organizational arr angement and multi -dimensional pricing decisions are more appropriate

when offering different types of services.

5.4 Strategy Implementation

The traditional organizational design does not fit with a strategy of service provision. The

successful accomplis KPHQW RI D VHUYLWL]DWLRQ VWUDWHJ\ GHSHQGV RQ WHEk
to develop an optimum structure, culture, management practice and conversion process

that fits with the requirements of service provision (Martinez et al., 2010 ;Kindstrom &
263



Kowalkowsk i 2014). Additionally, servitization strategy requires a specific set of capabilities

to develop, produce, and deliver services (Hanski et al., 2012; Raddats et al ., 2014 ;

Raddats et al

., 2015). This section discusses the strategic implementation process o f

servitization in the real estate development industry. Seven themes related to servitization

strategic implementation process are presented as follow:

1.

Bl S B & B

The capabilities for adopting servitization strategy

The organizational structure for offering service S

The organizational culture for service provision

The operational process for providing services

The quality control system of a product -service system

The challenges of adopting a servitization strategy

Managing servitization challenge

5.4.1 The Capab

Organizational internal capabilities are usually insufficient to implement a servitization

strategy (Paiola et

ensure success of a servitiza

ilities for Adopting Servitization Strategy

al., 2013). Organizations have to develop a new set of capabilities to

tion strategy (Gebauer et al., 2012a; Baines & Lightfoot,

2013b). Still, these capabilities needed to provide services are not always well understood

(Neely et al., 2014). Assessing the required capabilities of offering different services directs

the busin ess decision towards the extent and type of services that can be offered effectively

(Oliva & Kallenberg, 2003). Recently, Raddats et al., (2015) implied that implementing a

servitization strategy consists of two processes: the organizational transformatio n from

product orientation to service orientation and the sustainable operations of service

provisions and development. These two processes require different sets of capabilities

(Gebauer et al., 2012a; Baines & Lightfoot, 2013b). Developing both transform ation and

service operation capabilities are imperative if services are to be provided successfully

(Watanabe & Shimomura, 2013). Other scholars argue that transformation capabilities are

the most important when adopting a servitization strategy (Windahl e t al., 2004; Brady et

al.,

2005b), as the

incremental

process of servitization facilitates the progressive

development of other capabilities over time (Brady et al., 2005b). Nevertheless, other

scholars argue that only entrepreneurial capability is needed to shift from a product

focussed business model to a service focussed business model (Manzini & Vezzoli, 2003).

The findings indicate that organizational capabilities play a significant role in adopting a

servitization strategy in the real estate develop ment sector. The nature of the project

operations process increases the importance of these capabilities, as the construction
SURMHFW LV PRUH FRPSOH[ DQG OLPLWHG LQ WHUPV RI WLPH DQG V.
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cycle hinders the gradual development of service capabilities increasing the probability of a
strategic failure. In addition, the project nature of real estate development implies that

when providing services a firm needs to run two key activities simultaneously in order to
deliver its outcome su ccessfully. Those are customer relations and project management.
Therefore, it is vital that businesses develop capabilities supporting service provision and

efficient project management.

The respondents emphasised the planning and design skills, risk and cost management

skills as the most important capabilities needed to reduce the organizational expansion risk.

7KHVH FDSDELOLWLHYV VXSSRUW WKH RUJDQL]DWLRQYV ORQJ WHUP SO
PDNLQJ PHDQLQJIXO GHFLVLRQV RI V Hhe¥tliieHavgkstpStan@sedgr@nt R

In addition, the findings point to co -ordination capability as vital in a project based business

to handle customer relationships and organize different activities among customers and

employees, processes, functions, dep artments and the project site. This capability is needed

to impose more control over the project process and reduce cost. Furthermore,

PDQDJHPHQW PXVW EH DEOH WR DQWLFLSDWH FXVWRPHU QHHGV WR
activities toward sensing their req uirements to standardizing the scope of services and

reducing the cost of change.

,QIOXHQFHG E\ WKH ZRUN RI %DLQHV ILIKWIRRW E WKH VWXG\TV
skills requirements for offering services in building projects based on reactive and proactive

capabilities (Table 4 -16). Proactive capabilities need to be developed in advance, as it is

necessary to the success of service provision to reduce the associated risks of following such

a strategy. These capabilities are vital to identify pr oject strengths and weaknesses, to

understand customers and to outperform competitors. These capabilities reduce uncertainty

and allow the project manager to adapt to unexpected events successfully and realize the

opportunities from these events. The react ive capabilities are needed to cope with

servitization implications related to organizational change, service operations and to

respond to customer desires. These capabilities are gained incrementally and based on an

organizational learning and development process.

5.4.2 The Organizational Structure for Offering Services

Servitization strategy is a plan of action aiming to transfer organizations from being product
orientated to becoming service orientated (Oliva & Kallenberg, 2003). This requires
restruc turing of the organization toward customers and customer relationships (Gebauer &
Kowalkowski, 2012). In order to support a servitization strategy, the organizational

structure must be improved to fit with the provision of services and to become customer
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centric (Neu & Brown, 2005). Usually, the organizational structure within a product firm is a

functional structure designed around production effectiveness and efficiency. Whereas, the
organizational structure for a service firm is geared to customers (Turu nen & Neely, 2012).
Although of the few studies that address the design of the organizational structure for
combined product and services provision, debate among scholars tends toward the creation

of an optimal organization structure supporting servitizati on strategy. Mont, (2002)
modified the functional organization structure by adding specialist functions to support
provision of services. Salonen, (2011) suggested that a project based structure design must

be a flexible and appropriate structure to delive r customized services to a particular
customer segment in particular project divisions. Built on a longitudinal quasi -experimental
study, Turunen & Neely, (2012) identified the characteristics of organisational design

required for adopting servitization. T heir study investigated the effect of task uncertainty,

task interdependence and organization size. Service provision decreases task predictability

and increases task interdependence. Thus, organizations need an organic structure to meet

the increase of ta sk uncertainty and task interdependence. However, providing services
increases organizational size and reduces efficiency of the control mechanisms. Therefore,
organizations need a mechanistic structure to deal with the control dilemma. Their study

recogni sed that there is no permanent organisational design. They developed a theoretical

model for the necessary structural changes. In the first stage of offering services,
organizations need an organic structure with a high level of flexibility to meet the

exp loratory nature of the new services. Next, organizations need a mechanistic structure to

meet the challenge of managerial control. However, moving between two distinct structures

is not an easy process as it raises organizational inconsistency and tension. They suggested
a hybrid structure, which combined and balanced the elements from the organic and the

mechanistic structure (Turunen & Neely, 2012).

The findings support the argument of (Turunen & Neely, 2012), where the rigid hierarchical

organisational VWUXFWXUH DGYHUVHO\ DIIHFWV WKH VHUYLWL]DWLRQ VW
need to change their structure to fit with service provision. However, in construction

projects there is a significant need to balance the focus between service orientation and

proj ect operations. According to the findings, organizational structure should be flexible

enough to support both customer orientation and project operations, which directs the

whole organization toward customer interactions, and increases coordination and fun FWLRQVY
collaborations. The findings suggest a hybrid organizational structure is needed to manage

project and service provision effectively. This hybrid structure is ideal, by which operational

processes are well organized based on the robust hierarchical controls of a mechanistic

structure, yet at the same time, management has the flexibility of an organic structure to
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respond to the close customer relationships, high customer interaction and high customer
involvement. This requires more flexibility of fa st decision -making and problem solving
approach. Consequently, the characteristics of this type of organization structure should

have the features of an organic structure with a flat design and more decentralized decision -
making. This organic flat structur H HYROYHV ZLWK WKH RUJDQL]DWLRQTV
standardized products to customized ones. This movement requires fewer management

tiers and more employee empowerment. In addition, this requires multiple dimensions of a

control system with narrower spans of control. This narrow control system was attributed to

the importance of performance assessment based on service provision and customer

contact, as the organization needs to monitor this performance within several areas based

on multiple criteria. Still, p roject constraints, project ambiguity and high task
interdependence require more mechanistic structures and robust hierarchical controls. The

study identified the main characteristics of the recommended structure. This organization

structure has to balance the focus between innovation and productivity and enable
independence between service provision and project management. It has to facilitate an

effective integration system that is needed to change the business direction to become a

solution provider and it needs to facilitate communication and coordination between
different departments to support successful services provision and efficient project

management.

5.4.3 The Organizational Culture for Service Provision

Organizational culture is a significant ¢ omponent of a servitization strategy (Dubruc et al.,
2014). It is a determining factor forming organizational change (Brax, 2005). The product -
oriented culture is centred on productivity and efficiency (Kinnunen & Turunen, 2012). A

service -oriented culture emphasises on developing long -term customer relationships by
developing integrated activities and flexible procedures that support customers (Nuutinen &
Lappalainen, 2012). The characteristics of service reshape organizational culture (Webster &

White, 20 10). Although researchers agreed on the positive roles of service orientation

culture on the success of servitization strategy, these roles are not without debate. Service

orientation and product orientation are two distinct types of organizational culture s and both
Rl WKHP KDYH DQ LQAXHQFH RQ RUJDQL]DWLRQDO SHUIRUPDQFH
Product orientation creates competitive advantage by focusing on productivity, performance

and quality (Visnjic & Looy, 2013a). A service -orientated culture creat es competitive
advantage and leads to better customer satisfaction by stimulating and developing
RUJDQL]I]DWLRQVYT LQQRYD W& e IS 2eN0g).LHovkeMey, the requirements of

services such as flexibility and heterogeneity contradict the tradi tional characteristics of
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product operation processes such as standardization, productivity and effectiveness

(Mathieu, 2001b).

Scholars argue that to implement a servitization strategy successfully a dominant service
orientation and customer centric app roach should be developed (Brax, 2005; Nuutinen &
Lappalainen, 2012). This dominant orientation facilitates customer understanding which is
imperative for servitization success (Ohvanainen & Hakala, 2014). However, other scholars
argue that although a cust  omer centric approach and service orientation need support from
the whole organization, organizations do not need to change completely toward services
focused practices. Adopting servitization based on a separate services business is more
appropriate (Kinn unen & Turunen, 2012). This separate service unit will decrease the clash

between product and service cultures (Gebauer et al.,, 2007; Gebauer et al., 2010b).

