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Abstract

Product-centric companies are adopting service-based strategies and transformation activities
towards solution-oriented business models to maintain their competitiveness in markets facing
commoditization, slower growth, and declining profitability. Core product capabilities are thus
being complemented with services and knowledge components solving unique customer problems
in order to gain a sustainable competitive advantage that is not easy for competitors to replicate.
Although a variety of these transformation strategies have been studied, there is still limited
attention given to the implementation challenges with them.
    This study will explore the transformation process through an exploratory case study, from the
perspective of a company at the beginning of the process. The objectives are to create an
understanding of how the transformation process towards solution orientation is described by the
company and what kind of challenges are identified. The research questions are the following: How
does the transformation process occur and what are the main organizational challenges? What are
the key activities when taking on the transformation towards solution-oriented business model?
    To explore these questions, seven semi-structured qualitative interviews were conducted in the
case company, which is a small under 100 employee company, operating in the quality inspection
business with customers in the manufacturing business globally. Based on the interview findings,
the transformation process in the company was perceived to mostly take place on the grass-roots
level. Interviewees identified challenges in cross-functional collaboration, organizational structure,
lack of shared vision, and differences in underlying mindsets and logic guiding the actions. Still,
some of these issues are already being addressed by different change activities. The discussion
focuses on reflecting with the cross-functionality issues to previous findings in literature, as well as
elaborating on finding the balance between product and service logic.
    Based on these findings and the analysis, managerial implications were suggested to be the
following. First, the case company should continue and increase bridge-building activities, creating
forums for collaboration and thus addressing the perceived silos and transparency issues. Secondly,
it is important to support the development of culture to the desired direction and to promote the
desired set of values. This work should be incorporated into multiple fronts and activities, from daily
operations to training and celebrating small wins.

Keywords Transformation, solution business, services, case study
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Tiivistelmä

Tuotekeskeiset yritykset ottavat käyttöön palvelupohjaisia strategioita ja erilaisia muutostoimia
kohti ratkaisukeskeistä toimintaa säilyttääkseen kilpailukykynsä markkinoilla, jossa kasvu on
hidastunut ja kannattavuus heikentynyt. Tuotekeskeisten yritysten ydinosaamisen rinnalle tulee
näin ollen erilaisia palveluita ja tietokomponentteja, jotka pyrkivät ratkaisemaan yksilöllisesti
asiakkaan ongelmia. Tavoitteena on samalla luoda kestävää kilpailuetua, jota muiden markkinoilla
toimivien on haastava replikoida. Vaikka erilaisia muutosstrategioita kohti palvelu- tai
ratkaisukeskeisyyttä on tutkittu, itse siirtymäprosessin haasteet kiinnitetään edelleen vain vähän
huomiota.
Tässä tutkimuksessa tarkastellaan muutosprosessia tapaustutkimuksena case-yrityksen
näkökulmasta tämän muutosprosessin alussa. Tavoitteena on rakentaa käsitys siitä, miten yrityksen
edustajat kuvaavat muutosprosessia kohti ratkaisuorientaatiota ja millaisia haasteita yrityksessä
tunnistetaan. Tämän tavoitteen myötä tutkimuskysymykset ovat seuraavat: Kuinka muutosprosessi
näkyy organisaatiossa ja mitkä ovat huomattavimmat haasteet organisaatiolle? Mitkä toiminnot
ovat avainasemassa siirryttäessä kohti ratkaisukeskeistä toimintamallia?
    Näiden kysymysten tutkimiseksi tehtiin seitsemän puolistrukturoitua kvalitatiivista haastattelua
case-yrityksessä, joka on pieni alle sadan työntekijän yritys. Yritys toimii laaduntarkastusalalla ja
asiakaskunta muodostuu maailmanlaajuisesti valmistavan teollisuuden toimijoista.
Haastattelutulosten perusteella yrityksen muutosprosessin havaittiin tapahtuvan lähinnä
ruohonjuuritasolla. Haastateltavat tunnistivat haasteita tiimin tai funktion rajat ylittävässä
yhteistyössä, organisaatiorakenteessa, yhteisen näkemyksen puutteessa sekä ajattelutavoissa, jotka
ohjaavat toimintaa. Joitakin näistä tunnistetuista haasteista on jo käsitelty erilaisilla toimilla
yrityksen sisällä. Tutkimuksen keskusteluosiossa keskitytään erityisesti yhteistyöhaasteiden sekä
toimintalogiikan käsittelyyn ja vertailuun kirjallisuuden havaintoihin.
    Näiden haastatteluhavaintojen sekä analyysin perusteella muodostetaan käytännön suositukset.
Ensinnäkin tutkittavan yrityksen olisi jatkettava ja lisättävä toimenpiteitä yhteistyön ja avoimuuden
lisäämiksesi sekä siltojen rakentamiseksi eri funktioiden välillä, esimerkiksi luomalla
yhteistyöfoorumeja ja aktiivisesti purkamalla siiloja. Toiseksi, kulttuurin, yrityksen arvojen ja
taustalla olevan logiikan kehitystä tulee tukea haluttuun suuntaan eri yhteyksissä ja toiminnoissa.

Avainsanat muutosprosessi, ratkaisuliiketoiminta, palvelut, tapaustutkimus
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1. Introduction

Traditional product-centric firms and manufacturers are adopting service-based strategies to

maintain competitiveness despite the commoditization and slower growth (Salonen, 2011).

The way companies are doing this is by exploring service components and integrated

solutions which are defined as customer-focused combinations of goods, services, and

knowledge components into unique solutions to solve the customer-specific problems

(Storbacka, 2011). The potential of gaining a sustainable competitive advantage in the

market is considered attractive (Olivia and Kallenberg, 2003; Gebauer, Fridelli and Fleisch

2005; Salonen, 2011) combined with the high revenue potential and stable source of income

(Gebauer et al. 2005) and the potential for creating opportunities for additional sales and

increased customer loyalty.

However, branching out to services is not necessarily an easy task for product-centric

companies, despite the strategic importance of the service component, the implementation

and innovation around services is challenging (Gebauer et al. 2005; Ulaga and Reinartz,

2011). These challenges are speculated to derive from the product-centric mental models

that drive the logic of doing business (Kindström and Kowalkowski, 2014). Moreover, the

transformation to a solution orientation is considered to essentially be a method to

complement the already existing core capabilities in product excellence and technological

leadership, rather than replacing them or to compensating for the lack of these capabilities

(Salonen, 2011). In the long run, this means that the companies, instead of completely

replacing product-related values with service values, find ways for them to coexist (ibid).

Despite the research and discussion around adding services to a product portfolio, service

strategies, and moving towards solution business, Matthyssens & Vandenbempt (2008)

highlight that there has been a demand within academic research for increasing the

understanding of how companies can move from basic products to offerings consisting of

solutions and services. Antioco, Moenaert, Lindgreen and Wetzels (2008) also consider the

research in the field to be fragmented. Identifying the potential strategies is only one part of

the story as implementation issues are often ignored or they are being studied in isolation

within the companies as well as across other companies in the supply chain or business
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network. Matthyssens & Vandenbempt (2008), the difficulties faced by companies trying to

apply the recommended strategies in practice have been overlooked, for instance by ignoring

the interaction effects with customers or other partners. Although the literature encourages

the transition towards a solution orientation and even making fundamental business model

changes, the development and implementation challenges of the solution business model are

still not widely addressed (Baines, Lightfoot, Benedettini & Kay, 2009b).

Interestingly, it has also been noted that instead of considering the growing service intensity

as a trade-off within product organizations, it should be viewed as delicate balancing with

multiple business logic (Windahl & Lakemond, 2010). Balancing between the products and

services in terms of assets and interest within a company can be a challenge, but it can also

be considered a capability for service innovation in product-centric firms (Kindström,

Kowalkowski and Sandberg, 2013; Kindström and Kowalkowski, 2014). Shifting the

attention towards a solution orientation can be slow and resource intensive, as new mindsets,

capabilities and structures must be built (Salonen, 2011). This can take significant effort for

the transitioning companies and tensions may rise between these two cultures trying to find

a way to co-exists when the firm has chosen to integrate goods and services jointly into the

offering (Gebauer and Fridelli, 2005), therefore making this a critical topic to study. The

level of fundamentality of the needed change might not be apparent to the companies taking

on the change activities, as the pool of research addressing the actual implementation is

limited.

Studying organizational change processes in the solution business context can prove to be

demanding, as every organization and their change process have their unique characteristics

and issues, thus making it a suitable subject for a case study. While this makes it difficult to

generalize results, it simultaneously offers an interesting and constantly evolving field to

study. “Change is a constant” as one of the interviewees of the case company notes. It is a

process that might not have a clear ending point leading causing both frustration and

excitement both for scholars and practitioners. Organizational change processes can take

many forms and the level of impact is different depending on the context: adapting to market

changes, solving internal problems with culture, structure or rebranding. For traditional

product-centric companies, the service and solution market has become an attractive

opportunity to strengthen their competitive advantage, react to changing customer behavior

and to tap into an alternative source of income that is more resistant to economic fluctuations.
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Although the change to this direction might be attractive, sometimes organizations might

also take this direction unwillingly (Kindström, 2010).

1.1 Research objectives and questions

The objective of this study is to explore how the organizational challenges related to

transformation activities are described and how these can affect the transformation process

towards a solution-oriented business, where product business is complemented for with

services. It is particularly interesting to study the transformation from within the company,

as most research in the solution business literature has focused on studying the topic on the

macro level and aiming for theory building purposes. As this study is exploratory in nature

and carried out as a case study, it is justified to dive deeper into the core of the organization

to create a better understanding of how the fundamentals such as culture, collaboration and

mindsets can affect the change process, which by itself already  demands a significant effort.

The practical aim of this study is to explore how the company could better plan their

transformation process towards a solution-oriented business considering the existing

organizational challenges. This will be studied by identifying reasons why the company is

seeking to change the way they operate, how they describe their strengths and organizational

challenges and the current efforts related to change activities. With these objectives in mind,

the research questions are formulated to be the following:

1. How does the transformation process occur and what are the main organizational

challenges?

2. What are the key activities when taking on a transformation towards a solution-

oriented business model?

1.2 Structure of the study

The thesis consists of six chapters. This introductory chapter presents the topic and research

objectives and questions addressed in this thesis. Literature review is divided into three parts.

First, building some background for the topic of the research. Then diving into the

transformation process towards a solutions business, elaborating on solution business
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characteristics and fundamental changes taking place in the organization during the process.

Lastly, discussing the balancing of services and products. The literature review is followed

by the methodology section of this thesis. The fourth chapter presents the empirical findings

of this research, and followed by the discussion and finally, the conclusions of this study.

Figure 1 summarizes the structure of this thesis.

Figure 1: Overview of the thesis structure
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2. Literature review

This section describes the theoretical background and key concepts relevant to this study.

The first part is focusing on the transformation process towards a solution business model.

In this section, the reasons for why organizations aim for this direction is shortly

summarized, followed by the solution business model characteristics. After that, the aim is

to explore various fundamentals of the organization that are affected by the transformation

process. The third part of this chapter elaborates on the balancing of products and services

together with potential obstacles that might emerge during the transformation.

2.1 Background

This section aims to provide a brief overview of the research streams within the solution

business literature and to provide definitions of some of the key terminology in this research.

Scholars have made the distinction between streams of servitization, solution marketing and

sales, solution strategy and management, and finally operations management oriented

product/service literature. In the following sections, the concepts of servitization and

solution will be elaborated in more detail.

Servitization is a widely recognized term for the process where value is created by adding

services to products (Baines, Lightfoot, Peppard, Johnson, Tiwari and Shehab, 2009a) and

as a trend in manufacturing, where companies offer integrated bundles or both solutions and

operations services in the value stream (Davies, Brady and Hobday, 2006).  The original

term ´servitization of business´ was introduced already in 1988 by Vandermerwe and Rada.

They define servitization as “the increased offering of fuller market packages or ‘bundles’

of customer-focused combination of good, services, support, self-service and knowledge in

order to add value to the core product offering”. The definition of these bundles, or integrated

solutions, has been extended to a more comprehensive process by Storbacka (2011) among

others. He defines integrated solutions as longitudinal processes, where a solutions provider

integrates goods, services and knowledge components into unique combinations that solve

customer specific problems, which are strategically important. These solutions are then

compensated on the basis of the customer’s value-in-use. (Storbacka, 2011). Although this
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definition has been extended since the first establishment of the original definition by

Vandermerwe and Rada (1988) it can still be considered aligned with each other as they

define integrated solutions as bundled offerings of goods, services, knowledge support and

a customer’s self-service. Besides Storbacka, another comparable definition is presented by

Kujala, Artto, Aaltonen and Turkulainen (2010), who define solutions offered by a project

firm as a combination of a product component and an after-sales service component,

simplifying the definition slightly from the previously presented one. Still, the main

components present in the definition remain the same.