The findings confirmed that adopting servitization strategy in real estate development

businesse s requires a new organizational culture that fits with service provision. The

services culture coupled with focused customer orientation are vital components for a better

performance. The real estate development firms needs to relinquish the focus on cost

reduction and focus more in customers. Yet, the findings indicated that the relationship

between customer orientation and project management is indispensible, as customers will

not accept low quality and high cost products. Project orientation is also vita | to develop and

build a superior product and to deliver a profitable project by focusing on operational

effectiveness, time, and quality. The study found that more balance is required between a

service culture and project management culture. The service o rientation directs the project

DQG WKH SURMHFWYY GHYHORSPHQW WR FXVWRPHUVY QHHGY DQG UHT
it is more relevant to take advantage of both a customer -centric and efficient management

of project operations. The findings suggested that companies have to balance the service

orientation culture that encompasses the values of process innovation, customer

LPSRUWDQFH SUREOHP VROYLQJ DQG AH[LELOLW\ ZLWK WKH SURMHF
involves project productivity and efficiency, and is based on time, cost and quality factors.

Businesses should combine services and product into one operational process. Adopting a

servitization strategy requires support from the whole organization. Still, project orientation

is also important logic . Thus, it is significantly important to align the core business interests

with customer satisfaction in project -based organizations.

5.4.4 The Operational Process for Providing Services
This aspect is involved with the process design used in the operat ion system, which is

expected to deliver efficient and effective product and services systems (Smith et al.,
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2014). Thus, it is imperative to consider the similarities and differences between products

and services when designing an operational system (Voss & Hsuan, 2009). A product
operation process is orientated toward standardization and automation to achieve standard

quality, enhance production efficiency and reduce production costs and errors (Slack et al.,
2013). The service operation system produces i ntangible and perishable outputs. It deals

with a higher level of customer contact where production and consumption processes occur

simultaneously (Krajewski et al., 7KH VHUYLWL]DWLRQ VWUDWHJ\ VKLIWV WK
from cost, time, and quality, to system accessibility, dependability, performance and

functionality (Lightfoot et al., 2011). This shift from a standardized operation process to a

customized operation process is the main challenge when offering services (Smith et al.,

2014). A service created for each customer is unique, divergent and requires a flexible flow

(Brown et al.,, 2013). Moreover, customers are more likely to engage with the process,

which requires more customer contact points (Slack et al., 2013). Debate = among scholars
emerged from the dominant factor of operational process design. For instance, Ohvanainen
& Hakala, (2014) argue that the success of servitization depends on understanding
customers, as customers are the main criteria in the design of an eff ective operation
process. Quinn et al., (2013) argued that the major successes of business come from
services integrated into the product. This means that the operational process should be

designed around the service element. Collier & Meyer, (1998), argue that the operational
process should be designed around the characteristics of the dominant element of the

system whether it is the product or the services. Smith et al., (2014) linked the operations
process design to the value transition from offering pro ducts to offering system solutions.
However, Baines et al., (2009c) argue that the output of a product -service system is the

combined value of tangible assets and intangible services.

According to the findings of this study, service provision in real est ate development projects

requires a modification of the operation process, which could lead to an operational clash.

&XVWRPHUVY SUHVHQFH DQG YDULDELOLW\ DSSHDU WR GLVUXSW \
operations, which increases project cost and reduces the products attention to detail. The

cQGLQJVY VXSSRUW WKH DUJXPHQW WKDW IRFXVLQJ RQ WKH YDOXH RI
system is more efficient for delivering superior customer value where, both service provision

and project operations should be conside red for designing an effective and successful

operational process of providing project -service systems. The findings show that real estate

organizations need to develop an operational process that combines both product and

service characteristics. Both ta ngible and intangible features must be considered.

Measurements such as product quality, conformance and product specification criteria are

essential to control project time, scope, cost, enhance resource utilization and minimise
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waste. Still, customer rel  ationship management is vital to enhance customer satisfaction

and ensure best performance delivery.

The case studies used a combination of operational practices that support service provision

and project operations management. The service operational pr ocess has a high customer

involvement with customized tasks. The service process is labour intensive and requires a

high level of interpersonal skills. The presence of customers also requires attention to

workforce appearance and facility design. On the ot her hand, project operations

management deals with large scale and complex output of daily tasks, and this requires a

KLJK OHYHO RI FRQWURO RYHU WKH SURMHFW{V WDVNV 7KH ILQGL¢
between product and services operational process sy stems. The case study companies

restricted customer contact points to a specific department, and worked to reduce the

V\VWHPTV YDULDELOLW\ E\ EDODQFLQJ VWDQGDUGL]DWLRQ DQG FXVWR
The proposed operating system enjoys both stand ardization and flexibility. The study

suggested different features of project and services operation systems. According to these

features, the system should be flexible, rational and orientated to customers. From this, real

estate organizations should be a EOH WR XQGHUVWDQG WKHLU FXVWRPHUVY H[SH

to exceed these expectations through effective project operations.

This study developed a framework to respond quickly to wide variations and dynamic
FXVWRPHUVY QHHGV LQ WKH E Xpp@é&h Qf Impléhfeltim)Unasd Qustomization
was compiled to enable various combinations. These were based on modular designs where

the final service could be assembled efficiently from a set of standardized modules in
response to customer needs. This modul arization of offered services yields many
advantages. It will increase system functionality, promote reliability and flexibility, and

improve efficiency.

5.4.5 The Quality Control System of a Product - Service System

Although the importance of offering s ervice s has been extensively discussed in literature,
curiously, there is still a lack of attention to the dimensions of quality control systems of

services integrated to products in the servitization context (Mert et al., 2014). Quality
management is comp ulsory and the quality aspect is even more important in service
operations (Brown et al., 2013). The service quality system is vital to address several gaps
between customer expectations and services performance. This could lead to customer
dissatisfaction (Parasuraman et al., 1988). The quality dimensions used to assess products

are different from the quality dimensions used to assess services (Baines et al., 2009b). The

SSURGXFW TXDOLW\ DVVHVVPHQW" ™ V\VWHP XVXDOO\ XVHV GLPHQVLF
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perfo rmance, product durability, reliability, conformance, serviceability, aesthetics, and

perceived quality (Garvin, 1987). These dimensions focus on efficient production operations

processes by producing standard products with a low level of defective units a nd an efficient

utilization of resources (Baines et al., 2009b). The quality of service is measured based on

service reliability, tangibility, assurance, responsiveness, and empathy (Parasuraman et al.,

1988). The service quality control system is more sub jective and tends to be based on
SHUIRUPDQFH HYDOXDWLRQ 7KLY FRQWURO V\VWHP IRFXVHV RQ
satisfaction (Baines et  al., 2009b). Servitization integrates both product and service into a

system. This means that there is an added challen ge to develop an adequate product and

service control system (Meier et al.,, 2013; Mertet al., 2014).

In the context of real estate development, the study designates the importance of
developing a quality control system for offering services integrated to the project. The
findings show the need to develop a quality control system that combines both product and

service characteristics; where both the tangible and intangible features have to be
considered. Measurements such as product quality conformance and product specification
criteria are essential to control project time, scope and cost; enhance resource utilization;

and minimise waste. Still, customer relationship management is vital to enhance customer
satisfaction and ensure best performance delivery. According to the findings, servitization

quality is described using three interrelated aspects; the product, the service and the

F

V\VWHP 7KRVH DVSHFWV UHSUHVHQW WKH UHTXLUHG TXDOLW\ WR VO

meet their expectations. The first qua lity aspect is related to the product, which mainly
concerns the product design, engineering and operations process. It is also concerned with

the levels of compliance with pre -determined specifications and standards. These standards
and specifications sho uld lead to high product quality. The second aspect is related to

service quality, which mainly concerns managing customer relationships, understanding

FXVWRPHUVY QHHGY PHHWLQJ FXVWRPHUVY H[SHFWDWLRQV DQG LPS

The third aspect re lated to the integration system, it is mainly concerned improving the
synergy between product and services and adding more value to customers. The system
considers the features of both product and service and the inter -dependent relationship

between them. This system should improve the performance of both product and service.

The study suggested different features of project and services quality control systems
(Table 4 -26). According to these features, the quality control system should be flexible,

rational and orientated toward customers. From this, realty projects should be able to

XQGHUVWDQG WKHLU FXVWRPHUVY H[SHFWDWLRQV DQG VWULYH WR HJ

effective project management.
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5.4.6 The Challenges of Adopting a Servitization Strategy

The adoption of a servitization strategy imposes different difficulties (Javan & Touri, 2012).

Baines et al.,, (2009a) summarized these difficulties and put them into three main
categories. These categories are the service strategy; the design of the service; and
organizational changes. These challenges mainly emerge from the integration between two

divergent processes, the product operations process and the service ope rations process
(Gebauer et al., 2004). Scholars consider that changing organizational culture from a
product -orientation to a customer -orientated culture is the main challenge when
implementing a servitization strategy (Neely et al.,, 201la; Ohvanainen & H akala, 2014).
The challenge of designing an effective service system emerges from the nature of services

(Biege et al.,, 2012), the insufficient experience of developing an effective product service

system (Ohvanainen & Hakala, 2014) and the difficulty of u nderstanding the extent to which
the service strategy will mature (Baines et al., 2010). Finally, the organizational strategic
challenge emerges from the multi -dimensional approach of a servitization strategy (Oliva &
Kallenberg, 2003), and the different r equirements of each dimension (Martinez et al.,
2010).

The study affirmed that the adoption of a servitization strategy in building projects is
challenging, and imposes its own strategic barriers. The findings highlighted different
challenges that occurre  d when offering services (Table 4 -15). Unlike servitization literature,
the study found that managing the service provision is the main challenge of servitization in

real estate development projects. Real estate development firms have to run two key

activi ties simultaneously to deliver a successful outcome. Those are customer relations and

project management. Projects have a relatively short pre -determined life span with a
specified scope of work, clear objectives and specific starting and ending points. Ad ding the
service element into a project will fundamentally change aspects of the project such as the

delivery time, the project cost, and quality. This contradicts the project objectives and the

long standing practices of project management. Therefore, off ering services requires more
managerial attention and a more effective management system. Real estate development

firms have to ensure the right balance between product and services management. They

have to plan and design the optimum level of services pro vision that create more value for
customers, reduce divergence of the operational process, meet the variety of customer

needs and reduce organizational risk. In addition, the impact of services on the operations

process and the lack of coordination among e mployees, activities, functions, departments
and project site can create problems. The findings point to the need to manage service

provision effectively. This is justified by the divergent nature of project operations, which
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are designed to achieve specif ic objectives based on high task interdependence, with high
uncertainty and a limited work scope. On the other hand, the nature of service makes it

hard to be definitive and to standardize, which increases project uncertainty and broadens

the project scope . Therefore, managing service provision in construction projects is more

challenging.

The findings also showed that customer presence is another significant challenge when

offering services in building projects. Customer presence requires an effective s ervice
management that is flexible and responsive to customer needs, places more controls over

project cost, has more collaboration activities, more capabilities and a different operational

process. This customer presence brings new challenges and requires different organizational

capabilities and competencies. Therefore, managing close customer relationships with high

customer involvement is one of the main challenges of servitization. Furthermore, the

findings indicate that the project cost presents anoth er challenge when offering services.

This can be justified by the cost of changes, as the project is moving forward. The cost of

FKDQJH EHFRPHV KLJK DQG VLJQLILFDQWO\ DIIHFWV WKH SURGXFW(V
OLQNHG WR FRPSHWLWRUWHIUP¥WIYERRSENWILQVRUVY] SURGXFW TXDOLW\

which generates another challenge for offering services in realty projects.

5.4.7 Managing Servitization Challenge

A servitization reforms an organization around a deep understanding of customers, which
requires significant changes of organizational practices and attitudes toward the service

elements as these become the main source of competitive advantage (Nuutinen &
Lappalainen, 2012). A service -oriented organization requires developing the integr ation of

strategic choice, organizational arrangement and the activities associated with service

provision into an efficient, homogeneous, and harmonious system (Bowen et al.,, 1991).
This change has to occur across the organization such as in management pr actices,
innovation practices and customer relations (Martinez et al., 2010). Typically, organizations

will encounter challenges inherent in their traditional business model, operations process,
structure and culture ( Kinnunen & Turunen, 2012; Nuutinen & L appalainen, 2012). Debates

among scholars are around the extent of change and the nature of the change process.

Kinnunen & Turunen, (2012) argue that the incremental approach using an evolutionary
change process facilities a smoother transformation from product orientation to service
orientation by emphasising the importance of service elements as the main sources of
competitive advantage. In contrast, Brax, (2005) and Nuutinen & Lappalainen, (2012)

criticised the incremental approach. They suggested the revolutionary change as the most
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appropriate model to mitigate the risks of organizational change and to succeed in adopting
a servitization strategy by reinforcing the importance of service elements and applying a
comprehensive, fundamental and fast chang e of organizational culture and structure that
traditionally evolved to support product orientation. Kowalkowski et al., (2012) suggested
an agile incremental approach, where the change took place by systematic and logical
increments, with an emphasis on f lexibility and responsiveness. Dubruc et al., (2014) argue
that in order to reduce operational problems and organizational transformation issues, when

developing a customer -orientated organization requiring a long time period; the change
process should sta rt at corporate level and smoothly diffuse into other organizational levels.

This should be done by a continuous learning process.

The study indicates the importance of services orientation and customer -centric approaches
in real estate development proje cts. Providing service becomes an important
competitiveness factor. Still, the project management tool is also important to achieve the

objectives of the business effectively. The project nature of real estate development
businesses implies that when offer ing service a firm needs to run two key activities
simultaneously to deliver its outcome successfully. Those are customer relations and project
management.  According to the case studies, enforcing service culture and customer
orientation disrupts project o perations management. Usually, the development of a service -
focused and customer -centric culture requires nurture and continuous efforts but without a

need to radically change the whole organization. Therefore, the deliberate strategic plan of
servitizatio n will solve most servitization difficulties. The ability to maintain both the project

and service orientation values, rather than substituting one for the other is an appropriate

technique to deliver successful outcomes and mitigate the resistance to chan ge. The
balance of service orientation and project operations management in terms of organization

culture, structure and operation process is needed to support both services and project
operations. Generally, the project has specific goals and objectives t 0 be completed at a
specific time, cost, and scope. The project is not only under pressure from dynamic
customer needs to deliver more customer value but it is also under economic pressure to

deliver the project within the designated time and cost. Further more, the full scale of
service units in realty projects applies after project delivery. Accordingly, the findings

suggest that an incremental development process based on apparent change is more
convenient for developing an organizational structure, cultu re and operation process
bounded around both service and project operations. The slower change adds new values

without adverse effect on those already embedded values and balances the service

provision and project operations. The study suggested different procedures to balance the
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organizational focus between service orientation and project operations management in the

real estate development industry (Table 4 -25).

According to respondents, one of the most influential points is the strategic management

planning that involves project design, execution, direction and transformation by

considering service elements from the beginning. The project plan has to identify the

project mission, scope, values and market segment. It has to set smart goals and

objectives, ensure the best utilization of organizational resources and ensure the best

PHDQV WR DWWUDFW FXVWRPHUV DGGUHVV FXVWRPHUVY QHHGY DQG F
service provision. Real estate development firms have to d evelop a strong culture orientated

toward the importance of customers and consider the services provided to satisfy customers

DV EHLQJ DW WKH FRUH RI WKH V\VWHPTV RXWFRPH 7KH\ DOVR KDYH
project management tools, as vital tools f RU WKH SURMHFWTTV VXFFHVVY DQG WKH VX
provision strategy. They must also consider the project as the primary means to meet the

requirements of a customer focussed business. In addition, using advance technology such

as customer relationship m anagement will help to manage customer relations. Likewise, a

variety of computer -based programmes are available in project management that can help

companies to plan, collaborate, control and manage project cost to drive a project forward.

The result of u sing these procedures is an organizational culture that matches the

recommended organization structure and operational process.

5.4.8 Section summary

The previous section discusses the process of putting a servitization strategy into action and

meeting the implementation requirements of offering services in the real estate
development organizations. The development of a service -focused business requires several
changes, adjustments and modifications in organizational design. The nature of the project

stands in contrast to the implementation of servitization. Real estate organizations have to

ensure the right management balance between product and services in terms of
organizational structure, culture, processes, capabilities and developing a quality contr ol
system that is able to improve customer satisfaction by considering the features of both

product and service. It becomes necessary to manage the process of service provision and

to anticipate accompanying risks based on careful planning and designing. | n the next

section, the strategic evaluation system of servitization is discussed.
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5.5 Strategy Evaluation
The decision to offer services is complex, and associated with a high degree of uncertainty
(Biege et al., 2012; Benedettini et al., 2015a). Gener ally, previous studies specify different
results regarding the impact of varying approaches of servitization (Benedettini et al.,
2015a). According to Min et al., (2015) with the controversial results of servitization in the
literature, there is a crucial need to measure the outcome of a servitization strategy. This
section discusses the evaluation process of servitization strategy in the real estate
development industry. Four themes related to servitization strategic evaluation process are
presented as fo llow:

1. The outcome of servitization strategy

2. Services paradox

3. The cost drivers of Servitization

4

Servitization critical success factor

5.5.1 The Outcome of Servitization Strategy

Earlier literature recognized several outcomes expected from offering services integrated to
products (Baines et al., 2009a). Mathieu , (2001a) classified these benefits into three broad
categories. These are financial benefits, strategic benefits and marke ting benefits. Recently,
Lay, (2014) added innovation benefits to the list . Regardless of the expected benefits and
higher revenues from service provision as the share of service sales reached more than

30% of total sales (Fang et al., 2008). Still, the pr  ocess of servitization is challenging (Neely
et al., 20l1la; Ryals & Rackham, 2012). Recent studies indicate that providing services
could lead to a performance decline (Benedettini et al.,, 2015a), where offering services in
some cases could decrease profit ability (Visnjic & Looy, 2013a). In some cases,
organizations took a step back from offering services instead of progressing forward to offer

more services (Matthyssens & Vandenbemept, 2010). The question is how the organization

performance based on servic e provision can be measured (Ryals & Rackham, 2012).

Unlike the literature, the respondents emphasised that the outcome of servitization strategy

in real estate projects does not come from the sale of services, but rather comes from the
ability of service s to promote and sell the project. The study found that the service roles in
providing more customer values are ever more important in the real estate development
industry. According to the respondents, services become a part of the project. These
services made a difference and created new competitive advantage. Still, the strategy
worked differently based on the type of project, the type of offered services, and the
targeted market segment. At the outset, it is paramount to mention that the vast majority

of respondents consider a servitization strategy to be benefici al. Although, a small
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proportion of them argued that offering services increases complexity and weakened the
RUJDQL]DWLRQYY SHUIRUPDQFH 1HYHUWKHOHVV RIIHULQJ VIHUYLFH'
element of the project marketing success. This necessity of providing services comes from

the characteristics of services.

The study concludes that there are three connected outcomes of servitization in realty

projects. Services were offered to attract customers, satisfy customers and increase
customer confidence. The case studies describe how the basic services have potential to

attract customers through their focus on adding more value for customers and to support

WKH FXVWRPHUYNV SURFHYV\eHides offtiedd inclvdeésda ¥ URMHFWSYVY ' PRGHO '
virtual tour animation, mass customization, electronic selling point, aesthetic aspects of

design, and maintenance. Those basic services attract more customers by creating
additional value. It enhances mark et qualifier characteristics but has limited impact on
market winning characteristics. This level of service provision should be supported by

offering more advance services such as a ¢ onsulting & advisory service, financial service,
customized design, equi pment supplying, installation & supervision, insurance coverage, Co -
development & Co -design services, mock -up models and home furnishing. These advance
services are more distinctive, where customer is participating in value creation. It provides

customers with more flexibility. Offering these services is more likely to satisfy customers.

These advance services form the basis of order winning characteristics. Nevertheless, the

output of a real estate project is long -life building units, where the purchasing decision
requires heavy investment from customers, requiring a long -term commitment and
relationship between customer and supplier. Realty firms have to deal with this long -lasting
project outcome by offering sustainable services. These include s ite manag ement, facilities
Management, sustainable living, recreational services, technological service, property
management services, and business support services. These services are offered to gain
customers confidence and to influence their purchasing decision. These services work as a
facilitator to winning the purchasing contract and forming the order winning characteristics.

Additionally, these services extend the business life cycle of the project by providing after

project delivery services. Selling these d ifferent categories of long  -life services becomes the

main element of the business model and the main source of organizational revenue.

5.5.2 Services Paradox

Servitization is considered as an opportunity to gain more sustainable competitive
advantage (N enonen et al., 2014), but it also introduces new risks (Li et al., 2015). The
Service paradox is the hidden challenge of the servitization strategy. The outcome of

providing services could contradict the anticipated results (Neely et al.,, 2011a). Several

service paradoxes were identified such as the cost -profit paradox (Gebauer et al., 2005)
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sales growth paradox (Visnjic & Looy, 2013a) and organizational branding paradox

(Nenonen et al., 2014). Recently, Li et al., (2015) investigated the service paradox, b ased
on secondary data collected from annual reports. Their study indicates that in the short

term, servitization did not deliver the expected performance. However, the positive effect of

servitization is clearer once the organization developed the require d resources to support

the servitization strategy.