Since the first establishment of the term in 1988, there has been an increasing interest in

studying these service-led competitive strategies (Baines et al. 2009a). This is speculated by

Baines et al. (ibid) to be driven by the belief that the capabilities created with servitization

are distinctive, sustainable and easier to defend from competition than capabilities connected

to products solely. Baines et al. (ibid) discuss servitization from the manufacturing

perspective, especially focusing on product-centric servitization. This type of servitization

is defined as a phenomenon where services are directly connected with the product offering,

for instance in the form of service or repair. For companies to succeed in transforming their

offering to a more service-oriented direction, manufacturers will need to set up new guiding

principles, structures and processes for their production and support operations (Baines et al.

2009a; Oliva and Kallenberg, 2003). The following sections will take a closer look at the

potential reasons why companies are motivated to move beyond products and include service

components to their offering.

2.2 Transformation process towards solution business model

This section dives deeper into the transformation towards a solution business model, first

starting off with understanding the reasons why organizations aim towards this business

model by introducing drivers for change. Followed by that is a section introducing

characteristics of a solution business model. The third part focuses on understanding how

the solution orientation can fundamentally change the organization and lastly, introducing

hindering factors and the idea of balancing the product and service logic in an organization.



7

2.2.1 Drivers for change
Companies can aim for solution-orientation or add service elements to their offering for

multiple reasons, as the transformation agendas can be really individual in nature. However,

some researches have categorized reasons for change under larger themes. This kind of

suggestion for why companies are embarking with the change process towards a solution

orientation is provided for instance by Gebauer et al. (2005) and Baines et al. (2009a). The

threefold reasoning is not unique to these authors but has also been described by other

researchers studying the transformation process (see for example Salonen, 2011). The

identified main drivers are strategic, marketing and financial drivers (Figure 2).

Figure 2: Drivers for servitization

From the financial perspective, there is a high revenue potential and higher profit margins in

services, as well as it offers a more stable source of revenue (Gebauer et al. 2005). Servicing

an installed base of products with a long-life cycle can create substantial revenues for the

company (Knecht, Leszinski, & Weber, 1993).  Product-service sales can also be more

resistant to economic cycles that might affect investment and good purchases (Oliva and

Kallenberg, 2003). Besides, decreasing sales margins due to commoditization are driving

organizations to extend their business with new offerings (Matthyssens and Vandenbempt,

2008; Reinartz and Ulaga, 2008).

Marketing opportunities as one of the drivers is mainly examined as utilizing services to sell

more products (Gebauer, Fridelli and Fleisch, 2006; Gebauer and Fleisch, 2007). The service

addition is considered to influence the purchase decision (Gebauer and Fleisch, 2007) and
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the importance of this component is highlighted in B2B or industrial markets, where

customers are described to demand services (Oliva and Kallenberg, 2003). Services are also

claimed to enhance customer loyalty, induce repeat sales and increase contact opportunities,

creating opportunities for even more customer insights for the future (Baines et al. 2009a).

Strategic drivers often refer to gaining a competitive advantage in the market (Salonen,

2011). This competitive advantage is considered to be more sustainable, as it is less visible

and more labor dependent, therefore making it a challenge for competitors to imitate (Olivia

and Kallenberg, 2003; Gebauer et al. 2005). Maintaining a technological superiority

(Gronroos, 1990) or overall cost leadership (Zeithaml & Bitner, 1996; in Salonen, 2011) is

in most cases not possible in the long run, thus making the service-based strategy an

attractive alternative (Olivia and Kallenberg, 2003).

Although these three drivers encompass a wide variety of reasons why companies take on

change activities, there still are other significant drivers outside of the ones presented or a

combination of the above mentioned that motivate organizations to change the way they

operate. The following section about solution business characteristics for instance highlights

understanding customer needs better, which could be a powerful driver for some

organizations to change.

2.2.2 Solution business characteristics
This section aims to present how the literature describes services or solutions in addition to

the traditional product in an organization. Some of the literature uses a business model

approach to solution or service business, as it can give a useful analytical framework and

help to create sustainable competitive advantage by reducing imitability and emphasizes the

consistency between a firm’s strategy and all its structural elements (Kindström, 2010).

Researchers such as Kindström (2010), Storbacka (2011) and Rabetino, Kohtamäki and

Gebauer (2017) have presented models that aim to grasp the essence of this business model

and Kujala et al. (2010) present a typology of five solution-specific business models. The

following sections will present the solution business model framework by Storbacka (2011)

in more detail as an example of the elements that solution business would demand. This

model provides a comprehensive description of a solution business model, encompassing

both the front-end (commercial) and back-end (industrial) operative perspectives (Coreynen,
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Matthyssens and Van Bockhaven, 2017) and identifies also the importance of solution

platform in the model.

Storbacka (2011) considers that three main aspects emerge from the literature as central for

solution business: a process point of view, a high degree of cross-functionality and the need

for new capabilities and management practices. The solutions process encompasses the

stages of designing the actual solution. Whereas Kindström and Kowalkowski (2009)

suggest these process steps are market sensing, development, sales and delivery, Storbacka

(2011) combined these with the empirical findings and suggests that the solution process is

formed of four highly interconnected and iterative phases: develop solutions, create demand,

sell solution and deliver solution (Figure  3).

Figure 3: Solution process by Storbacka (2011)

The high degree of cross-functionality has been identified as a central topic when managing

solutions businesses (Storbacka, 2011; Storbacka, Polsa and Sääksjärvi, 2011). Cross-

functionality is reviewed especially from the selling perspective, where these interfaces are

not just the issue of sales and marketing functions but throughout the entire organization,

from finance to manufacturing, supply, engineering and servicing (Storbacka, Ryals, Davies

and Nenonen, 2009). Another aspect of cross-functionality refers to the organizational,

managerial and strategic consequences taking place when moving towards solution business

(Penttinen & Palmer, 2007). Storbacka (2011) divides these requirements for new

capabilities into three: commercialization, industrialization and solution platform. Based on

these three identified groups and the previously introduced solution process phases,

Storbacka (2011) has created a solution business model framework, identifying key
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capabilities in each of the areas. The framework is displayed in Appendix 1.

Commercialization and industrialization are briefly explained below. Solution platform is

elaborated on in more detail as it is connected to the fundamental changes taking place in

the organization during the transformation process.

Commercialization is defined as a provider’s ability to understand the customers’ value-

creating process and creating solutions that make it possible to improve value-creating for

the customers, creating demand for these solutions and eventually selling them and receiving

compensation based on the customer’s value-in-use (Storbacka, 2011). This long process

involves multiple activities to be performed in multiple levels of the organization and in

various functions (Storbacka 2011).

Industrialization capabilities are closely linked with the commercialization process, as the

providers need to build their ability to produce and deliver solutions in an efficient way.

Repeatability is considered an important measure of progress in providing integrated

solutions (Davies et al. 2006). This is highlighted when designing business processes as they

should have enough uniformity to support repeatability and developing averaged processes

(Storbacka, 2011). Therefore, Storbacka suggests (2011) that experiences from past projects

need to be codified into manuals and processes so that they can be utilized also in the future.

Solution platform refers to creating a suitable foundation and support for an effective

solution business model to foster, including strategy, management systems and supporting

infrastructure (for instance information and communication technology, and human

resources) Storbacka, 2011). Acquiring these capabilities requires investments if the

organization is willing to build an effective solution business model (Storbacka, 2011). As

these investments might not be directly visible to the customers, it can be challenging to

build a business case around them. Still, it has been argued that building a sustainable

competitive advantage is highly dependent on solution business platform capabilities

(Storbacka, 2011; Storbacka et al. 2011).  Figure 4 elaborates on the solution platform

capabilities within the solution business model framework.
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Figure 4: Capabilities within solution platform by Storbacka (2011)

One key capability in these new or renewed capabilities under management systems (see

Figure 4) is the importance of the sales organization, which might face significant differences

when the offering is developing from a product centric offering to a solution oriented.

Selling solutions is a complex process that involves conflicting requirements of multiple

stakeholders, both internally and externally. The logic of solution business is quite different

from the one used in the product business, as there is a need for collaborative management,

involving customers in business planning and ensuring control measures, processes and

coordination of resources are cross-functional. (Storbacka, 2011; Storbacka et al. 2013).

Besides the capabilities identified by Storbacka (2011) in the solution platform, other

researchers have also recognized the importance of intangible assets or capabilities for

success (Rabetino et al. 2017). For instance, cross-functionality and intra-organizational

integration and coordination were also emphasized in other studies as key success factors

for overcoming the distance between sales, production and service operations (Kindström et

al. 2012; Martinez Bastl, Kingston and Evans, 2010; Rabetino et al. 2017).

As a solution provider, the firm should not limit the customer contact to only one function,

but rather build a comprehensive commercialization process, as Storbacka (2011) calls it,

overarching multiple functions and managerial layers (also in Storbacka et al. 2011). If an

organization is aiming for a customized value proposition, it requires better customer
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knowledge to be able to create this (Kindström, Kowalkowski and Nordin, 2012).  Also,

sharing information cross-functionally is highlighted as a supporting capability for solution

sales strategy (Storbacka et al. 2011). Strong information and communication infrastructure

as well as the creation of knowledge repositories are considered important features of a

successful solution business (Storbacka. 2011; Storbacka et al., 2011).

Human resource practices, which are also identified as one of the key areas in Storbacka’s

solution platform (2011), are seen to have an important contribution when crafting service-

oriented sales practices (Gebauer et al. 2005; Reinartz and Ulaga, 2008). Acquiring

appropriate skills and expertise, promoting skill-based training and aligning compensation

strategies are considered as powerful ways of fostering service-oriented culture (Antioco et

al. 2008; Reinartz and Ulaga, 2008; Kindström and Kowalkowski, 2014). Rabetino et al.

(2017) highlight that human resource management practices can also be embraced to aid

product-centric personnel with required customer-centric knowledge and skills, as well as

aligning individual goals with the unit’s goals with the incentive structure. Additionally,

Rabetino et al. (2017) suggest that solution business demands not only deep knowledge

about the technical perspective but also customer-oriented soft skills. This skill combination

needs to be kept in mind when designing incentive systems and training programs for

employees (Rabetino et al. 2017).

Extending the supportive perspective beyond the solution platform, other key areas that play

a significant role in successful servitization or solution-oriented business are culture and the

company’s service-oriented values (Gebauer and Fleisch, 2007). In product-centric firms,

services might be considered as add-ons to the core product offering or even a necessary evil

for future product sales (Kindström & Kowalkowski, 2014; Kowalkowski, 2008). Therefore,

creating internal awareness of the potential and importance of adding services to the offering

is considered to help to shift the attention to the new direction and to help reshape the

perceptions of the people. This mindset can appear even in the terms that are used to describe

the service offering of the firm so that it is merely seen as a support to product sales.

(Kindström & Kowalkowski, 2014). Besides the mindset, service culture also demands a

long-term orientation, which might create a conflict when being matched to the short-term

financial goals. (Kindström & Kowalkowski, 2014).  This and other fundamental changes in

the organization taking place during the transformation process are elaborated in the

following section.
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2.2.3 Fundamental changes required during the transformation process
Although solution business and servitization have been widely studied, the challenges

related to the implementation of this business model have not received as wide attention

(Baines, Lightfoot, Benedettini & Kay, 2009b, Storbacka, Windahl, Nenonen, and Salonen,

2013). It has been acknowledged that the transition might be somewhat fluid in nature and

not following easily identifiable steps but rather moving along from products to services in

a continuum, as described by Oliva and Kallenberg (2003). A similar approach is suggested

by Storbacka, Windahl, Nenonen, and Salonen (2013) as they identify four levels, or

continua, describing the levels of transformation happening in the organization moving

towards the solution business model: customer embeddedness, offering integratedness,

operational adaptiveness and organizational networkedness. They also highlight that the

solution business model is not a static state and that these four continua represent the change

directions that firms move along when they are developing the solution business model.

Although the four continua elements are closely interlinked and interdependent, the firm still

can choose how far to develop each continuum and iterate them along the way when

developing the new business model (ibid).