Interestingly, the findings revealed a new service paradox in the real estate development

industry, namely the competitive advantage paradox. Offering services temporarily reduces

WKH SURMHFW ¢ derart&gd. \Wlth@ugh it is a short -term paradox, it is nonetheless a

significant one in project -based businesses. It was noticed during data analysis that the
UHVSRQGHQWY HPSKDVLVHG FRPSHWLWRUVY DFWLRQV DV RQH RI WKF
and a v ital factor that needed to be considered when designing effective service provisions.

In addition, competitor orientation was mentioned as a required capability when offering

services. This short -term paradox could be justified by the challenging character istics of

services. Project -based firms are motivated to offer services integrated to their project that

DGG PRUH FXVWRPHU YDOXH VWLOO RIIHULQJ VHUYLFHVY UDQGRPO\
task. It increases the project cost and complicates the proje ct tasks. The findings indicate

that the case studies suffered in the earlier stages of providing a service and the

implementation difficulties reduced overall performance in the short term. According to the

respondents, the deliberate strategic plan of se rvitization will solve most servitization

difficulties.

5.5.3 The Cost Drivers of Servitization

The increasing interest in product and services system as a key contributor to organizational
competitive advantage and product marketability has stimulated or ganizations concerns for
the economic effects of servitization strategy (Min et al., 2015). As opposed to the expected
economic advantages of implementing a servitization strategy, service provision may lead

to higher revenue but lower profits and even los ses (Gebauer et al., 2005; Neely, 2008).
The cost of service provision is ambiguous and indirectly identifiable (Lerch, 2014). This

could lead to a lower price or an over pricing of the product and services system, both of
ZKLFK ZHDNHQ WKH R UJ®Qdtifizevadvergafiey (Lerch & Gotsch, 2014b). One of

the main challenges of offering services is to control the associated costs and deliver the

value required by customers (Datta & Roy, 2010; Newnes et al., 2014). In general, little
attention has been pai  d to investigating the cost of a service provision strategy (Datta &

Roy, 2010). There are no detailed studies addressing the cost associated with planning and

implementing a servitization strategy, or tracing the cost sources and identifying the cost
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pool s. In fact, it is difficult to collect data related to the cost of service provision, as
organizations do not report the cost of services clearly in financial reports (Gebauer et al.,
2012b). This could be attributed to several reasons such as the various levels and
approaches of servitization strategies, the variability of service cost, the atypical nature of

the service process, and the uncertainty of demand. Furthermore, organizations often

jointly develop a product and service system and the cost of ser vice is incorporated into the
product price (Lerch & Gotsch, 2014b).

The study identified only general cost categories related to offering services in building
projects. These categories were changed based on the incremental process of servitization

from offering basic services to advanced ones. In addition, the variable nature of service

costs plays a significant role in the appearance and disappearance of different cost pools.

The findings argue that offering standard and basic services are inexpensive and require
little initial investment. The case studies did not report the cost of offering these basic

services separately in their financial reports, which implies the relatively small cost of
services at that level. However, the cost of offering service s becomes noticeable when
offering a variety of customised and personalised services. This could be justified by the

cost of changes in the project execution phase. Here, the case studies classed this cost as

an expenditure, which included both the cost of carrying out the project and the cost of
added services. Finally, when offering advanced services using a separate service business

unit, the cost of service becomes the main cost driver. This variation in the cost of service

provision is justified by dif ferent activities of the service, where different levels of these
activities deliver different levels of value to the customer and require a different level of

cost.

5.5.4 Servitization Critical Success Factors

In an ambiguous and dynamic business envi ronment, the service element is becoming a
significantly important component (Macdonald et al., 2011). However, servitization
strategies have not been adopted widely (Baines et al., 2007). Among 10,028 organizations
In 25 different European countries, only 29.52% firms were found to provide different types

of services (Neely, 2008). After three years, the percentage increased by only half percent.

The later percentage was still only 30.10% of organizations within the same study sample

(Neely et al.,, 2011a). Although servitization is expected to mitigate dynamic business
environment risks, it also raises new risks (Li et al.,, 2015). The adoption of a servitization
strategy requires great efforts and numerous considerations (Sawhney et al., 2003).
Actually, no t all businesses reach their expected goals from offering services (Benedettini &

Neely, 2010). Some organizations have had to reduce or stop providing services to avoid
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failure (Matthyssens & Vandenbemept, 2010). Therefore, identifying the critical succes S
factors is imperative to guarantee the future success of a servitization strategy (Benedettini
et al., 2015a).

The literature on servitization provides a long list of different critical success factors (Neely

et al., 2011b). Often, these factors were developed as either very general factors or very

specific factors (Ulaga & Reinartz, 2011; Benedettini et al.,, 2015a). For instance,
researchers have investigated servitization success as an interaction between system

int egration and organizational change, where the development of a customer -centric
organization is the critical factor for providing services successfully (Heikkila & Brax, 2010).

Other scholars considered customer involvement and value creation to be the cri tical
success factor (Macdonald et al.,, 2011). Vasantha et  al., (2012) viewed designing a service

to fit customer needs and addressing organizational external and internal factors are

significant for servitization success. Datta & Roy, (2011) argued that s ervice and product
required different operating systems and that developing a sustainable operations process is

the most critical success factor. Gebauer et al., (2006) listed a set of critical success factors

of servitization; yet, these factors are limit ed to the services element. Ulaga & Reinartz,
(2011) considered the development of organizational capabilities for both product and

services based on hybrid provision to be the key success factor. Nevertheless, Neely et al.,
(2011b) argue that organization s need to consider several factors to ensure the success in a

service provision strategy.

The study provides a specific view into the critical factors that should be focused upon when

managing servitization strategy in real estate development projects (Ta ble 4 -38). According
to the findings, those initiatives that will successfully support servitization are a combination

of factors related to service orientation and project operations management. These mixed

factors contribute correspondingly to the succes s of providing services in real estate
development projects. According to the findings, both project and service are inter -
dependent. Neither service nor project could be disregarded without affecting one other.
Servitization strategy needs to be synchroni zed into project operations to ensure the
success of the project. As a result, servitization strategy needs to be developed based on
sustainable cooperation between project operations and service provision. Therefore, the

most appropriate critical success factors are those supporting the synergy between service
orientation and project operations management. However, this should be done without

losing concentration on customer, as the expected outcome of servitization is the main

concern of these factors.
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Influenced by the work of (Belassi & Tukel, 1996), the study grouped the critical success

factors of adopting servitization based on real estate development projects into three main

groups. These are the customer, the service and the project. The first ca tegory includes the
critical success factors that support a customer -centric approach in building projects. The
second category involves factors that support the activities of service provision. Finally, the

third category includes the critical success fac tors related to effective project execution.
Accordingly, the study was able to extract several important success factors related to

service provision activities in building projects. The findings argue that in real estate
development projects, it is not o nly service that is complex and diverse, but also, customer
SUHIHUHQFHY DUH FRPSOH[ DQG GLYHUVH %RWK RI WKHP FRPSOLFL
system and increase its complexities and uncertainties. Therefore, offering services requires

a strategic confi guration mechanism, deliberate planning, advanced risk assessment, and

more coordination schemes. Still, customers significantly influence the success of
servitization. Organizations have to ensure that the expansion in services is in line with

customer pr eferences. Customer involvement and value co -creation is vital to identify
customer needs and how customers recognize and perceive the added - value, which
requires a flexible operational system. In order to satisfy customers, it is essential to

provide adv anced and complex service systems based on systematic expansion methods

and pre -defined objectives.

5.5.5 Section summary

The outcome of servitization strategy in real estate projects does not come from the sale of

services, but rather comes from the ability of services to promote and sell the project. Still,
measuring the effectiveness of servitization is significantly impor tant. Although of several
expected advantages of servitization, offering services may reduce organizational
performance. It is imperative for building projects to design services based on customer
QHHGY DQG WKH SURMHFW{V QDWXUH D Q Gco&thysterd Riffel t@ dllobaté/ \V W H P D W
effectively the ambiguous cost of providing services. Servitization strategy needs to be
synchronized into project operations to ensure the success of the project. Finally, it
becomes necessary for building firms to consider s everal key factors related to the project,
the services, and customers to ensure the success of the project and services systems prior

to implementation.
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5.6 Servitization Roadmap

Competing strategically by offering services integrated to the product is becoming a
distinctive feature of creating competitive advantage (Baines et al., 2009a). The transition
from offering product to offering both products and services is modelled differently (Fischer

et al., 2012). Commonly, organizations are moving towards servitization incrementally
based on an incremental approach (Oliva & Kallenberg, 2003). Other scholars like Brax,

(2005) and Chase, (2010) linked the incremental approach of servitization to different
factors. However, others argue that the servitization process is bound by different strategic
alignments i.e. (Mathieu, 2001a; Gebauer, 2008 and Helander & Moller, 2008). They argue

that service provision is managed strategically and not sequentially (Kindstrom &
Kowalkowski, 2009).

The main discussion poin tis that servitization is a monumental decision. This study argued

that in real estate development the servitization strategy emphasizes customer needs and

expectations, while project management focuses on effective project delivery within the

allocated t ime, cost, and quality constraints. Offering services can be costly, time

FRQVXPLQJ H[KDXVWLQJ DQG FDQ GLVUXSW WKH SURMHRWdaWHDP TV
SURMHFW PDQDJHPHQW DFWLYLWLHY 7KH VWXG\TV ILQGLQJV LQGLFD\
tensio n between servitization and managing a project effectively, real estate development

organizations need to plan carefully to offer services and balance the symbiotic relationships

of using two different business logics i.e. service -oriented and project -orie nted. The study

developed a strategic road map to support the systematic adoption of servitization (Figure

4-20). This roadmap explains how organizations achieve their desired objective of

servitization by simultaneously balancing orientation toward custom ers and project

management.