A similar long-term oriented interlinked sphere, operational adaptiveness, was also

suggested in Storbacka’s (2011) earlier work as he highlighted the need for a long series of

changes taking place across the organization simultaneously. Similarly, Storbacka and

Pennanen (2014) describe the changes taking place in three levels: ways of thinking

(motivation), ways of organizing (team structure, management procedures, metrics and

targets) and ways of working (processes and tools). Out of these, changing the ways of

thinking can be especially slow, but an essential part of the process aiding to reach the

desired outcome, thus making it an interesting area to study. To keep the momentum of the

change process alive in the organization when moving along, Storbacka and Pennanen

(2014) consider it important to make early and continued success visible in the organization

and eventually use these as effective means in training, motivating and encouraging learning

on the job.
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Figure 5: Levels of change in solution business (Storbacka & Pennanen, 2014)

The following section elaborates further on change areas that organizations moving towards

a solution-oriented business model have to consider: redirecting the mindset towards a

service logic, fostering a service-oriented culture, increasing customer orientation and

creating a support platform within the solution company. As for the different continua or

levels of change presented in this section, these areas presented in the following sections are

also highly interlinked and could be prerequisites for introducing and developing other

elements of the solution business model to the organization. Furthermore, it could be argued

that their role in a long-term transformation process is essential.

The mindset shift from goods to service logic
Although the change process can be described on these three levels (Figure 5), a fundamental

change has to be done on the motivation level. Salonen (2011) emphasizes that a solution

orientation usually implies a change of attitudes and conventional ways of thinking, thus

affecting the culture and mindsets within the organization. This change in culture and

attitudes are referred to as a shift from goods dominant logic to a service-dominant logic

(Vargo & Lusch, 2004). Vargo and Lusch (2008) consider that the shift towards this process-

driven service-centric logic provides a solid foundation for a transition from a traditional

manufacturing model to a service-provider model, compare to a goods-centric logic that

would consider services to inferior to goods.
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A goods dominant logic is defined as a view, whereby goods are the tangible output with

embedded value, and they are the focus of value in exchange, whereas services are viewed

as an add-on enhancing the value of the goods. (Vargo & Lusch, 2008). In a contrast, the

service-dominant logic focuses on a process where the value is created by doing something

for another party. The offering is thus co-produced interactively with the customer, defining

the needs and refining the process on the way. With this logic, the ultimate goal for the

company is to help their customers in their value-creation processes. Therefore, the tangible

goods serve more as appliances for the service provision and conveyors of competence rather

than the final value out-put. However, the role of goods is still considered essential in this

process. (Vargo & Lush, 2008) Figure 6 summarizes the transitions shifts suggested by

Vargo and Lusch (2008) to be considered when moving from a product focus to a service

focus.

Figure 6: Transitions shifts by Vargo and Lusch (2008)

Fostering a service-oriented culture and cross-functionality
The organizational culture should be directed towards service-oriented values and behavior,

as it is considered essential to the implementing servitization (Gebauer and Fleisch, 2007;

Baines et al. 2009a; Kindström & Kowalkowski, 2014). In organizations that are working

both with products and services, there might be a need of finding a balance with these values,

as sometimes the old mindsets from the product-centric firms can linger and embrace the old
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values, not supporting the change process (Kindström & Kowalkowski, 2014;

Kowalskowski, 2008). This was already highlighted in the distinction between goods-

dominant and service-dominant logic earlier in this section and this fundamental mindset

shift could be argued to be linked to the changes in values, behaviors and ultimately the

organizational culture. Salonen (2011) exemplifies with her research that the change

happening in case organizations studied (Kone and Wärtsilä) was considered a significant

undertaking in terms of the orientation away from the products and towards greater

sensitivity to customer needs. This involved both developing new capabilities and fostering

a cultural shift in the organization (ibid).

Some scholars suggest that having a separate service organization would help to avoid

conflict between the product and service organization (Oliva & Kallenberg, 2003), but the

more dominant viewpoint is that servitization or solution-oriented strategy requires cross-

functionality and intra-organizational integration and coordination (Kindström et al. 2012;

Martinez et al., 2010; Rabetino et al. 2017). These play an important role in overcoming the

potential distances between different functions, such as sales, production and service

operation within the organization (Storbacka, 2011; Storbacka et al, 2013). Isolating service

operations and personnel from the product-related activities could hinder accessing the full

range of intra-firm capabilities and resources that would be needed in the future to develop

even more advanced service offering (Kindström, 2010). Examples of how cross-

functionality and internal relationships between functions could be enhanced to bridge

organizational silos and facilitating information flows have been identified for instance by

Rebetino et al. (2017). Their findings suggest that one potential alternative is to combine

different team structures: both capture team leaders (project owners or managers) and ad hoc

cross-functional teams were considered as a necessity for configuring and delivering

offerings more efficiently. This combination could also improve sales performance by

utilizing cross-selling opportunities based on a better understanding of customers’ needs and

early interaction of service personnel with customer representatives. (ibid.). In terms of

boosting cross-functionality and enhancing the customer contact throughout the organization

when moving towards a solution business, Rebetino et al. (2017) also emphasize that field

service personnel play a fundamental role as a source of first-hand information (recognized

also by Kindström   Kowalkowski, 2014; Kowalkowski, 2008; Ulaga and Reinartz, 2011).

This suggestion could also be linked to Storbacka’s (Storbacka 2011 and Storbacka et al.

2011) notion of incorporating customer contact in several functions and managerial layers.
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Furthermore, paying attention to this in the transformation process could also yield an

additional channel to generate customer information (Kindstöm et al. 2012).

Increasing customer orientation
As the solution business model requires more engagement with customers, it can be seen to

partly increase the costs and risk levels compared to selling traditional products, an so the

decision to enter the solution business should be strategically anchored within top

management. This is especially important as the initial investment that might be required to

build the solution platform (a part of Storbacka’s solution business framework (2011), also

Storbacka et al. 2011) is not visible to the customer and might not produce results

immediately. In the solution selling process, the understanding of the broader customer’s

business needs and operating environment should be emphasized to find better links to these

processes (Evanschitzky, Wangenheim and Woisetschläger 2011). Overall, transforming

customer interface capabilities is considered to be one of the most critical challenges as part

of the transformation process towards a solution orientation (Johanssons, Krishnamurthy and

Schlissberg, 2003). The findings by Salonen (2011) indicate that the case companies Kone

and Wärtsilä both emphasized the need to establish a new way of interacting with the

customers. For instance, selling solutions to the decision makers is important as they can

assess the impact of the solution on the customer’s costs, risks and revenues. In addition, the

value proposition must address the needs of multiple parties, in this case, the direct customer

as well as the consumer or end-user, which was the case of both of the companies studied.

Interestingly, both the case companies also highlighted that customer centricity, although a

central feature of solutions, can also be misleading as the orientation does not entail doing

whatever the customer asks.

Developing new capabilities, especially for the sales force, enabling them to interact with

the customer based on the solution logic is essential (Salonen, 2011). These capabilities are

considered to be partly tangible, highlighting the importance of experience but also

behavioral qualities and attitudes (ibid). The process of developing this kind of sales

organization can be long and gradual, requiring extensive training and even selection of

people within the company who are most suitable to the role in terms of experience, the right

attitude and behavioral characteristics (Salonen, 2011).
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Creating a support platform
The idea of creating a support platform is based on the solution business model by Storbacka

(2011), where the solution platform is the basis for building other solution business

functionalities on top of it. In this section, the role of HR and leadership is addressed from

the solution business perspective to understand what requirements the new way of operating

might set for these actors when supporting the development of solution business in the

operative section of the organization.

As one of the pillars of the solution platform, human resource management has an essential

role when optimizing the service orientation of the organization. HR practices should equip

the employees with appropriate skills and expertise to perform service or solution-oriented

sales (Gebauer et al. 2005; Reinartz and Ulaga, 2008). Training and outcome-oriented

compensation strategies are considered as powerful elements when fostering service-

oriented culture (Reinartz and Ulaga, 2008; Kindström and Kowalkowski, 2014). As

examples of practices promoting service culture, Rebetino et al. (2017) describe intensive

use of internal marketing and communication tools, implementing training programs and

involving employees in strategy development workshops to facilitate a service-oriented

mindset. Their findings also promote the role of human resource practices, as HR should

empower product-oriented employees with the required customer-centric knowledge and

skills and align the goal-setting so that employees' individual goals align with functions’

goals. This can be done by setting the right incentive structure. (Rebetino et al. 2017).

Afterall, solution selling was considered as a combination of ‘hard’ technical perspective

including deep knowledge of the product-service portfolios but also customer-oriented ‘soft’

skills (such as consulting and value-based selling). The findings by Rebetino et al. (2017)

indicated that skill-development could be done either by designing training programs based

on the available and necessary skills for existing employees, hiring new service-oriented

personnel with desired commercial skills, or acquiring service companies.

The leadership of top management teams was considered to have a key role in boosting

organizational readiness (Rebetino et al. 2017). Kindström and Kowalkowski (2014) also

highlight that to drive change, establish and foster a service culture, the company needs

service leadership capability. This might be challenging, especially in established

engineering-driven firms where product-centric practices, norms and values are prevailing
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(Kindström & Kowalkowski, 2014). Addressing these issues requires strategic renewal and

considerations of the organizational inflexibilities (Kindström & Kowalkowski, 2014;

Kindström, Kowalkowski and Sandberg, 2013) if the company is invested to become more

service-oriented. Kindström and Kowalkowski (2014) argue that a true service company

would focus on enabling customer value creation even with the risk of cannibalizing the

product business if needed to craft a better overall customer value proposition. This would

require leadership skills combined with the ability to rework mental models, challenging the

organizations to consider services as business logic and their perspective on value creation

(Kindström and Kowalkowski, 2014).

2.3 Balancing the transformation process

As the transition towards a solution-oriented offering and business model demands changes

at the fundamental level of the organization as described in the previous section, planning

and execution of a transformation process can be arduous. Transformation projects are

challenging both in the business world as well as in academia. Finding relationships when

studying organizational change in different environments is difficult, as every organization

and change process have their own distinctive characteristics. (Elving, 2005). In addition,

there might be many reasons why organizations are beginning change activities, ranging

from restructuring to cultural changes and quality management. Regardless, they share a

similar underlying need: to change the way business is conducted on a fundamental level.

One example of how the transformation process is depicted in solution business literature is

the study by Storbacka et al. (2013) suggesting that companies operating with a so-called

installed-base logic can make a gradual transition towards solution logic. Installed based

firms are characterized as providing investment goods and related services that create an

installed base at the customer as well as project sales and long sales cycles in a global

context. Moreover, the activities of these companies can be described in two different

business characteristics: The Capex business (capital expenditure, customer investments in

new plants, heavy machinery, etc.) and Opex business (operational expenditure, e.g. Services

and maintenance of Capex investments done). (Storbacka et al. 2013). Together with their
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continua approach towards the transformation process, the gradual transition of a firm with

installed-base logic is inspected on four levels: customer embeddedness, offering

integratedness, operational adaptiveness and organizational networkedness. An overview of

the activities is presented in Figure 7.

Figure 7:  Solution business model transformation for installed-base firm (Storbacka et al. 2013)

As highlighted earlier, the continua are described to be interdependent implying that a

change in one of them will affect the others. Interaction between these elements is also called

for by the authors, as only a comprehensive view of the situation helps companies to realize

the value potential of the transformation towards solution business (Storbacka et al. 2013).

Installed-base firms are considered to have more opportunities to experiment with different

degrees on all continua and the levels of dependencies between the continua. Interestingly,

the authors also note that installed-base companies might sometimes drift towards the

solutions business, perhaps even unintentionally, as customer opportunities guide the

direction of the company. However, the gradual transition might also make it challenging to

address the interdependency issues early enough if the continua are not developed at the

same pace, which could eventually lead to an operationally complex position (Storbacka et

al. 2013).

Although the transformation process appears straight-forward in the previous description, it

is most likely going to be anything but that. Like any other change activity, the

transformation process towards a more solution-oriented offering or adaptation of a
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servitization strategy could also face resistance (Antioco et al. 2008), due to both internal

and external factors (Gebauer and Fleisch, 2007; Matthyssens and Vandenbempt, 2010).

Matthyssens’ and Vandenbempt’s (2008) findings in the Dutch electro-technical industry

suggest that companies can add non-price-based value to the customers by either looking for

ways to integrate their solution deeper into the customers’ technical processes or aim to

increase integration in the customers’ business processes. The findings in their study suggest

that the case companies are facing external hindrances in this process, with a constant theme

of the industry being unprepared for these new value-based strategies. The same issue was

also highlighted by Storbacka et al. (2013) as their findings suggest that some customers

simply are not interested in solutions. According to Matthyssens and Vandenbempt (2008),

the relationships with customers and partners are also challenging, even visible as high

degrees of mistrust. Matthyssens and Vandenbempt (2010) identified in their more recent

study a similar set of external inhibitors that the case companies selling to various industrial

settings were encountering. The unwillingness of customers to collaborate and share vital

information was visible also in Matthyssens and Vandenbempt (2008). Scalability and

upselling were also considered as challenges for some of the case companies (Matthyssens

and Vandenbempt, 2010).