The framework focuses on the different stages of the project life cycle and it is vital at these

stages for offering different types of services to extend the project life cycle and become a

solution provider. The framework em phasises offering different types of services at different

time of project life cycle covering the whole project life cycle. These different services yield

different outcome. Offering basic service attracts customers and improves order qualifiers
criteria . Offering advance service satisfy customers and forms the basis of order winning

criteria and offering system solutions makes customers more confident and shapes the

order winning criteria. Consequently, the roadmap is presented along two axes. The

horiz ontal axis represents three stages of the project life cycle. The vertical axis consists of

several strategic aspects that need consideration within each stage. Accordingly, the

servitization process is concerned with deciding the nature, domain, and scope of
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servitization activities. The process is developed using several strategies of servitization,

which require a series of steps that build upon one another, and be performed to reach the

strategic alignment. These steps include selecting an appropriate | evel of servitization
strategy and selecting the suitable strategic level. They also include, choosing alternative

entry modes, selecting the range and the extent of service provision; identifying the

strategic factors to consider for service provision; ch oosing the optimal design approach;
setting the price; and arranging the location of the process. Then, the implementation

process acts as a route map where the selected design is translated into action.

The strategic fit is the main theme of the process , Where the organization aligns its
resources, capabilities, organizational culture, structure, operational process and quality
system. Finally, the strategic evaluation process is an attempt to look into the health of the
formulation and implementation pr ocesses and appraise the strategic outcomes. It is also
an attempt to look for developments and improvements that govern the success of the

servitization strategy.

5.7 Conclusion of discussion chapter

The study focused on the servitization strategy that real estate development projects could
implement to develop a competitive advantage. In the literature, a debate remains around

the best methods for adopting a servitization strategy successfully. Scholars argued that the

successful adoption of servitizat ion required a holistic approach with full transformation and
fundamental shift from product -orientation to services -orientation. Organizations need to
change their business model, strategies, structure, culture, operations and capabilities to

support serv ices delivery and become a customer -centric organization (Neu & Brown, 2005;
Fang et al., 2008; Baines et al., 2009a, Kowalkowski, 2011 Nuutinen & Lappalainen, 2012

and Visnjic & Looy, 2013c). Commentators argued that the complete separation of the

product and service business is preferred to reduce the clash between product and services

and to maintain constant innovation of both ( Oliva & Kallenberg, 2003; Gebauer et al.,
2006; Brown et al., 2009; Nordin & Kowalkowski, 2010; Gebauer et al., 2010b; Kinnunen &
Turunen, 2012). This study concludes that a balance between service orientation and

project orientation is preferred in real estate development projects to reduce ambiguity and

increase collaboration and coordination. Figure (5 -1) presented these differ  ent models for

adopting servitization.
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Figure 5-1: Implementation models of servitization strategy

5.7.1 Servitization and Project Competitive Advantage

The study demonstrated that Service provision becomes an essential element of successful

real estate projects. Adopting the servitization strategy improves the competitive advantage

of real estate development organizations. The sources of this competitive advantage are

described below.

5.7.1.1 Servitization and Project Life Cycle
The servitization is an incremental process and developed based on several approaches of
service provision. The study found that in order to fulfil a servitization strategy in real estate
development, businesses have to offer different types of service at different stages of the

product life cycle as shown in figure (5 -2).

Figure 5-2: The relationship between project life cycle and servitization strategy to
develop competitive advantage.
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The findings argue that the value chain of a real estate development project is now

described as systems of both the project component and services. These systems are

capable to add more value for customers. By which, a building project becomes a process

that includes stages before and after the project execution and delivery. Accordingly,

offering services should be continuously enhanced with more advanced ones to cope with

customer needs. Services should be added to each stage of project development. This

mea ns that building firms have to provide different types of service that cover the whole

SURMHFW{V OLIH F\FOH 7KLV UHTXLUHV D VHULHV RI VWHSV WKDW I

performed in order to develop incrementally a competitive advantage,

Offering basis services creates an attractive entry point for customers. These services add

more value for customers and make the project more valuable. These values lay on

SURYLGLQJ VHUYLFHV WKDW OLQN WKH FXVWRPHUTV QHHGV WR WKH
services are considered an important aspect of order -qualifier criteria. More advance

services such as customer -oriented services need to be offered to enhance project

competitive advantage through customer involvement and co -creation. Offering these

customize d services based on value co -FUHDWLRQ WDLORUV WKH SURMHFW WR
needs, enhances customer satisfaction and increases customer commitment. These services

are not easy to imitate or exceed by competitors, so that they retain a differentiation edg e.

It is considered as the base of order -winner criteria and as a facilitator to winning the

purchasing contract. Still, the outcomes of a real estate project are long -lasting buildings,

where the purchasing decision requires heavy investment from custome rs. Consequently, it

is imperative for customers to feel a high level of comfort with their decision, which requires

a long -term commitment and relationship between customer and providers. Organizations

have to deal with this long -lasting project outcome by offering sustainable services using a

service -oriented approach. Here, organizational learning and networking are fundamental

aspects to offer these kinds of sophisticated services. These services make customers more

confident with their purchasing decis ion, develop unique competencies and shape the order -

winning criteria.

5. 7.1.2 Servitization and Project Operations Management
The study shows that in real estate development, the competitive advantage is obtained by
linking servitization strategy to project operations management as shown in figure (5 -3)

below.
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Figure 5-3: Aligning servitization strategy with project operations management

Servitization is one of the strategic decisions building firm s could consider for long -term
competitive advantage. It is a beneficial strategy but with high risks of failure. Usually, real

estate projects involve many uncertainties, and offering services increases project
uncertainty. The project nature of real esta te development businesses implies that when
offering service a firm needs to run two key activities simultaneously to deliver its outcome
successfully. Those are customer relations and project management. Therefore, it is vital

that businesses develop capa  bilities supporting service provision and efficient project
management, where more strategic alignment between servitization decisions and

operations management is required to create a competitive advantage.

In fact, offering service adds more value to t he customer, but this value is linked to the
SURMHFWTVY RXWFRPH ZKHUH ERWK VHUYLFH DQG SURMHFW
customer satisfaction. The study shows that service orientation has a strong correlation with

project operations. The real es tate projects have to place a high value on both the
servitization strategy to achieve long -term results and project management to deliver short -
term results. Therefore, organizations need to balance the strategic focus between service

orientation and pro ject operations management to find the appropriate synergy and
overcome the coordination and communication problems, reduce uncertainty, better utilize

resources and deliver a successful project. This significantly contributes to competitive
advantage. Hen ce, service orientation and project operations direct the project activities to

achieve organizational strategic goals. Both lead to higher levels of organizational

performance and create sustainable competitive advantage.
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5.7.1.3 Servitization and Organ izational knowledge
The study perceives a mutual relationship between servitization and organizational
knowledge. Offering different types of services influences the type of knowledge that
organizations gain by having a closer customer relationship. In t urn, enhanced
organizational knowledge influences the strategic choice of offering more tailored services
and so on. Organizations develop sustainable competitive advantage as the expected

outcome of servitization as illustrated in figure (5 -4) below.

Figure 5-4 : The relationship between different level of servitization,
organizational knowledge, and competitive advantage.

Market knowledge becomes a key competitive advantage (Bamford et al., 2015). The study

found different positive connections between organizational knowledge and adoption of

servitization strategy. The incremental movement of servitization improves the
RUJDQL]DWLRQYY OHDUQLQJ FXUYH DV DW HDFK VWDJH RUADDL]DWLR

about their customer needs.

At the first stage, real estate development firms that provide services tend to attract more

customers. The high level of customer contact from offering these services builds a

productive customer relationship. Servitization enables customer understanding and gaining

customer knowledge through customer involvement and personal contact. This relationship

GLUHFWV RUJDQL]DWLRQVY VHUYLFH SURYLVLRQ WR FXVWRPHUVY QHI
knowledgeable about their customer needs and start offering more tai lored and advanced

services. Here, customer involvement and value co -creation development are vital for

identifying these customer needs and how customers recognize and perceive the added
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value. In fact, being customer -centric helps organizations to sense, realize, recognize, and
deal with specific customer needs. Finally, organizations become solutions providers based

on offering a superior solution through extensive knowledge of sophisticated and hidden

needs of their customers. This comes from a proactiv e response rather than reactive
response and thus the process of developing new services is enhanced. Moreover, providing

services requires firms to establish more networking systems and develop more sophisticate

capabilities, which improves organizational innovation ability.

5.7.2 Conceptual Framework Reconfiguration

The study revealed that the provision of services has become a mandatory market
requirement in the real estate development industry. However, it is not adequate to only

produce and sell se rvices for a servitization strategy to succeed. The development of
services should be based on systematic planning decisions and incremental small -step
development, rather than a sudden product and service packaging decision. Reality firms

have to plan car efully a service provision strategy based on what they are going to do, what

is to be expected and what changes need to take place. The study considers an overview of

key steps in the servitization process, addressing several strategic factors to help make an
informed decision. Reviewing servitization literature leads to the development of a
conceptual model that captures the process of adopting a servitization strategy. Empirically,

the study identified different aspects that should be considered when adop ting a
servitization strategy. Thus, the conceptual framework presented in the literature review

chapter (Figure 2 -6) is redeveloped based on these aspects (see figure 5 -5).

Figure 5-5: Servitization Strat egic Process Conceptual Framework

The underlying theme of this conceptual framework has been developed to facilitate the

organizational decision to provide services. The framework is developed based on the
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traditional model of the strategic management p rocess, which consists of strategic
formulation, implementation, and evaluation (David, 2013). In addition, this framework was
developed in alignment with the incremental notion of servitization and different strategic
levels and approaches of offering ser vices (Oliva & Kallenberg, 2003 and Tukker, 2004).
This conceptual framework is developed based on a circular process, to be more in line with

the incremental process of servitization strategy and the three phases of the project life
cycle. Strategic fit  and alignment are the main themes of a servitization process in realty
projects. The study proposes that organizations need to understand the notion behind the
servitization concept and develop the service provision strategy systematically. Servitization
strategy must be consistent and tied to project operations management based on full
alignment and a robust link. Thus, both servitization and strategic consistency contribute to

creating a sustainable competitive advantage as shown in figure (5 -5) above.

Servitization contains several strategies, as there are different levels and types of services

that could be offered for different strategic purposes. Each level requires different
arrangements and delivers different outcomes. The process consists of a ser ies of steps that
build upon one another, where the output of one -step becomes the input of the next. This
circularity implies that companies must go through the stages continuously and reflect upon

the previous stage to learn how to improve the process.

A deliberate strategic planning and systematic development process are imperative to form

an appropriate service strategy in real estate projects. The service provision process starts
with understanding the importance of the services element and the notio n behind the
servitization strategy, which is imperative to deliver the strategy successfully. In addition, a
strategic change process, and how this change might be managed is vital for real estate
development organizations. It is necessary to identify the  synergy between servitization
strategy and project operations management based on robust strategic alignment. The
organizations new strategic priorities emphasise both service provision and project

operations management to create more customer value. Fin ally, the strategic evaluation
system is a critical tool to improve servitization decision making . The system is concerned
with two key issues, the strategic consistency and the outcome of the servitization strategy.

As an integral part, deploying servitiz ation processes are evaluated against several key
success factors. As a distinct part, real estate organizations reflect on the outcome of the
previous stages of servitization to the effect it has on the next stage, by looking at the facts

regarding the he alth of formulation and implementation processes.

289



According to Forrester, (2015) operations management becomes a vital strategic function in
business today, where linking corporate and marketing strategies to operations
management becomes a critical succ ess factor. Neglecting this significant strategic role of
operations management impedes the organisations marketing success, even when the
corporate strategy is well designed and formulated (Bamford & Forrester, 2010). According

to Hayes et al., (2005) ope rations management is a key determinant of organizational
ability to achieve long  -term success or even surviv  al. Effective operations activities need to
be consistent with long  -term strategic intentions, to contribute to organizational competitive
advantag e. This is where organizations match resources, capabilities, organizational culture,
structure, operational process, and quality systems with the selected strategic approach of

servitization.

5.8 Chapter summary

The above chapter discussed the research results from the case studies. The chapter was
organized around the conceptual model developed at the end of chapter (2), which has

been reconfigured according to the empirical findings to fit with the real estate development

industry. This study focused o n service provision in the real estate development industry

from a project management perspective. The differences between project -based businesses

and manufacturing businesses were used as a discussion base. Also, the work of

researchers who addressed ser vitization in a project -based business such as (Artto, et al.,
2008, Kujala, et  al., 2010, 2011 & 2013; Weeks, & du Plessis, 2011 and Galera -Zarco, et
al., ZHUH XVHG WR VXSSRUW WKH VWXG\{V DUJXPHQWYV $V ZHOO D\

of service prov ision based on an incremental movement process of these approaches based
on the work of (Oliva & Kallenberg, 2003) were used to develop the discussion chapter. In
JHQHUDO IRXU PDLQ WKHPHVY ZHUH XVHG WR GLVFXVV WKH VWXG\TV UH

X The nature of a servit ization strategy

X The differences between product and services

X The differences between manufacturing and project -based businesses

X The differences between developed countries and developing countries in terms of

service provision

In the context of real estate development projects, the study argued that organizations

have to ensure the right balance between operations management and servitization.
Therefore, it becomes necessary to link servitization strategic decisions to project
operations management using the systematic planning approach. In addition, the study

argued that there is a mutual relationship between servitization strategy and organizational
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knowledge. Both strategic alignment and servitization strategy contribute to th e
development of sustainable competitive advantage. The next chapter is the conclusion

chapter, where previous chapters are summarized, the research questions are answered,

DQG D FRQFOXVLRQ RI WKH VWXG\TV RXWFRPH LV SURYLGIHEh 7KH VYV

limitations and recommendations for further research are also presented.
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Chapter 6: Conclusion

6.1 Introduction

The uniqueness of this research is that it proposes to investigate the servitization strategy
in the real estate development industry and its implications for improving the organizational
performance and developing a competitive advantage. Servitization strategy has been
recognized as a suitable context for developing compet itive advantages. This study was
driven by the Ilimited amount of literature on servitization strategy in real estate
development, as well as the limited evidence obtained from developing countries. Set

against this context, this study attempt s to capture t he application of aspects of
servitization in the real estate development industry. Moreover, this research has also

studied the servitization strategy practices in the context of developing countries.

,Q WKH SUHYLRXV FKDSWHU WKH VWXSSad[M réaton Xdthe \Serkitizhtidn G L

literature. This chapter aims to draw together the several preceding chapters by showing

how each chapter contributes to this study. Whereby, the study statement is reaffirmed.

This chapter answers the research ques WLRQV DQG SURYLGHV D FRQFOXVLRQ R
outcome and related implications from both theoretical and practical perspectives. The

chapter also addresses the research limitations and recommendations for further research.

It begins with brief recap of th e research aims and objectives.

6.2 Research Aims and Objectives Revisited

The role of services in sustaining organizational competitive advantage is much discussed

from a broad range of academic perspectives (Baines et al., 2009a; Gebauer et al., 2012b ;
Neely et al., 2014). Throughout different industrial sectors, the activities of service provision

integrated to a product are increasing (Lay, 2014). Providing services secures long -term
business prosperity and sustains competitive advantage (Neely et al., 2014 . However, few
researchers have studied servitization strategy within the context of the real estate
development industry. Likewise, few researchers have investigated the servitization

strategy in developing countries.

This research filled these g aps by investigating the aspects of servitization strategy in the
real estate development sector based on collecting empirical evidence from Jordan. The
purpose of this research is to develop tools and methods to help real estate development
firms to engag e effectively with servitization. The study is looking to support the successful
adoption of a servitization strategy in the real estate development sector by identifying the

drivers motivating servitization in real estate development industry, exploring t he range and
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extent of servitization in real estate projects and examin ing the role of services in
developing a competitive advantage and developing the strategic formulation,
implementation and evaluation processes that make up a successful servitization strategy.
The study is also developed to examine the challenges of servitization in real estate
development, and develop an understanding of how th ese challenges could be managed,
while determining the critical success factors for adopting servitization st rategy in the
Jordanian real estate development organizations. Accordingly, this research sought to
answer several questions:
1. What are the motivations for the Jordanian real estate development sector when
considering servitization strategy?
2. To what extent are real estate development firms servitizing, and how viable is
the servitization in influencing Jordanian real estate development organizational
competitiveness?
3. What are the challenges that the Jordanian real estate development firms have to
overcome to become servitized organizations?
4. How can the servitization strategy be designed, implemented and evaluated to
enhance organizational competitiveness within the context of real estate
development industry?
5. What are the critical success factors require d for ensuring the success of a

servitization strategy in real estate development organizations?

6.4 Answering Research Questions

RQ1. What are the motivations for the Jordanian real estate development sector

when considering servitization strategy?

An examination of several findings indicates that providing services becomes an essential

element of a successful real estate project and a necessary organizational marketing
proposition to offer more customer value. This necessity of service provision is twofold: on
the one hand, service becomes an indispensable customer requirement. On the other hand,

providing services brings several benefits in terms of organizational competitive advantage,

marketing position, innovative thinking and financial returns (figure 6-1 below).

Figure 6-1 Drivers Motivate the Adoption of Servitization Strategy in the Real

Estate Development.
Customer Needs —\—>
> Servitization Strategy

Potential Benefits
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Both customers and real estate developers are driving the  service provision . &XVWRPHUV
needs are dramatically changing, they have become more conscious, exacting and more

DPEXODQW 6HUYLFH SURYLVLRQ EHFRPHV SDUW RI UHDO téd&DWH GH)
with the long -time horizon of the outcome of building projects. Moreover, t he outcomes of a

real estate project are long -lasting buildings, where the purchasing decision requires heavy

investment from customers. Offering sustainable service builds customer trust, inspires

customer confidence and assures customers of reliable long -term support. In addition,

service offers more value to the customer. Offering services is imperative to meet customer

needs. Servitization provides customers with more fl exibility to make changes during a
SURMHFWVY HIHFXWLRQ SKDVH 7KLV IOH[LELOLW\ LPSURYHV FXVWRPHL

On the other hand, providing services brings several benefits in terms of organizational
competitive advantage, marketing position, innovative thinking and financial returns. The
strategic benefit of servitization is justified by the characteristics of service, which
differentiate projects and create more maintainable competitive advantage due to the
difficulty in imitating services. Also, servic e has the ability to develop organizational
knowledge capability through closer customer interaction. The marketing benefit is justified

by the ability of services to promote projects in the marketplace and enhance the customer
perception of these projects . In addition, offering services enables firms to increase their
market credibility and gain more customer confidence. The financial benefit of servitization

is justified by the ability of a servitization strategy to increase demand for the project and

att ract customers which enables the selling of more units. Finally, in terms of real estate
projects, service innovation is more flexible, requiring less sophisticated technology, less

research and development activities, less complex actions and low capital investment.

RQ2. To what extent are real estate development firms servitizing, and how viable
is the servitization in influencing Jordanian real estate development organizational

competitiveness?

The study highlights the growth of the service element in the real estate development
industry. There are different forms of service that real estate development firms could offer.
The study mapped those forms into four main categories. Table (6-1) below shows this

categorisation framework.
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Table 6-1: The Four Options for Servitization in the Real Estate Development
Industry

The output of the real estate development industry becomes a system of both the project

component and added services. These service systems are the result of a servitization
strategy in the real estate development industry that shifts the industry focus from

designing and selling only the physical output of the project to delivering systems of

services integrated into the project that together are capable of adding more customer
value. These services are offered to set a new value model for customers and raise the

criteria of selecting a market offering. The project -orientated service is a basic service. It
could be seen as a general ma  rket position of the project as the service p laces the project in

a particular perceptual position within the mind of the customers . The product -orientated
VHUYLFH LV DOVR D W\SH RI EDVLF VHUYLFH ,W FDQ EH VHHQ DV 3SUR
are offered to support product selling. Customer -orientated service is an advanced type of
service and can be seen as customer plus services. These services support customer

activities to create more customized products. Finally, the service -orientated approac h is
about offering more advance services and can be described as service plus project. These
services are offered to support the product functionality throughout its life cycle. The real

estate development projects could offer different forms of these ser vices within different
stages of the project lifecycle. Each dimension has its own outcome and impact on

organizational performance (See figure 6-2 below).
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Figure 6-2: The Value Chain of Servtization Strategy

Traditionally, the minimum level required from a real estate development firm to do

business in the market is delivering the project on time, at the agreed cost and quality
specifications. Offering basic services such as project -orientated  service and product -
orientated service adds more value for customers and makes the project more valuable.
Providing basic services becomes one of the project performance dimensions to fulfil the

market order qualifier criteria. However, offering basic serv ices will not ensure competitive
success. More advanced services such as customer -orientated -services need to be provided
to enhance the project competitive advantage. Offering advance services tailors the project

toward customer needs, distinguishes the p roject from others and enhances customer
satisfaction. These advanced services are considered the base of order -winner criteria that
facilitate winning the contract. Still, real estate development projects need to deal with the

long -time horizon of the pro  ject outcome. This  long -term nature of the industry outcome
requires service provision that supports long -term product functionality and to assure
product stability. Offering system solutions builds customer trust, inspires customer
confidence and assures customers of reliable long  -term support, all of which motivates

customer purchasing decisions and influences customer confidence when buying a costly

and long -term asset. These system solutions shape the order -winning criteria. Thus, in real
estate project s, servitization is an inter -dependant and interconnected process covering the
whole project life cycle. Providing life -cycle services is critical to gaining full customer

satisfaction and developing a competitive advantage.
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RQ3. What are the challenge s that the Jordanian real estate development firms

have to overcome to become servitized organizations?