Studies also identify internal hindrances or inhibitors that can affect the transformation

process towards solution orientation. In the Matthyssens and Vandenbempt (2008) study,

examples of coordination problems and challenges in internal collaboration were

emphasized as challenges with the case companies. In addition, there was resistance in

accepting the new marketing style. The findings by Matthyssens and Vandenbempt (2010)

suggest that the initial lack of deep customer insight, technical competencies and limited

network competencies can challenge the change towards solution-orientation. Internal

resistance in terms of engineering and sales and internal processes preventing service

delivery was also suggested as inhibitors. From the business model perspective, the case

companies considered the “fit” challenging and scaling demanding. Finally, the existing

attitudes were emphasized as one of the most interesting findings as inhibitors, as the

companies considered it to be difficult to generate equal attention to products and services.

Similarly, the findings by Matthyssens and Vandenbempt (2008) the same authors suggest

in their 2010 study that creating real commitment and dedication to services in traditional

product-centric organizations was seen as challenging. Therefore, the transformation
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towards solutions calls for adaptation in structure, systems and culture (Matthyssens &

Vandenbempt, 2010).

The previous sections have described the transformation towards a solution-oriented

direction and potential hurdles related to that, but the transformation process can also involve

finding a way for products and services to live side by side, not just one overruling the other.

The research of Salonen (2011) suggests that the companies embarking the transition

towards a solution-oriented direction does not have to abandon the core product

manufacturing operation or the support services related to these, but rather gradually change

the way of value creation is taking place through products. This means that the focus must

be shifted from the product features towards greater orientation around the customer

processes, to add value in other ways besides just pure technological innovation (ibid). As

the case companies in Salonen’s research (2011) highlighted, this is a slow and arduous

process but crucial to protecting long term competitiveness. A similar viewpoint is provided

by Windahl and Lakemond (2010), who studied integrated solutions in the capital goods

setting. Their findings also indicate that companies can combine elements from both goods-

and service logics, meaning that the real challenge is how to balance between these logics

and find ways for them to co-exists rather than disregarding one or the other completely.

Both studies suggest that the process is more complex than the previous research has argued

(Salonen, 2011; Windahl & Lakemond, 2010).

The literature and theory provide various approaches to the transformation process towards

solution business or service addition to the product portfolio. The solution business model

framework (Storbacka, 2011) can help to identify different elements required for a successful

solution business, but it does not necessarily help in the actual implementation process. It

can illustrate the final goal, but for practitioners, the long transformation and implementation

can have more value. It is argued that the literature is not yet addressing this issue on a

comprehensive level. Providing generalized recommendations can be difficult, as the

transformation process can be considered as a complex balancing act between the existing

core product capabilities and new customer-oriented processes (Salonen, 2011; Windahl &

Lakemond, 2010), and thus can be considered unique to all organizations. Therefore, it is

justified to study this issue with a case-study, focusing on just one organization in the

beginning of this transformation process and trying to create understanding from their
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perspective. Next, methodology section will explain how the empirical part of this study is

executed around these challenges, followed by the findings.
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3. Research design and methods

This section will describe the research process. Figure 8 illustrates the research process as

an overview of the phases. Although the phases are presented as separate entities, the

explorative nature allows iteration to take place during the process. This section will first

introduce the research approach, followed by the case and sample descriptions. Then, data

collection and analysis are elaborated and finally, the ethical considerations in this research

are laid out.

Figure 8: Summary of research phases

3.1 Research approach

This research aims to explore how the transformation process occurs in the case organization

and what are the main organizational challenges. Based on these objectives, the goal is to

consider what could be the key activities when transforming towards the solution direction.

Due to the explorative nature of the research problem and questions, this research will be

carried out as a qualitative study. According to Eriksson and Kovalainen (2008) qualitative

research tends to be exploratory and flexible in nature, therefore suitable to this context.

Within the qualitative tradition, this study will be conducted with the case study method.

The nature of the empirical part of this study is inductive and exploratory, supporting the



25

research objectives. In addition, case studies are preferred as the method of choice in

situations, where the subject is new and in existing theories could be limited (Eisenhardt

1989; Yin 2009). The case study method is suitable for studying the phenomena in their

context, in this case studying the transformation process in the case firm (Eriksson &

Kovalainen, 2008). Firm managers can find case studies useful especially in terms of

practical relevance (Gibbert, Ruigork and Wicki, 2008), as they can explain a complex

phenomenon in a way that makes it more accessible (Eriksson & Kovalainen, 2008).  Based

to these arguments, a qualitative case study approach is suitable and justified for the

intentions of this study.

This research will be conducted as an in-depth single case study. This means that the scope

is limited to one case company, which will be described in more detail further on. This choice

serves the purpose of this research as the exploratory objectives and questions aim to create

an understanding of the transformation process from the case company’s perspective. As

stated by Eriksson and Kovalainen (2008) intensive case studies focus on exploring from

within and developing understanding from the perspective of the people, in this case from

the viewpoint of the interviewees. The organizational transformation processes can be

unique, since the transformation agenda may vary as well as the capabilities each company

can acquire and develop during the process, therefore supporting the usage of a single case

study.

However, both qualitative research methods and case studies have been critically reviewed

in the literature. For instance, the qualitative tradition is often being criticized for lacking

rigor when compared to the quantitative research method (Gioia, Corley and Hamilton,

2012; Yin, 2003). Similar concerns have been raised over case studies, as they are not

suitable for generalizing results (Yin 2009:15). Despite this accusation, the aim of case

studies is not to produce statistically generalizable data, but instead to provide analytical

generalizations (Yin, 2009:15). Relying too heavily on empirical evidence can lead to overly

complex theories (Eisenhardt, 1989). This issue can be addressed by providing detailed

explanations of the research design, including justifications of how the theory is built,

interview process and finally, the findings should be presented in a rich format, for instance

in the form of tables and appendices. (Eisenhardt & Graebner, 2007). Although this thesis

will heavily build on the empirical evidence due to the explorative nature of the research
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problem, it is not aiming for theory-building but rather has a practical orientation, therefore

justifying the qualitative case study method.

3.2 Case description and sample

This section will introduce the case company and the sample for the empirical part of this

study. Both the company and the informants will remain anonymous throughout the study.

The company will be referred to as case company and the informants are given gender-

neutral aliases (see table 1 below) that will be used in the findings section of this thesis.

The case company is a small, under 100 employees high-tech company operating in the

quality inspection business with customers in the manufacturing business. The majority of

the employees are located in the case company’s headquarters, but there are also small

daughter companies operating across the world. The company’s technology has been

established already for quite some time but finding a suitable customer sector has taken time.

Now the company is mainly operating in one specific manufacturing sector, where there is

a need for this type of quality inspection technology. The company’s portfolio currently

includes products, services and training as well as consultancy, but is still considered to

operate as a product-oriented business.

The sample of this research includes 10 informants from various functions and levels of the

organization and with different length careers, both in general and in the case organization.

Some of the interviewees have been with the company for closer to 10 years, some 2-5 years

and other approximately one year at the time of the interviews. Altogether 11 interviews

were conducted, four of which were pilot interviews and seven second-round in-depth

interviews that were based on the findings of pilot interviews. One informant participated

both in the pilot and in depth-interviews. Interview type in Table 1 describes whether the

interviewee participated in the pilot interview phase or in-depth interviews.
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Table 1: Sample description

Name Alias Function Interview type

Interviewee A Andrea Software in-depth

Interviewee B Blair Project management in-depth

Interviewee C Charlie Management pilot and in-depth

Interviewee D Darcy Project management in-depth

Interviewee E Ellis Customer acquisition in-depth

Interviewee F Flynn Management in-depth

Interviewee G Gwyn Operations in-depth

Interviewee H Hudson Software pilot

Interviewee I Iggy Product management pilot

Interviewee J Jamie Product management pilot

3.3 Data collection and analysis

The explorative nature of this study leads to choosing data collection methods to suit the

methodological starting point. Data collection will take place in two phases: firstly, with

pilot interviews, aiming to clarify the situation in the case company and to guide the

researcher with the research questions and objectives. The second phase involves more

interviews, but in contrast to the pilot interviews, these will focus on the specific topics that

came up during the first round of interviews.

3.3.1 Semi-structured interviews
This thesis uses semi-structured interviews as the method for data collection. The advantage

with this interview type is that it provides somewhat systematic and comprehensive material

yet keeping the tone of the interview fairly conversational and informal (Eriksson &

Kovalainen, 2008), including both closed and open-ended questions, with the possibility of
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follow-up questions. This enables the researcher to reach to any emerging themes

(Eisenhardt, 1989) and due to this flexibility, it allows inspecting any potential leads that

arise during the interviews.

There were two sets of interviews conducted: the pilot interviews that guided the direction

of the research, followed by the in-depth interviews. In total, 11 semi-structured interviews

were conducted: 4 pilot interviews and 7 in-depth interviews. In practice, both sets of

interviews were conducted in the same way: one-hour time slot and interviewees got to

choose the language. All pilot interviews were conducted face to face whereas 4 out of 7 of

the in-depth interviews were conducted remotely using Microsoft Teams as the platform.

The choice of method for conducting the interviews was let to be decided by the interviewee.

All interviews were recorded and transcribed by the researcher.

The reason for utilizing pilot interviews was to clarify the direction of the research objectives

and to build a foundation for the following in-depth interviews. The four pilot interviews

conducted focused on creating an understanding of the current situation the company is in

and how they are operating at the moment.  Although the pilot interviews were conducted

with semi-structured interviews, the questions were mostly open-ended leaving space for

informants to choose the direction of their answers. The interview guide for the pilot

interviews can be found as an appendix (Appendix 2)

The second round of interviews will be carried out in the semi-structured manner as well,

however, a more comprehensive interview guide will be in place (Appendix 3). The

interview guide was based on the topics that came up during the pilot interviews, and

compared to the first interview round, these are more specific, and the guide also includes

some closed-ended questions. Still, it enabled the researcher to follow any interesting leads

with follow-up questions and kept the tone of the interview conversation-like.

3.3.2 Data analysis
Before the analysis, all the interviews were transcribed from audio recordings. The

transcription process was done on a word-by-word basis and on the original language the

interviews were conducted on. This process was done both for the pilot and in-depth

interviews. Once the transcriptions were finalized, the data analysis process was executed.
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The first step of this research was the pilot interviews. The analysis process for them was

lighter than the analysis for the in depth-interviews as the purpose for the first round of

interviews was to find a direction for the study rather than produce data for deeper analysis.

Therefore, the pilot interviews were analyzed to find larger themes and areas for

improvement that could provide interesting topics for the second round of data collection.

The overall research direction and later also the second interview guide was formatted based

on these findings and a discussion with a company representative.  The findings of the pilot

interviews will not be laid out in more detail, as the content is mostly outside of the scope of

this study. However, when applicable, examples from these pilot interviews can be presented

in the findings section. The following sections will give a more detailed explanation of the

analysis of the in-depth interviews.

The data analysis in this thesis is done by thematic analysis. Boyatzis (1998:4) describes the

thematic analysis as a way of seeing, making sense of seemingly unrelated material,

analyzing qualitative information, systematically observing a person, interaction, group, or

culture, and finally, as a way of converting qualitative information into quantitative data. In

this research, the thematic analysis in practice started with reading the transcribed interviews

and to write down any first thoughts regarding the data. After that the transcriptions were

read more carefully, starting the data analysis process.

All the in-depth interview transcriptions were coded inductively, meaning that the codes

were developed during the coding process. This inductive oriented strategy of case material

analysis is in favor of many business researchers (Eisenhardt, 1989). This analysis approach

indicates that the themes, categories, activities and patterns are discovered and extracted

from the empirical data instead of a pre-given theoretical framework or a set of pre-

formulated codes (Eriksson & Kovalainen, 2008). Therefore, also the research questions can

be either formulated or at least refined and refocused as the analysis of data is proceeding

(ibid).

After all the interviews were coded, it was time to bring these codes together and see what

larger themes emerge in the empirical data. This step also aided in refining the research

questions. After this iterative process of grouping codes into larger themes and refining the
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research question some themes were scoped out of this research, leaving the overarching

themes presented in Table 2 left to be presented in the findings section of this thesis.

Table 2: Overarching themes and examples of codes
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3.4 Ethical considerations

In the context of this research, several ethical considerations need attention. The interviewees

were informed about the objectives of the research in advance and they were given written

consent for participation to review in advance. The consent to participate explained briefly

the objectives of this study and that the participation is completely voluntary. Besides, a

Research Data Privacy notice was presented to the participants, explaining in detail the data

handling process of this research. The consent for the participation could be accepted either

during the interview with the audio record or by signing the form. As the research is

conducted in the form of qualitative interviews, it produces personal data that needs to be

protected carefully. All personal data in this research is handled according to the Aalto

University recommendations and guidelines. Interviewing persons is seen to produce

personal data, which needs to be safely stored and the life cycle of the data planned in

advance.  The data of the interviews were stored in two formats, audio and written

transcriptions.

As explained earlier, all the interviewees, the case company and any other companies’

identification attributes were removed to secure confidentiality. The interviewees were

referred to with gender-neutral pseudonyms and the case company goes without a name, just

referred to as case company. The case description was also written so that it does not disclose

the case company’s specific field of business, as it is not relevant for the research objectives.
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4. Findings

This section elaborates on the findings overviewed in the data visualization Table 2 in

research design and methods.  Each topic is described based on the interview findings and

exemplified with quotes from the interviews. This section is structured around the identified

broader themes derived from the codes. However, it should be kept in mind that the topics

on hand are indeed broad and overlap from time to time, therefore one issue can be addressed

on several occasions from different perspectives. This section presents findings within the

scope of this research. There were also other topics discussed during these interview

sessions, but they will not be included in this section due to not being relevant to the research

objectives.

4.1 Reasons for shifting towards a solution orientation

This section will present interview findings related to the reasons why the case company

considers they should move to a solution-oriented offering. This section is divided into

subsections according to the themes identified in the coding process. Overall, the company

is perceived to be on a journey towards a solution-oriented offering, but the interviewees

describe the transformation process quite carefully. This is how Flynn summarized the

situation:

“We have strongly started from the product, but the direction is towards a solution

orientation and strongly with the service side involved, but I would still say that we are a

product company and strongly built around one product still.” Flynn / management

The subsections or reasons for change are identified from the interviews to be seeking for

growth opportunities, improving customer orientation and openness and addressing internal

fragmentation.

4.1.1 Seeking growth
As the company was described to be in a situation where they are looking to grow in the

future, some of the interviewees consider that they might have to change radically to do this.
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Gwyn emphasizes that the company should also consider alternative paths besides relying

on just the product orientation, especially on the more saturated markets.

“I have always hoped that the service business would take a clearly larger role, still the

largest money is in the new projects and that is still appreciated strongly. -- I see that it

[services] would be the area with the most potential to grow --.”. Gwyn / operations

“We should be thinking about the next five years if we want to stay relevant, we have been

on the European market for quite some time and now it is difficult to sell new products to

this market since there is competition -- but clearly the old continent would want something

new already.” Gwyn / operations

A similar shift in the future orientation is also presented by Flynn, as he sees that the

technological aspect is managed well with patents and development, but for the company to

renew and grow, they need to focus on the customer problems as that will be the key to

success for the future and this should be involved in all company activity development, not

just solely on product development activities.

“But we are making a significant change, a fundamental change, but not all can see this.

Many might perceive that we just fix something small here and there and then we sell more.

But how can we sell more? Only if we change radically into something else.” Flynn /

management

“... should we speed up the project time tables or what services we offer to the customer,

they are all linked to the customers’ problem and not just that we would need to get money

from somewhere, maybe we could get it from this. If it does not solve their problem, you will

not get money. If it does solve it, the customer happily pays.” Flynn / management

These exemplify how deep and comprehensive the change should go, if the organization

would want to change the way they are operating. Gwyn is describing the situation from the

operational perspective, whereas Flynn dives into the core of the organization, but both can

see that there is a need to transform in order to grow and stay relevant to the customer.
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4.1.2 Improving customer orientation and openness
The customer orientation was named one of the key issues the company needs to work on in

the future. Interviewees described various types of customers they are operating with, but

also multiple interviewees considered that they need to improve in understanding the

customers better.

“We have different types of customers, different levels of skills and they need different things,

and this has not been taken into consideration enough and we should better understand our

customers’ world. -- Maybe in our everyday work here we do not have a deep enough

understanding of the environment our customers live in and what kind of things they use

there. “ Gwyn / operations

Some interviewees describe that there is a strong willingness to help the customers

embedded in the organization, but the ways of doing this might not be optimal. For instance,

Flynn describes that they should learn how to ask the customers what they want and map out

their future needs. Darcy has a similar perception of the situation, as the company is showing

interest in this direction but is missing the actual ways of implementing this in practice.

Although this issue is being addressed by starting to build account teams within the

organization, Flynn still wonders if the company is stuck in the product-centric perspective,

which might affect this change.

Ellis sees that the understanding of the customer orientation might be conflicting in the

company, as there is a delicate balance of listening to the customers’ problems and obeying

every request that comes from the customer.

“It is like the customer-orientation is going too far so that we think that customer-centricity

means that we always do what the customer wants. And this happens often in this kind of

situation meaning that we customize everything and take on all kinds of difficult product

development projects and features just because the customer has sent us an email that they

want this.“ Ellis / customer acquisition

This becomes an issue in the situation where the company is dependent on every single sale

and desperate to get all the projects it possibly can. It can be especially demanding if there
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is a strong will to help the customer but no clear process of doing this, as described by Flynn

and Darcy.

4.1.3 Internal fragmentation
The internal fragmentation was highlighted in cases when the communication between teams

is not smooth and the issues with transferring the project from one team to another could

also be visible externally to the customer. This issue is recognized, and it was mentioned by

many of the interviewees in different forms. Here is an example by Flynn.

“When we have not built the account team, the team around the customer and when in this

case there is no communication, it shows to the customer. We are unaware of things, for

instance, if the customer has said something to the sales representative and the salesperson

has forgotten to communicate it or has not communicated it to others, so then the project

manager or the service staff might ask the same thing. -- then the customer might think, hold

on, why don't these guys communicate at all?”  Flynn / management

The company is simultaneously described to be open to partnerships and external

collaborations, but still, the mindsets and culture are in certain areas described as introverted

and cautious. The interviewees describe that there is an interest in working with an external

partner but at the same time there is a lack of interest to change and modify the current ways

of working. Darcy for instance ponders on the conflict between how the company is working

towards increasing the customer orientation in their processes but at the same time, there is

a resistance to alter the existing process and ways of working. Darcy explains that customer

feedback and requests can make the projects more difficult and cumbersome with more

customization and wonders on how to find the balance between standardization and

customization. This is particularly challenging in this situation where the company is not

able to decline any customer projects due to its financial impact.

The reasons for this are speculated to be many. For instance, the fear of losing the

technological advantage by sharing knowledge with others was identified by both Ellis and

Andrea. Not all the reasons behind this cautious external collaboration had a negative tone

to them. Some interviewees speculated that it is an exciting challenge to try to solve certain
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technical problems internally rather than looking for an outside solution to this. Here is how

Ellis describes it:

“It might be quite common with technological developers that it is nice to develop, it is not

at all malicious but instead cool challenges. Maybe we could do this and that and we would

like to do this since it is an interesting project.” Ellis / customer acquisition

Internal fragmentation is closely linked with the previous reason, improving customer

orientation and openness. The company wants to work towards this direction and find ways

to improve the current situation, thus also internal fragmentation could be considered one of

the reasons to shift towards solution orientation.

4.2 Challenges for transformation

This section lays out challenges or issues that were identified by the interviewees. They are

divided into four larger themes: internal collaboration and communication between teams,

silos and unclear processes, vision and shared goals unclear and a needed shift in mindset.

4.2.1 Internal collaboration and communication between teams
Although all the interviewees talked highly of the company culture, they still found clear

areas for improvement in it. Some interviewees considered that the company is not as open

to new innovative ideas and that the structures that are being built are too old-fashioned or

follow traditional organization structures. Bringing people from outside into management

roles in the organization had also caused some friction according to one respondent, although

the aim with this action was to support the growth of young talent within the organization.

The internal collaboration was depicted to be somewhat challenging. Certain problem areas

came up in multiple interviews: lack of transparency and communication between teams,

moving projects from one function to another, information sharing and communication

habits and channels amongst others. Some issues were mentioned only by some of the

interviewees such as the office environment causing physical separation between teams.

These issues will be elaborated on with examples and quotations in the following sections
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Lack of transparency was perceived to lead to situations where information was not moving

within the organization, therefore hindering efficient decision making. This is how Gwyn

describes the situation and how it has changed:

“Feels like there is some kind of transition phase, since some time before my time here when

everybody was working with pretty much everything and the company was really small and

there was more of this startup spirit and kind of easier to collaborate with everyone. And

then we got some sort of structure, more functions -- and that way also more of this like this

is now our job and your job is this --” Gwyn / operations

Transparency was also connected to a lack of visibility to the day to day work. Andrea

describes the situation to be simultaneously separated on the organizational level but

effortless and open on an individual and personal level, as the functions are not aware of

what is happening elsewhere in the organization.

“ -- Software was working on their own stuff gradually and then from time to time there were

some releases coming out to the production. And then they were like okay now there seems

to be some version out, what does this do, and something like that. But then again, there is

this sort of-- you can always ask and always discuss, and the communication is easy and

effortless within the organization but maybe the visibility to daily activities is slightly

worse.” Andrea / software

These internal communication and collaboration issues became especially noted when the

discussion turned into moving customer projects from one team or function to another. In

some occasions, these transitions have been apparent to the customers, although this might

not be the desired state. Teams might be unaware of what the other team has discussed and

agreed with the customer leading to unfortunate surprises or situations where customers can

become unhappy. These transition phases could also cause situations where information

could get lost when moving projects across function borders, as highlighted in the following

example by Blair.

“When information [concerning the project] is moving from one team to another, there is

the risk that something is forgotten or gets lost.” Blair / project management
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Besides the hand-over issues, interviewees also describe the internal communication

concerning customer projects as lacking systematic documentation and reporting, as the

following examples by Gwyn and Blair show. In some cases, these customer cases might not

be carried all the way through, thus little can be learned from them. Although multiple

customer initiatives have been taken, learning from them was perceived as difficult as there

is no record of what has happened and what was the result.

“ -- the projects have not been controlled in a systematic way. Then when we have started

all kinds of things with multiple customers, but then they have not been concluded or clearly

documented or reported so that others would also know that this kind of stuff has been

worked on.” Gwyn / operations

“At the moment when we get improvement ideas from customers, they can be small ideas, I

might forward them to for instance software but the information kind of gets lost. I just hope

they take this information into account over there in software, but maybe one thing I would

hope from them is a little feedback --”. Blair / project management

In addition to these cross-function related communication issues, the communication with

daughter companies in other countries face challenges from time to time. Here are quotes

from Charlie and Gwyn:

“Yes, I have noticed that a small but global company, and when you sit in the largest unit

and those who are in the smaller units far away, if you don’t take care of them it can quickly

take the wrong direction after that. “ Charlie / management

“Another example is these daughter companies, where there are all kinds of things going on

and it is a challenging situation when they have slightly different cultures and legislation

and everything. But still, we should be one united company and not be like people in this

country get these benefits and others don’t.  We should think more of the entire picture and

create -- more we-spirit. “ Gwyn / operations

These examples show that this issue has been recognized according and the situation has

improved from what it has been in the past, but still, it is considered that there is a lot to be
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done in terms of internal communication between the headquarters and the daughter

companies. The interviewees did not elaborate on what kind of challenges were in question.

4.2.2 Siloed structure and unclear processes
Organizational structures and processes were identified as challenges the company has to

tackle to become more unified in the future. Many interviewees considered that the company

still has a clear function-structure, leading to a situation where different functions were

operating within their own silos. These structural issues were highlighted especially by the

more recently joined employees in their interviews.

The reasons behind why the company has ended in this siloed structure were speculated by

many. The history of the company was seen to be one of the reasons behind this. Charlie

from management contemplates if there was a lack of guidance and strategic direction for

the company and teams in the past, leading to a situation where everyone had to invent their

purpose, goals and tasks and eventually leading to a situation where teams were operating in

their own silos.

“These shared goals help us to understand that the neighboring tribe is needed and that they

are not our enemy, but they are our colleagues, friends and together in a unified front we

are going in the same direction. So if there is no direction, then everyone will invent their

own and then they will collide.” Charlie / management

In the past, there have been clear coordination issues between functions, leading to a situation

where even the processes were preferred to stay within the borders of a single function.