Managing the service provision is the main challenge of servitization in real estate projects.

This challenge associated with the process of operatin g a servitization strategy emerges

mainly from the combination of two divergent processes, namely, the project operational

process and the service operational process. The nature of a real estate development

project is designed to achieve specific objectiv es based on high task interdependence, with

high uncertainty and a limited work scope. On the other hand, the nature of service

provision makes it hard to be definitive and standardized. This in turn increases the project

uncertainty and broadens the proje ct scope. Adding services requires new arrangements

throughout the organization, and different forms of services require different arrangements.

Organizations have to develop new and alternative organizational capabilities, principles,

structures and desig n. Still, there is a significant need to balance the focus between project

operations and service orientation. Project operations are vital to develop and build a

superior product and to deliver a profitable project by focusing on operational effectiveness ,

time and quality. The service orientation is also important. It directs the project and the

SURMHFWfV GHYHORSPHQW WRZDUGV FXVWRPHU QHHGV DQG UHTXLU
relevant for the industry to take advantage of both a service orientation and efficient
PDQDJHPHQW RI D SURMHFWYYVY RSHUDWLRQY 5HDO HVWDWH GHYHOR
balance the service orientation culture that encompasses the values of process innovation,

FXVWRPHU LPSRUWDQFH SUREOHP VROYLQJ DQG AHbErﬁtloﬁBLW\ ZLW
management that involves project productivity and efficiency based on time, cost and

quality factors. Therefore, a strategic change process and how this change might be

managed are vital in building companies.

An incremental development process based on apparent change is more convenient for

developing an organizational structure, culture, and the operations process bounded around

both service and project operations. The slower change added new values to the

organization but did not change the d eeply embedded ones. Accordingly, a real estate

development firm could develop a strong culture orientated toward the importance of

customers and consider services provided to satisfied customers as an important part of the

SURMHFWTV RXWFRPH toftphBasizd the &ffBctive project management tools, as

YLWDO WRROV IRU WKH SURMHFWYfV VXFFHVV DQG VHUYLFH SURYLVLRC(
consider the project as the primary means to meet the requirements of a customer focussed

business.
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Finally, one of the most influential points is the strategic management planning that
involves project design, execution, direction and transformation by considering service
elements from the beginning. The project plan has to identify the project mission, scope,

values and market segment. It has to set smart goals and objectives, ensure the best
utilization of organizational resources and ensure the best ways to attract customers

address their needs and meet customer satisfaction from service provision.

RQ4. How can the servitization strategy be designed, implemented and evaluated
to enhance organizational competitiveness within the context of real estate

development industry?

The fundamental logic of servitization is that customers should be at the starting poi nt of
project development. Therefore, servitization is taken as a process where a real estate
development business develops it capabilities to meet customer needs. Accordingly, in real

estate development, the servitization strategic decision is considered a directional strategy
that shifts the overall orientation towards customers and markets to determine business

practices.

A real estate development firm could offer different levels and types of services for different

strategic purposes. Each level requir es different arrangements and delivers different
outcomes. However, in order to capture the value of servitization, the extent of services

should be extended to the overall project life cycle. Accordingly, the movement of
servitization is an incremental pr ocess based on circular, iterative and on -going processes.
This implies that organizations need to go through these stages continuously to move

forward by offering more services. Businesses need to reflect upon the previous level and

review the outcome of  the process to learn how to improve their service provision strategy

The findings tackled important questions of how to deploy successfully servitization in real
estate projects to create competitive advantage and describe the practices that contribute

to the success of the project  -service system, as shown in Figure ( 6-3) below.
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Figure 6-3: Servitization Deployment Process in Real Estate Development

The service provision process starts with understanding the importance of the services

element and notion behind the servitization strategy, which is imperative to deliver the

strategy successfully. The next step is identifying a growth opportunity magnify ing the
synergy between a building project and services to develop a competitive advantage. The
development of this competitive advantage requires a strong link between servitization

strategy and project operations management to balance the focus between s ervice
orientation and project operations management. This requires a deliberate strategic plan

and a systematic development process to form an appropriate service strategy. The

strategic plan of a servitization strategy should identify the form, extent an d objectives of
service provision and it should be done within a specific period. Finally, the critical success

factors must be identified.
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The implementation process translates the selected design of the servitization into action.

Offering service integrated with the project involves organizational changes that emerge

from combining two divergent processes, i.e., project operations and servic es operations.

While providing services is becoming an imperative element of real estate projects, effective

project operations management is also a key success factor to deliver the project on time,

at the correct cost and with the necessary quality stand ards. Therefore, the organization

needs to align its resources, capabilities, organizational culture, structure, the operational

process and the quality system between a service provision strategy and project operations

management. The required change shou Id be based on hard alignment of servitization and

SURMHFW ZKHUHE\ WKH RUJDQL]DWLRQYVY QHZ VWUDWHJILF SULRULWL

provision and operations management to generate more customer value.

Finally, evaluating a service provision ou tcome is a critical tool to improve the servitization
decision -making process. The real estate development firms need to determine the
effectiveness of a given approach to servitization, and whether offering services has
succeeded. If not, they have to tak e corrective action wherever required. The servitization
strategic evaluation process is concerned with two key issues, the strategic consistency and

the outcome of the servitization strategy. Firstly, the evaluation process is concerned more

with the cons istency of offering a service strategy and project operations management to

ensure neither disrupt the creation of customer value. Accordingly, deploying servitization

processes are evaluated against several key success factors. Additionally, the real esta te
organization reflects on the outcome of the previous stages of servitization to the next one

by looking at facts regarding the health of formulation and implementation processes;

looking for more development; and improvements that govern the success of a servitization
strategy and project delivery. The second key issue is measuring the effectiveness of
servitization strategy. Organizations appraise the strategic outcome of servitization against

several keys such as competitive advantage, customer attract ion, sales growth and

customer satisfaction.

Thereafter, the project -services system is a repeatable process based on an incremental
approach of continuous improvement and on -going learning process. The process of offering
service enhances organizational knowledge. This includes close customer relationships,
which in turn facilitates the continuously improvement of superior project -service systems.
The cycle continues by identifying the optimal service approach to implement the next level

of the project -service system.
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RQ5 - What are the critical success factors required for ensuring the success of a

servitization strategy in real estate development organizations?

The real estate development industry offers services to develop a competitive advantage by
offering different type of services throughout different stages of the project life cycle. These

service systems should improve the synergy between product and services and add more

customer value. Therefore, the success of servitization in real estate development is
described by three interrelated aspects (Figure 6 -4). These relate to managing customers,
service provision and project management. Several initiatives related to these three aspects

contribute correspondingly to the success of offering serv ices in real estate development

projects.

Figure 6-4: Factors Affecting Servitization Success into Realty Projects

Customers are the most important component of a combined project and service provision

strategy. Fulfilling their needs is considered the key success factor, and customer
satisfaction is the main criteria used to evaluate the success of the service provision

strategy. Real estate firms need to manage customer expectation, customer long -term

relationship and custom interaction.

In addition, both project and service are inter -dependent. Neither service nor project could
be disregarded without one affecting the other. As a result, servitization strategy needs
developing based on sustainable c ooperation between project operations and service
provision. Therefore, the most appropriate critical success factors are those supporting the
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synergy between service orientation and project operations management. The project -
service systems should be deve loped by systematically balancing product innovation and
service innovation and benchmarking best practices. Offering services should be linked to
organizational capabilities and arranging for developing the additional capabilities needed

for service provi sion. Offering services requires commitment from executive management

and communicating to other organizational members, the importance of meeting customer

satisfaction by providing services. The organization needs to develop effective
communication and co  ordination. Also, it needs to minimize task variation and scope change

through an effective change control process

6.5 Synthesising Key Findings and Study Conclusion

Traditionally, the real estate development industry focused their efforts on project del ivery
and cost reduction. The findings of this research indicate that service provision becomes a
responsibility of real estate developers. Offering Service has become an essential element of

the real estate development project. This necessity of servitiza tion in the real estate

GHYHORSPHQW LQGXVWU\ LV SXVKHG E\ FXVWRPHUVY QHHGV DQG

marketing, financial and innovation advantages available from service provision (as
explained in figure 6-1 above ). This study found that servitization offers a new way to
compete. It improves industry operational practices, sets a hew value model for customers

and raises the criteria of selecting a market offering. Once services are provided, real estate
development fi rms relinquish the idea that the value of a real estate development project is

only centred on delivering the project. The deliverables of a project become an integrated

process of offering basic services, advanced services and system solutions. These are

offered before sales, during the execution and after project sales. The study has identified

the impac t of these services approaches ( See Figure 6-2 Above). Each approach has its own
RXWFRPH DQG LPSDFW RQ D SURMHFWY{V SHUIRUPDQF i neddeditoU HD O
offer services that cover the whole project life cycle ensuring that customers perceive more

value with each phase of the project life cycle.

However, this is not without challenges. The nature of real estate development projects is

designed to achieve specific objectives based on high task interdependence, with high
uncertainty and a limited work scope. Offering services integrated into the project increases
uncertainty and broadens the project scope. Adding services requires changes througho ut
the organization.  The real estate development organizations need to balance the service
orientation with project operations management. The success of servitization in real estate
development is described by three interrelated aspects related to managin g customers,

service provision and project management. Therefore, a real estate development firm needs
302
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to strategize ahead and plan carefully for offering services integrated to the project. The

study suggests that the conceptual phase of the project desig n is the best time to design
the different approaches of servitization that will be offered during different stages of the

project . Consequently, this study construct s a comprehensive and reliable guide to put
serv itization strategy into action (see figure 6-3 above). Strategic alignment based on
deliberate strategic planning is the main theme of the servitization process in real estate
projects, where the adoption of servitization requires a robust balance between service
orientation and project operations management. Therefore, the success of servitization in
real estate development is described by three interrelated aspects. Those aspects are
managing customer relationship, managing service provision and managing project
operations (see figure 6 -4). From this study, it can be observed that the servitization

process is affected by the nature of the industry.