Therefore, challenges could arise when communication crossed function boarders.

According to Flynn, this type of issue has been companywide, not just limited to one single

function. Although a lot has been done recently to address this challenge, there are still

hiccups when processes cross from one function to the other. Here is how Ellis and Flynn

describe the situation:

“There have been common challenges for traditionally siloed organizations, everything

works within the team but then it is a bit unclear always how the responsibility is transferred

to the next one. And that is exactly the problem that the organization has been built so that
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the processes follow internal team structure rather than customer lifecycle steps. Then it can

easily happen that one does something and then it is given to the next one and sometimes the

ball can be dropped in between” Ellis / customer acquisition

“There has been a lot of this that everything has been organized according to functions and

complete the entire process within this function. -- Now little by little I think this is going in

the right direction, but we are not anywhere close to the goal, but maybe there is constant

development and we are moving forward.” Flynn / management

In addition to this structural challenge, the interviewees also brought up the lack of processes

in many aspects of the operations. The processes have been strictly following the function

structure, ideally with a clear hand-over point. However, this hand-over point was not

considered to match the steps in customer journey. As mentioned earlier, sometimes the case

was that the processes remained within the borders of one function, thus leaving other

functions unaware of how the operations look like in another function. Blair from Project

management discusses a similar issue by describing the hand-over of customer projects and

how it is visible to the customer.

“I think we should take such a stance within the company that when the project is transferred

from sales to project management and further to service the transfer should not in any way

be visible to the customer. Of course, the face changes who you communicate with, but the

quality should be equally good -- there should not be any gaps.” Blair / project management

Although teams would be working closely together on the same customer project, it can

remain unclear who is responsible for what in the other team. This lack of transparency

combined with the undefined communication channels and protocols seems to impact the

situation within the company. Communication channels such as internal emails were

considered by some of the interviewees to be old-fashioned and not giving any opportunities

for discussion concerning internal matters. Besides the channels, a lot of the issues were

connected to the lack of guidelines and practiced in communication.

“There should be clear sort of protocols -- so that the information that is needed should be

somewhere instantly so actions can be made according to that and at the moment it is not

completely functioning at least from my point of view, although it has been improved all the
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time. -- but still, it is not at the level it could be, and I think that if we could fix this or make

it better, we could take a step strategically.” Darcy / project management

Although a lot of the communication especially during the COVID-19 when the interviews

were made took place online, the headquarters layout was also considered to be challenging

for communication purposes and creating a common we-spirit. The layout creates physical

distance between teams, as the teams are in different parts of the building, in addition to the

smaller daughter companies located abroad. Thus, team member could be scattered across

various locations. Although a lot of these issues were described to have improved recently,

the interviewees still consider that there have been enhancements in these, but still there is a

lot to be done.

4.2.3 Vision and shared goals unclear
In terms of a common vision and shared goals, the interviewees had presented various

perspectives and opinions.  Some of the interviewees considered that the employees within

the organization were missing a common direction, whereas others were more hesitant about

this. It is speculated that the vision might be sometimes forgotten or overshadowed by daily

work.

The interviewees had a good grasp and understanding of the situation and roadmap within

their own teams but could only speculate what the situation looks like in other teams. The

following examples are from Blair and Darcy in project management and Andrea in

software:

“I feel that everyone understands that the company wants to grow, this is a shared

understanding and it is clear. Then everyone concentrates on the current individual task but

then again, what is the company’s goal then in the longer run. I am not sure if it is clear to

all.”  Blair / project management

“I think that everyone has at least on some level the same goal, to reach the same destination,

to be a growth company, there would be sales and to get business so that there is work to do

and we can recruit more people.” Darcy / project management
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“According to the discussions here in software, I feel that everyone understands where we

are going. But I don’t know if it is something that has a lot of visibility in the same way

around the organization. Maybe that is the challenge.” Andrea / software

The prevalent direction in the future mentioned by many of the interviewees is the aim to be

a growth company in the future and the interviewees consider that this is something that is

shared by all teams. This has already been a target for several years as mentioned by several

interviewees, although the company has not yet been able to fulfill this expectation.

However, the descriptions of future direction for the company and how this would be reached

have more variation. When discussing the future, some depict the growth of the company,

whereas others describe the larger vision. Some even describe more fundamental mindset

changes and renewal, not necessarily handling day to day business issues.

Many reasons were thought to affect why there are different understandings of the vision

and goals that were brought up in the interviews. Although the employees have been a part

of the strategy creation process some time ago and there has been work done internally and

with the help of consultants after that, it remains unclear what is happening at the moment.

Blair from project management speculates that this can be affected by the COVID-19

pandemic, but still this should not be forgotten. Another reason proposed by Darcy was that

even though the employees share the larger vision, they would have different starting points

to work towards it.

“I am sure everyone has their own basis for why they do what they do and with what intensity

level they work or how intensively they are prepared to be flexible for instance in terms of

working hours. Sure, there is variation, it can never be equal, but I believe people are in the

end working towards the same goal.” Darcy / project management

A more underlying explanation to the varying views of the future is given by Ellis, who sees

that the differences in how people perceive the vision and goals are based on their role within

the company and personal understanding of future orientation:

“... but it is not easy, as technology people perceive it differently than service people and

since some have a shorter perspective than others, as they are focusing on the sales next

quarter and others want to save the world in 2030.” Ellis / customer acquisition
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These create a challenge for the company in the transformation process as members of the

organization can have such a wide variety of perceptions and attitudes in addition to the

engagement levels towards their work. The following section continues a closely related

topic of mindsets and logic that is guiding the actions of individuals and teams within the

organization.

4.2.4 Mindset shift beyond product logic
The findings suggest that there are different areas within the organization that could benefit

from finding new perspectives and even fundamentally changing the mindset prevalent. The

interviews gave examples of mindset shifts called for to reduce product-centric logic and

increase customer orientation.

In terms of fundamental attitudes and mindsets, some concerns were raised related to the

appreciation of certain functions within the company, especially related to the service

activities.

“Sometimes you can notice that some people feel that their role is not valued which is a

concerning feature in the culture and I think it should be addressed. I don’t know how maybe

people should be rotated in different roles so that they could see and understand that how

different roles work and how they all are important and that no projects will be completed

by a single person but it is always teamwork. ” Blair / project Management

Blair wonders what might be causing this feeling being undervalued, if it was related to the

frequent changes in the team or lack of resources allocated. In addition, as most of the income

for the company is coming from the product-related projects, the appreciation is also

considered to be connected to this.

“ -- Well I have hopes to see service business and services taking a clearly larger role, but

still most of the money comes from new projects but so is the appreciation strongly also…

If we get a new project it is a really big deal, but I also see a lot of potentials also in it

[services].”  Gwyn / operations
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Some of the interviewees describe the current way of thinking about the business where it is

heavily focused on the product and its features instead of the value it could create for the

customer, which has also been visible in the communication with external stakeholders and

even in the sales process.

“As a typical product engineering approach, we start with a great product and this must be

needed somewhere and then we get it somewhere and maybe it would fit also some other

place in the same way. So, we emphasize the product’s excellence instead of trying to solve

the customers’ problems. And if it would solve problems then what problems would it solve

and can we use this to sell and do we understand it and could we make it better so that it

would solve even more problems or better the one problem?” Flynn / management

The common mindset or logic in the organization might not always have been forward-

oriented and open for change, as exemplified in Gwyn’s comment below. Besides, this issue

was already noted in the pilot interview with Iggy, and it was referred to as “Nokia-

syndrome”, where the focus is on developing the technical features of the products.

“ I feel that somehow at least at some point the company kind of got stuck to the idea that

we have this groundbreaking technology and we are the first ones, so then we do not have

to put effort into going forward but it is enough that we sell this and yeah maybe that is

enough until some point but we should all the time think about the upcoming five years if we

want to stay relevant.” Gwyn / operations

“We have had a little of that “Nokia-syndrome” here when the product itself is good but we

have not focused on the sales activities enough or in the right way, or to the marketing

activities, but rather we have focused on refining the technology and then looked out of the

window like hey why is no one out there waiting for us? Why don’t they buy it? Then we

refine the technology, even more, now it is 100 times better and still, no one will buy it.

Refine some more, and then wait for something to happen. Why doesn’t it happen? Why

don’t we sell it? No wonder.” Iggy / product management

Embedding the customer orientation to the processes was mentioned by one interviewee as

challenging since the change was facing resistance from within the organization.
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“But all the time it comes up that we hold tight to the way we are running projects, and this

is how we do it and this is our standard. So, the change resistance, which comes easily when

we should be doing something from a customer perspective is always a conflicting thing

here. “ Darcy / project management

The interviewees speculated if it is always clear to everyone what kind of value the solution

aims to offer to the customer. People within the organization seem to have varying

understandings of what the company is offering to the customer. Ellis described that the

company has been communicating with customers with what Ellis calls as technical logic,

which focuses on the products and promoting its features rather than on the problem-solving

aspect for the customer. Charlie describes the same phenomenon and explains how the value

proposition has been built around these features, similarly to Flynn’s description, rather than

what problems the solution is solving for the customer. This is also reflected in how the

employees perceive the offering, which is indicated to have different forms within the

company. This is how Andrea and Ellis depict the situation:

“ I feel that the product still lives strongly in people’s minds, we are still heavily living in

the product world for now. I believe that many people on this firm also see, that it is just one

tool in the value chain, so maybe it is a little conflicting, two-fold within the company in

terms of who sees the product as beatific and who sees it as part of a whole -- that is the

final value proposition to the customer.” Andrea / software

“The challenge relates to bringing this customer orientation and openness to the system,

and to find ways to renew and do things differently, to bring in that kind of innovativeness

that would go through the entire organization and processes. So we would not be stuck with

old great technology, especially when the company’s ownership structure is such that the

original founders are still involved and they have their own way of doing things, there is

always a small risk of getting stuck in that great past.” Ellis / customer acquisition

According to Charlie, the company has been able to solve some of the underlying issues that

affect how the organization responds to external collaborations. They have been able to

address the mindset of developing technology all by themselves. However, there are still

challenges in shifting the attention from focusing solely on product excellence to solving the

customer problem. This mindset alteration is seen as a potential way of eventually opening
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a new world of opportunities in terms of partnerships and new competences, as it removes

any hinders of whose technology would be involved in the customer solution.

4.3 Potential for successful transformation

Although there were many challenges for the transformation identified, there is also potential

in the organization. This chapter mainly touches the organizational culture as potential for

successful transformation, but most likely there are also many other elements in the

organization that can aid in this process, but they did not appear in the interviews.

The company culture within the case company was generally described as open, sharing and

helpful. Many of the interviewees felt that it was easy to talk and ask questions from

colleagues, as it feels that it is easy to sympathize with others. The atmosphere was described

to be helpful and supportive. Several interviewees described that there is an active attitude

towards working together. Gwyn highlights, that this situation can be affected by the earlier

years of the company:

“Maybe something really essential is that people are really eager to help. Maybe we are

aware of that we all have been in the same situation and not really know who to ask and also

as the organization structure has previously been undefined and everybody has done a bit

of everything and we have been used to ask for help and people have been ready to help and

this is important, not just to focus on the own thing.” Gwyn / operations

In addition to these softer values, the core of the culture was described to be built around a

strong technical knowledge and excitement and pride concerning the technology the

company is developing. Nevertheless, Charlie argues that a good employee is valued based

on how friendly and nice and helpful they are perceived to be, instead of connecting this to

success or creating results.

The relatively small size of the company was considered to be an advantage by many

interviewees, as you can easily reach out to your colleagues and it enables working in a

leaner way without excessive bureaucracy. Many interviewees also felt that the roots of the
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company have affected that the company culture has evolved to this specific direction, as

previously the company size was significantly smaller and thus employees were involved in

various tasks without having to be restricted by organization structure. Although the

company has been able to grow the number of employees during recent years, it has still

managed to preserve and “clone the DNA in recruitments” as formulated by Charlie.

In addition to these aspects in the company culture, flexibility was also mentioned several

times as a feature in the company culture, both positively and negatively. For instance, Darcy

explains that it is great that the company is flexible in terms of working hours and remote

work. Gwyn agrees with these, but still expresses concerns of not being able to take care of

all the work during working hours and that some colleagues have not yet learned to set

boundaries by themselves. Therefore, working on self-management skills is considered to

be an essential development area for the future. This could help to balance with enough

flexibility and too much flexibility in work, both on an individual and organizational level.

4.4 Activities for managing transformation

This final section in the findings is going to address transformation-related activities that

were described by the interviewees. The activities are categorized into bridge-building and

grass-roots level activities, as these were the two main themes identified in the interviews

when transformation activities were described.

4.4.1 Bridge-building with forums and influencers
The communication challenges have to some extent been identified and actions are taken to

work on these, for instance by creating new forums to support collaboration between

functions. Still, the old ways of working seem to linger and continue to affect the cross-

functional communication.

“But still, there is a little of this well this is on the other team, maybe we do not have to be

involved, thus perceiving that this involves someone else instead of us being like, this is unity

so they are relevant although you can find these own [team] specific parts. But the dialog,

so that we do not just discuss things within the functions and then expect that there is a
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crystal-clear line between these. We need regular and systematic forums for

communication.” Flynn / management

Besides creating these forums for improving collaboration between teams, interviewees also

highlighted the importance of individual people creating bridges between different functions.

Two examples came up during the interviews: multifunctional roles and the importance of

product management. Multifunctional roles were described as positions, where the tasks of

the individual reach beyond the borders of one function. There is a potential identified to

these kinds of roles, as Gwyn explains how there are roles within the company that already

are working with similar tasks, but since they are located in different functions, they might

not be encouraged to collaborate actively.

“Since their job is sort of similar and from time to time you borrow resources from one

another but still there is some kind of line drawn between them since when the project crosses

a certain point it moves to another function and then it is out of their lot. -- So why don’t

they all work together with one client but do different tasks, there is definitely room for

improvement.” Gwyn / operations

Gwyn considers that multifunctional roles could increase communication and contact with

other functions daily since the work would not be restricted to encompass tasks from only

one function. Although the forums were considered a great start for this, they still might not

be enough on their own.

“The more you are in contact with other functions through your work and not just in certain

meetings that should improve it [collaboration] and would increase the understanding

toward the other since everybody is looking at the issues from their own perspective.” Gwyn

/ operations

The second type of bridge-building focusing on individual efforts highlights the role of

product management as a communicator between functions. This was emphasized by several

interviewees. Product management was described as a translator between customers and less

customer-oriented functions, but also as an additional bridge-builder between functions that

were operating together.



49

“Product management has a central role, so it is important to give them more visibility to

our operations, and since they are also the vocalizer of the customers, or they should be the

customers' voice to our direction, so that helps us to create a sort of conversation with the

customer representative. And also, product management should be in contact with project

teams. And bound together with the whole package with this one central actor.”  Andrea /

software

It came evident, that product management plays a significant role in cross-functional

activities and as a translator between customers and teams within the organization. However,

it remained unclear if product management was just operating as a separate entity between

the siloed teams or whether they were enabling teams to open up and start to collaborate

more with each other also without the help of product management.

4.4.2 Grass-roots level transformation
Interestingly, the company is considered to be in a sort of transformation phase, moving from

a product-centric organization towards a more solution-oriented company. Still, there are

different understandings of how aware people are of this change. Some interviewees

highlight that there is a transformation going on, whereas others do not explicitly state this.

For instance, Flynn describes that in this situation the people might be unaware of the

ongoing change, as there is no official change process going on that would have been widely

communicated throughout the organization.

“But we are making a huge change, like a significant change in the organization but

everybody might not think so, many might see that okay we tweak a little here and there and

sell more. But how could we sell more? Only by changing radically to something else.”

Flynn / management

The gradual change taking place was described to be driven from within the organization by

individuals in different teams. The interviewees in managerial roles considered that there

have been seeds planted in the organization that could then grow to be individuals fostering

change. These individuals were referred to as influencers, seeds for change or visionaries,

and the ways they are impacting the organization was different. Some individuals were

described to be more vocal and visible, whereas others might be working more silently but
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still having a significant impact on their actions. It was also acknowledged that all of these

grass-roots level influencers might not even be recognized to date. Interviewees in

managerial positions considered that these individuals are important to the change and

attention should be dedicated to helping them grow and evolve. This is how Flynn describes

these individuals:

“There are different types. Some are in positions, where you are naturally in contact with

different functions and sort of getting visibility in the borderline to sales and know and can

adopt it and can promote it in the conversations invisibly. Then you have those who are

experts, more quiet guys but they constantly communicate and show direction with their own

actions invisibly under the surface. It is more difficult to identify them as influencers.

Basically, there are these two types: the quiet ones and then the active ones.” Flynn /

management

Some actions of these individuals can already be seen. A project has been started from an

initiative by employees that is aiming to help build customer orientation and increase sales.

From the management perspective this kind of activity is considered to be important, as the

spark is coming from within the employees themselves rather than just the management

telling them what to do:

“Because if they are told to do this because I say so it is like trying to push a rock uphill.

The moment you stop pushing it starts to slide backward. We should try to level the hill and

make it downhill but when people understand the fundamentals and work accordingly.”

Charlie / management

4.5 Summary of key findings

This is the final section of the findings chapter summarizing the key findings in the empirical

data. The overarching themes in the findings are on the larger scale related to unclarity and

collisions taking place internally in the case company. There are many speculated reasons

for this that came up in the interviews but also more subtle reasonings, which might have

not been apparent to the interviewees.
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A common nominator for many of the issues the interviewees describe is considered to be

communication, either lack thereof or poor management. It was apparent that a lot of effort

has been already put into addressing these issues, these bridge-building activities as the

theme is called, include for instance new forums for collaboration and changing roles. Even

so many of the interviewees described that the problems still exist.

One of the most interesting findings was the contradictory descriptions of culture and

communication that the interviewees raised. As exemplified in the findings section,

interviewees described the culture as open and the atmosphere as helpful and supporting,

with an active attitude towards working together. Then again, when asked to describe what

internal collaboration looks like in the company, issues emerge. From the way the

collaboration issues were described it could be argued that the issue is more related to the

way people act on the organizational level rather than how they act as individuals

together. Besides the culture and collaboration clash, it is interesting how the interviewees

had a different understanding of how the culture was or was not considered open to change.

This was highlighted for instance when talking about openness towards collaborations or

new ways of working. The interviewees also describe that some parts of the organization are

keener on continuing with the product-centric logic, whereas others might be opening up and

looking for future solutions. This setting is especially intriguing as the company is moving

towards a more rapid transformation phase.

A second interesting point to emphasize is the descriptions of different mindsets prevalent

within the organization. This became apparent in different contexts and connections and

seems that people within the organization have different understandings of the underlying

logic. This was also connected to the valuing of services function within the company,

causing the people within the function to feel less valuable.

Although the interviews pointed out many interesting topics for further discussion, the focus

of the discussion will be on these two key findings presented in this section, as they were the

most contradictory in the findings and fundamental in nature. As such, these will be

discussed further in the next chapter in combination with the literature.
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5. Discussion

The discussion chapter will dive deeper into analyzing the findings of the study in light of

the research question. The key findings were presented in the previous chapter, highlighting

the focus areas for this chapter. First section continues the discussion about the

organizational culture and siloes identified in organization. This is followed by a discussion

on the more fundamental area, the contradiction with product and service logic and balancing

between these two.

5.1 Individual closeness in a siloed organization

Culture, the heart and soul of the organization, had a positive connotation in the descriptions

of the interviewees. Aspects such as approachability, flexibility and openness were used to

describe the culture. Some also highlighted how helpful the people across the organization

are, as they are more than happy to answer questions and help when needed. After all the

positive descriptions of the culture and working environment, it came as a surprise that the

collaboration between teams was not considered as easy and effortless. This raises the

question of why is this the case? What makes communication and collaboration painless on

an individual level, but challenging on a team or organizational level? And especially in the

context of this thesis, how can this affect the eventual transformation towards a solution-

oriented direction? The interviewees pointed out examples of how this lack of collaboration

was visible in the organization, the most mentioned example was the moving of a project

from one team to another. Descriptions of this process highlighted that the hand-over phases

were not easy.  Previously the desired way to operate had been to take one process from start

to finish within one function. This could potentially lead to situations where there was no

need to actively communicate with other functions. But why did the company end up with

functions that have issues collaborating, especially when considering the small size of the

company and the people who consider that on an individual level they are working well

together?

Symptoms and causes were discussed by the interviewees in a somewhat overlapping

manner. Lack of transparency and systematic documentation, inadequate communication
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and inefficient communication channels, siloed structure and undefined processes were some

of the most common reasons presented. Some also consider that there is not enough visibility

to the processes in the other functions, leading to situations where it is difficult to understand

what is happening or who is responsible for what, especially in potential hand-over

situations. With these examples in mind, it might be difficult to even identify the cause-effect

relationship and distinguish which issue is purely related to collaboration and which more

embedded in the culture. The same applies to the internal fragmentation, which is presented

in the findings section as a reason for transformation, but it can also be a symptom of

something else happening in the organization. However, it might not even be relevant to try

to find this kind of clear distinction.

Although the tightness and friendliness of the culture were highlighted, still some

interviewees considered that the company was lacking at times a sort of “we-spirit”, leading

to situations where the benefit of the function was considered more valuable than the benefit

for the entire company. Feelings of inequality were also mentioned by two interviewees, as

they considered that the service part of the organization did not feel as valued as others. With

a broader scope of interviewees, it can be speculated if there would have been other examples

of a lack of common orientation. In addition, it would be interesting to dig deeper into this

issue and try to understand why these feelings of inequality and disorientation arise in a

company culture that is described positively and especially in the context of a company that

has just recently grown from a small, almost start-up like atmosphere to a company that is

now described as siloed.

Discussing culture and collaboration together with solution business transformation might

seem distant, but the transformation process towards this orientation might be more

fundamental in nature than it seems at first. When referring to the solution business literature,

culture is considered embedded into the values and behaviors in the organization, and if there

needs to be driven to a service-oriented direction to implement servitization successfully

(Gebauer and Fleisch, 2007; Baines et al. 2009a; Kindström & Kowalkowski, 2014), the

culture also needs to change. As highlighted by Salonen (2011), this kind of cultural shift in

combination with the capability development can be a substantial effort, and it can be

questioned, what kind of cultural awareness the company needs to have in order to pinpoint

the areas for change in the first place. The new direction with new values and culture might

seem scary or unclear, as the focus is shifting from something tangible towards something
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that might not be as physical as it has been before. Lingering in the old values, which was

exemplified also in the interview findings, can be hindering to change process and direction

forward (Kindström & Kowalkowski, 2014; Kowalskowski, 2008). With this significance in

mind, it can be argued that cultural change needs to be taken seriously when aiming to

transform towards a solution-oriented business.

Culture is also tightly connected with the ways of working, especially in this case

collaboration, which was perceived as somewhat challenging in the case company. When

aiming to move towards a solution orientation, the importance of cross-functionality or intra-

organizational integration and coordination were emphasized by many scholars (see for

instance  (Kindström et al. 2012; Martinez et al., 2010; Rabetino et al. 2017) as an important

way to bring the different functions within the organization closer together (Storbacka, 2011;

Storbacka et al, 2013). But what to do if the culture is contradictory like in this case? Some

people see that collaboration is working, whereas others disagree. Rebetino et al. (2017)

suggest as concrete examples of different team structures and creating sources of first-hand

customer information to the field service personnel. The latter was also acknowledged by

series of other scholars (Kindström & Kowalkowski, 2014; Kowalkowski, 2008; Ulaga and

Reinartz, 2011) and is linked closely to Storbacka’s suggestions about incorporating

customer contact into various functions and managerial layers (Storbacka 2011 and

Storbacka et al. 2011). Similar activities have already been implemented by the case

organization, as they have created different forums for various teams and created cross-

functional roles. Still, it remains unclear what is the role of service personnel as a source of

customer information, as only one interviewee touched this topic.

The next section will dig deeper into the core of the culture and discuss how the product and

service logics were visible in the interview findings and how they are connected to the

transformation process towards a solution-oriented business model.

5.2 Balancing between product and service logic

Since the transformation towards a solution-oriented business model sets pressure for the

culture to change to support the new organizational direction, a fundamental reorientation
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has to be done to achieve this. Salonen (2011) emphasizes that changing attitudes and

conventional ways of thinking, logic, affects eventually the culture and mindsets of the

organization. According to Vargo and Lusch (2008), this shift towards a process-driven

service-logic is leading the way for the overall transitions toward service and solution-

oriented business model. Therefore, it could be argued that identifying and understanding

the underlying logical perceptions prevalent in the organization could benefit the company

in the transformation process.

In terms of the case company, the findings suggest that some interviewees consider that they

have already identified that parts of the organization are still heavily focused on product

logic and some potentially show interest in some other direction, this was exemplified for

instance by Andrea. Product logic was also referred to by one of the interviewees as technical

logic, but for the sake of clarity, this section will address the issue with product logic term.