6.6 Research Contribution

The literature on servitization has focused primarily on the manufacturing sector. However,
differences exist between manuf acturing firms and project based firms such as real estate
development. Each project is unique, with specific objectives, a definite scope and limited
resources. Each project consists of temporary activities that require high coordination.

These activities have programmed start and end times.

A gap exists in the literature on servitization in the real estate development industry, and

this research attempts to contribute to the knowledge of this area. This research filled these
gaps by investigating the aspects of servitization strategy in the real estate development
sector based on collecting empirical evidence from Jordan. Accordingly, this research has
several important implications. The study contributes to the body of knowledge. These are
academic |i terature; theory; research methodology; and finally an improvement in

managerial practices.

6.6.1 Reflection on the Literature

There are knowledge shortfalls in designing and managing servitization strategies (Neely et

DO SORUH UHVHDU F ko s&tMlyQethte $ir&tegies in an even wider range of
LOQGXVWULHY « RQO\ OLPLWHG NQRZOHGJH LV DYDLODEOH DERXW W
FRXQWULHV’ *HEDXHU HW DO E S W LV FRPSHOOLQJ WR
servitization could be seen as a su itable strategy for organizations throughout developed

(post -industrial) economies. Also, it would be interesting to see how the differences in

operational environment between countries and industries influence the possibilities to
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servitize (Turunen & Finne, 2014, p . 605) . Accordingly, the study contributes to the
existing literature in terms of the following aspects:
X To our current knowledge, this is the first attempt to apply the servitization concept
within the real estate development industry in Jord an. The study extends the concept
of servitization to the real estate development industry, highlighting the difference
between product manufacturing and project operations. The study findings present
how the focus in a real estate development business is changing from the execution
and delivery of building projects, to deliver systems of services integrated into the

project that together are capable of adding more value for customers.

x Existing literature identified two main approaches for adopting servit ization. Those
approaches are the full integration approach (Nuutinen & Lappalainen, 2012) and
complete separation approach (Kinnunen & Turunen, 2012) . This study has
developed a new approach to the adoption of a servitization strategy, which is the
balanc ed orientation approach (Figure 5 -1) Chapter 5. Accordingly, this study
developed the servitization deployment model in real estate development integrating
the service provision strategy with project operations management (Figure 6 -3

above).

X This study d eveloped four categories of servitization in real estate development and
identified the value chain of servitization strategy based on these categories (Table
6-1) and figure (6 -2). This model replaces the traditional value chain of real estate

development projects.

X The existing literature of servitization suggested two main methods to meet the
challenge of servitization and facilitate organizational change. Those are evolutionary
change (Kinnunen & Turunen, 2012) and revolutionary change (Brax, 2005 and
Nuutinen & Lappalainen, 2012) (Section 5.4.7 in the discussion chapter). This study
suggests the apparent change is a more suitable change method to meet
organizational change. The study also developed a model that guides this kind of
change methodology in the real estate development industry ( see table 4 -25 chapter
4)

X The existing literature of servitization has identified three types of service paradox
and those are cost -profit paradox (Gebauer et al., 2005) , sales growth paradox
(Visnjic & Looy, 2013c) and branding paradox  (Nenonen et al., 2014). This study has

identified a new service paradox namely the competitive advantage paradox. This
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study suggested that careful planning of servitization strategy to mitigate the risk of

the competitive advantage p aradox ( Section 5.5.2 in the discussion chapter).

x Although, the importance of offering service has been extensively discussed in

operation management literature, curiously, there is still a lack of attention to the

dimensions of quality control system o f service integrated to product within the
servitization context (Mert, et al. 2014). This study has identified the characteristics
of servitization quality control system (Section 5.4.5 in the discussion chapter). This
study argues that organizations need to develop a quality control system that

combines both product and service characteristics; where both the tangible and

intangible features have to be considered. Measurements such as product quality

conformance and product specification criteria are esse ntial to control project time,

scope and cost; enhance resource utilization; and minimise waste. Still, customer

relationship management is vital to enhance customer satisfaction and ensure best

performance delivery. Therefore, a servitization quality is d escribed using three

interrelated aspects; the product, the service and the system. Those aspects

UHSUHVHQW WKH UHTXLUHG TXDOLW\ WR VDWLVI\ FXVWRPHUVY

expectations.

6.6.2 Reflection on Theory

The existing literature of servitizati on referred to different management theories to explain

the sources of servitization competitive advantage such as Market -Based Theory, Dynamic
capabilities Theory, Service  -Dominant Logic and Value co  -creation approach, Organizational
Learning Theory, Netw ork-Based View, Knowledge -Based View and Resource -Based View
Theory (Eloranta & Turunen, 2015)

This study adopted the Resource -based View Theory as a theoretical lens to develop insights

into how offering service develops a competitive advantage in real e state development. This
study found that offering services reconfigures the resource of the real estate development

firms to offer more value for customers. Offering services develops distinct capabilities
required to achieve competitive advantage. The stu dy identified three main sources of this

competitive advantage (section 5.7.1 Chapter 5).

X Based on servitization, the value chain of a real estate development project becomes
as the organizational activities of offering services systems that integrate bo th the
project component and services. These systems capable of adding more value for

customers and developing a competitive advantage by converting the industry
305



competences and develop strategic capabilities to meet the necessary requirements
in the indus try and compete in a given market (Figure 5-2).

X The study shows the competitive advantage is obtained by linking servitization
strategy to project operations management. This means that offering services must
be consistent and tied to project operations m anagement based on full alignment
and a robust link. This link is vital to convert operational capabilities to criteria that
will develop a competitive advantage and lead to market success (Figure 5 -3).

X The study also shows that organisational knowledge a nd the on -going learning
process is a base for competitive advantage. Offering different types of services
influences the type of knowledge that organizations gain by having a closer customer
relationship. This knowledge converts the organization capabilit ies and improves
organisational effectiveness in managing the other resources to quickly response to
FXVWRPHUVY QHHGY DQG SURDFWLYHO\ GHDO ZLWK KHuW RPHUVY
5-4).

In additional, from the perspective of the Resource -based View Th eory, this study affirms
that organizations are different, and different organizations require different operational
processes. The study illustrates that the servitization process is different in real estate

development and reflects the nature of the indu stry.

6.6.3 Reflection on Research Methodology

Servitization is not any easy strategy to be examined (Baines, 2013). It is a multifaceted

and complex phenomenon that is unclearly defined and combines several perceptions (Lay,

2014). The traditional study approaches are not satisfactory to gain an in -depth
understanding of service provision practices, nor are they satisfactory to capture robust

evidence and mutual agreement (Baines & Shi, 2015). Therefore, this study was carried out

based inductive reasoning approach and an incremental iterative design. This design
included the thoughts of the Delphi technique. The selected reasoning approach was used to

identify the categories of servitization strategy in a comprehensive way, while the iterative
design and the concept of the Delphi study were used to reach categories saturation, and

develop mutual agreement. In addition, several articles addressed the state -of-the -art of
servitization via a systematic literature review. However, a tradi tional systematic literature
review of servitization is a complex and difficult process (Hou & Neely, 2013). The study

used a partial systematic literature and network analysis by following the works of three

research groups using citation and co -citation matrix. By this means, the main research
keywords and servitization categories were identified. Then, the study let the central

categories emerge from the academic literature. This research design was found to be very
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useful to address the complexity of a servitization strategy. The study recommends similar
research data collection and analysis design that allows for an effective exporting and a

deeper understanding of servitization as a research topic.

6.6.4 Managerial Implications

This research promote s the servitization strategy to real estate policy makers. The study
provides real estate developers with guidelines for adopting servitization successfully and

building a competitive advantage in real estate sector based on offering services. The study
provides an insight into the factors that drive success when adopting servitization in real

estate projects. It indicates that both strategic consistency and deliberate strategic planning

are the core of successful service provision. The study identified the strategic opportunities,
drivers, barriers and the critical success factors when offering services. Several frameworks

ZHUH GHYHORSHG WR VXSSRUW WKH SUDFWLWLRQHUVY DFWLYLWLHYV
offering strategy including a framework to guide the change process to support the balance
between service orientation and project operations, as well a road map for deploying a

service provision strategy.

6.7 Research Limitations & Recommendations for Future Research

Despite the robust research desig n, this study has some research methodological
limitations. One of the main limitations is that it is an exploratory study investigating
servitization strategy in the real estate development sector, which was conducted to build
evidence, based on a qualita tive case study strategy. This is not generalizable in the
traditional sense, and needs to be tested using a larger sample to ensure that the results

could be generalized.

Also, the bulk of the data were collected in Jordan, highlighting important factor s that
influence the servitization of real estate development. Although many of the study results

are case specific, still, these results could be used as a model for studying the real estate
development industry in a similar content and could be extended to other countries. In
addition, it could be helpful for underpinning study of other project -based industries.
Further research is required to confirm the research findings through a quantitative study

and more in -depth research focused sectors needs to be carried out which focuses on other

sectors.

Finally, the holistic research design made it difficult to explore the aspects of servitization

strategy in more depth. These aspects need to be tested with more focus. Still, the study
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provided a comprehensive review and a platform base on which more in -depth research into
other focused topics of servitization n could be carried out later. Also, the single case study

design does not show the differences between the various real estate development
companies for  which a comparative case study research is required. In addition, it should be
admitted that no individual research could claim to encompass all aspects of such a complex

topic without further exploratory research.

6.8 Learning Experience

Conducting res earch is challenging and exciting at the same time. During the past three
critical years, several lessons have been learnt, particularly, the importance of developing

an overall picture by taking a step back and looking at the picture as whole. Furthermore

the importance of having an informed external eye to give a different perspective is a great

way to move forward. Planning and making an informed decision is an important lesson that

has been learnt. It is important when selecting a choice from different possible alternatives
to thoroughly investigate and evaluate them before making any commitment to a particular
approach, method or technique. Another great lesson is finding out that everything has its

pros and cons. There is often no best solution. Both advantages and disadvantages should
be considered and evaluated to mitigate risk. Finally, although PhD research requires a

great deal of focus and commitment as well as hard work and dedication, it is also a highly

rewarding and fulfilling experience.

6.9 Chapter summary

This chapter described the overall study project, and outlined the previous chapters. The

chief aim of this chapter was to answer the research questions, provide a conclusion to the
research project, outline the research contributions, address the research limitations, and

suggest recommendations for further research.
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