The focus on product logic was considered problematic by some of the interviewees, as they

thought this was hindering the customer orientation the company was aiming for. The

product logic was described to present itself in the organization as a heavy focus on

promoting technical excellence and product features in various situations instead of solving

the customer problem. Even the value proposition of the company to the customers has

previously been based on this product logic, therefore making it understandable that this

mindset is still prevalent in the organization. Thus, the interviewees were also somewhat

unsure if the people within the organization were sharing the same understanding of what

kind of value the solution is bringing to the customer. Some see that customers get the value

as the form of technical features, whereas others consider the value to be something beyond

that.

The two-fold situation was considered conflicting. The interviewees describe multiple

situations where the product logic influences the actions of the company for instance in the

areas of the delivery process and external collaboration. As the company has already

developed certain processes around this product logic, changing these could be facing

resistance, as one of the interviewees described. This was exemplified by the description of

how changing the delivery process towards a customer-oriented structure was facing

resistance as the current state was following the prevalent function structure of the

organization. Another example was the mindsets related to external collaboration in terms

of creating a solution for the customer, but this issue has been identified and actions have
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taken according to Charlie. Besides these examples, the situation was described to be kind

of stuck in the old ways of operating and as “Nokia-syndrome”. Naturally, these situations

are not just solely taking place due to the product logic as a driving force, but they can also

reflect other potential issues in the organization that should not be overlooked either.

Traditional product organizations can face challenging times when starting to move away

from solely focusing on the products, as seen from the examples presented. This issue has

also been acknowledged by the literature (for instance Kindström & Kowalkowski, 2014 and

Kowalkowski, 2008). However, instead of trying to overrule old logic and values connected

to the product centricity, the literature suggests to rather trying to find a balance for these

both to co-exist in an organization that offers both products and services (Kindström &

Kowalkowski, 2014; Kowalkowski, 2008; Salonen, 2011). According to Salonen (2011), the

company can still hold on to the core product manufacturing and the services related to these,

and simultaneously gradually change the way the value creation is taking place through the

products. Incorporating the customer orientation on the side of the product logic, so that the

company can work on refining the value proposition to the customer to extend beyond just

the technical features (Salonen, 2011). This might be easier said than done, and the

complexity of finding the balance between product and service logic is argued to be

overlooked but essential to protect the long term competitive advantage (Salonen, 2011;

Windahl & Lakemond, 2010). When comparing the case findings to these findings in the

literature, it can be asked what is the logic orientation the case company is aiming for? Are

they trying to move strictly to a solution or service-based logic, leaving the old product logic

to the past? Abandoning the product logic completely might be too radical, but still, there

needs to be a way to embed the customer orientation closer to the core.

Both the culture and logics issue can be considered abstract and difficult to address. The

literature reviewed for this study provides limited advice for practitioners to address these

issues in light of the solution-business transformation. However, guiding tools could help to

arrange the activities to tackle these fundamental issues. For instance, the levels of change

in solution business (Storbacka & Pennanen, 2014) exemplifies how the transformation is

taking place in three levels, which are connected. Understanding that motivation is affected

by structures, procedures, and metrics as well as processes and tools and vice versa, could

help to design activities that can help to find balance with logics or exchange the

collaboration in the organizational culture. Similarly, the continua approach (Storbacka et
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al. 2013) suggests that the different continua areas are interlinked, thus changes in one affect

the other. As such, mapping out the change activities in these levels could provide a context

that helps to identify the direction for the logics and culture change as well.
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6. Conclusions

As the final conclusions of this study, the main findings will be reviewed. As this thesis was

practically oriented and carried out as a single case study, managerial implications are

presented to the case company. Finally, the limitations of this study are discussed briefly

together with recommendations for future research.

6.1 Main findings

This exploratory case study investigated how the transformation towards a solution-oriented

direction occurred in the case company and how potential challenges were described. The

aim was to build an understanding and gain practical insight from the current situation that

could benefit when moving along with any future transformation activities. The data for this

study was collected with semi-structured interviews that allowed the expansion of the topic

and follow up on any unique ideas. The findings were coded and arranged to larger themes,

which is presented in findings section. In the discussion part, two themes were discussed in

more detail: individual closeness in a siloed organization and balancing between service and

product logic.

Overall, the need for change has been acknowledged at least in parts of the case company,

main reasons behind this being the aim to grow, improvements needed in the customer

orientation and current internal fragmentation of the organizations, which reflects on

different activities both internally and externally. Although there is no one designated

transformation program or initiative concerning solution-orientation in place yet, the

findings suggest that there are activities in the organization that are leaning in that direction.

Different bridge-building efforts and grass-roots change activities such as the emphasized

role of product management and other cross-functional roles and forums are utilized to

slowly alter the current situation.

However, the transformation process towards solution orientation requires adaptation also

on a fundamental level of the organization according to the literature. Currently, the case

company is facing challenges in internal collaboration and communication, organization
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structure and shared future orientation. The mindset and attitudes in the organization were

seen as potential inhibitors for the transformation journey. Interestingly, the organization

and culture were depicted and close and open on the individual level, but when discussion

cooperation and collaboration on the team or function level, the situation was not equally

positive. Part of the organization was seen to operate according to the technical or product

logic, whereas others embracing a more service-oriented logic. The balancing activities of

these two logics were causing challenges in the organization and even resistance to change.

It can be difficult to assess in a short period, or within this kind of snapshot research, on how

successful the change activities have been. The cultural issues and different prevalent

mindsets have been acknowledged at some levels of the organization, and some activities

have been taken to change the current state. However, this can be challenging since the

organization’s culture might be perceived differently by different actors inside the

organization, and it remained unclear what kind of activities have been taken to guide the

culture and values to desired direction.

6.2 Managerial implications

Based on the findings and challenges identified, this section aims to clarify the practical

implications for managers. Transforming towards solution orientation sets a different kind

of requirements for the organization. In order to the case company to start to work on the

challenges highlighted in the findings, the following recommendation could be considered.

1. Continue to increase cross-functionality by creating cross-functional roles and forums for

collaboration between teams

Cross-functionality is seen as a key in solution business, but the case company is currently

not functioning as well in this area as hoped. Some bridge-building activities have already

been established but it is important to continue these also in the future and find additional

ways to boost cross-functionality in the organization. For instance, literature suggests

combining different team structures (Rebetino et al. 2017) to form cross-functional teams.

These would also enable better cross-selling opportunities as customer needs could be

identified through multiple channels and contact points in different life-cycle phases (ibid).
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Especially the importance of field service personnel is highlighted in the literature as sources

for first-hand information (Rebetino et al. 2017, Kindström & Kowalkowski, 2014; Ulaga

and Reinartz, 2011; Kowalkowski, 2008).

Paying attention to the processes especially related to the identified pain points in

collaboration (for instance project-handovers, documentation, transparency between teams,

HQ-daughter company relations) could help to solve the issues in short-term but also build

a foundation for long-term success by slowly changing the way of working and increasing

the motivation to collaborate. For the company to access the full range of intra-firm

capabilities and resources, the product related activities should be closely linked with the

service activities (Kindström, 2010), hence close collaboration is encouraged. These are also

considered essential for building more advanced service offering in the future (ibid).

2. Take on activities that support the cultural development to the desired direction

Although activities are suggested to tackle the ways of working, it is important to try to find

ways to support the logic and culture transformation in the desired direction on the

motivation level as well. There are already seeds for this in the organization, as change is

described to happen on the grass-roots level. Still, the role of leadership should not be

forgotten in the change process, and the burden should not be left solely on the grass-roots

level. In order to keep the small changes and developments happening it is important to

maintain the momentum of these small change initiatives, therefore the small victories need

to be celebrated and the development to the desired direction positively enforced to awaken

the interest also of other members of the organization.

Practical ways to promote service-oriented culture suggested by the literature are for instance

implementing training programs, creating outcome-oriented compensation strategies

(Reinartz and Ulaga, 2008; Kindström and Kowalkowski, 2014), doing internal marketing

with effective communication tools and involving employees in strategy development

workshops (Rebetino et al., 2017).

In conclusion, the change towards solution orientation is happening on three levels: ways of

thinking, ways of organizing and ways of working (Storbacka and Pennanen, 2014). All of
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these elements should be addressed in one way or the other to help the transformation

forward, as they are interlinked and actions in one of them also affect the other areas.

6.3 Limitations and further research

Although the research presented answers to the presented research questions, there are

limitations to this study that should be considered. First, the nature of this thesis was

exploratory, and it was carried out as a case study, the results are not aimed to be generalized

into other contexts. As characterized by Kovalainen & Eriksson (2008), the aim of the case

study method and the chosen case is “to explore and understand how the chosen case works

as a configurative and ideographic unit of analysis” (p. 121). When evaluating case studies

Kovalainen and Eriksson (2008) highlight that the case has to be significant in some way

and the issue studied has to be interesting and relevant either theoretically or practically.

Organizational change processes provide an interesting setting for case studies as they can

be so different. This study focuses on practical relevance, as the practical insights are

provided by this research.

The data collection method in this study relied on qualitative semi-structured interviews,

both in the pilot format and in-depth version. Although the interviewees were confidential,

there is a chance in that the interviewees could have withheld information or discussed the

topic from different angles according to their understanding of the issue. Due to the scope of

this research, the sample was also limited. For a comprehensive understanding of the case

company’s situation, a larger interview sample is necessary as well as acquiring other

secondary source data, such as company materials. However, this exploratory research can

be used in guiding any future research activities on this topic.

For further research suggestions, as stated, a wider sample would be needed to give

perspective to the transformation happening within the organizations and to potentially

produce generalizable results or to build theory. However, the profile of the case company

could be used to benchmark transformation activities in similar small product-centric high-

technology companies with customers globally. Still, comparing the implementation

challenges in different companies with the installed base logic could yield interesting results

and follow up on the research done on the topic by Matthyssens and Vandenbempt (2008



62

and 2010) and Salonen (2011). This research avenue could also provide more practically

relevant recommendations for organizations that are moving towards solutions.

Another suggestion would be to study this phenomenon in a longitudinal case study so that

the changes happening within the organization gradually would be recorded during a longer

period. This would be an interesting route as the change activities could be mapped in their

entirety rather than just as a snapshot view like in this research. As a final note, there is

various potential research direction in the field of solution business implementation, as stated

by Baines et al. (2009b), since little attention in the literature is given to the actual

implementation of the solution business or servitization.
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Appendices
Appendix 1: Solution business model framework by Storbacka (2011)
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Appendix 2: Pilot interview themes

Pilot interview questions

Current situation
1. How would you describe Company X’s position in the industry?

Ecosystem
2. Could you describe the ecosystem the company is operating in with your own

words?
a. Customers
b. Competition
c. Other non-business partners

3. What is the role of the above-mentioned players in the ecosystem?
4. Could you describe an example case?

a. Collaborations
b. Partnerships
c. Customer cases etc.

Challenges
5. What challenge / issue / problem should be solved in the next 5 years, so the

company could grow?
6. What do you think causes these challenges?

Opportunities
7. What do you think the future would bring for the company?
8. The most important capabilities for the future?

a. How could we develop or acquire these?
b. If you would look back and reflect, what should have been done differently?

Future
9. How do you think the ecosystem will be shaped in the future?
10. Will the roles change from what you previously described?



70

Appendix 3: Interview guide for in-depth interviews

Interview guide

Background
What is your role?
How long have you worked for the company?
What is your background before coming to the company?
Could you describe the company’s offering?

Customers
1. How would you describe this company’s relationship with its customers?

a. How do manage this relationship?
b. How do you see this in your work?

2. How could the company understand the needs of the customer better?
3. What is the value that this company brings to customers?

Partnerships
4. Do you consider the company open to partnerships? Why / why not?

a. Do you have any examples?
5. Consider partnerships and cooperation, what do you think affects how the company

chooses who to work with?
a. What kind of requirements might this set?
b. Are there common goals? How can they be identified?
c. What opportunities arise?
d. Any restrictions or challenges?

6. How would you describe this company as a partner?
a. What are your strengths?
b. What are your weaknesses or areas for improvement?
c. What is the company looking for in partnerships?

Culture
7. How would you describe the culture here?
8. What would you change in terms of culture?
9. How about working with other teams internally?
10. Do you think that everyone shares the same vision and goals? Why / why not?

Strategy
11. What do you think is the direction the company needs to take in the future?

a. What would be the main drivers for this? Why?
b. What would the company need to be able to achieve this? / Do you think we

have enough skills and capabilities to achieve this?
Is there something else that we did not cover, but you consider it important or something I
should have asked?


