
1 
 

How an Integrated Offer of Products 
and Services Enhances Added Value 

A case study of Liko AB and Index AB 

 

David Petrovski & João Pedro Pestana Neto 

Master’s Programme in Strategic Entrepreneurship for International 
Growth 

School of Business and Engineering 

Halmstad University, Sweden 

 

Abstract 
The growth of the service sector, after the Second World War, represented one of the changes 

brought by the Third Industrial Revolution. Nowadays, the service sector makes up the bulk 

of today’s economies around the world. However, too much emphasize on the development of 

the service sector, can be harmful for the economies in the long run. Therefore, the 

manufacturing sector should not be neglected, but developed along with the service sector. 

During the past decades, the manufacturing and the service sectors “worked” alongside 

through the servitization. The product and service integrations that manufacturers are 

offering, not only create additional value for the products, but also allow the manufacturers 

to expand their market share, gain higher revenues, attract new customers, etc. The 

development of the new technologies have enhanced and stimulated the product and service 

integration, which creates additional value. The additional created value is not beneficial 

only for the companies, but also for the customers, since it increases the customers’ 

satisfaction. Moreover, due to the creation of hi-tech products, the manufacturers include 

expertise and training as part of the integrated offers, which is a benefit plus for the 

customers.    
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Introduction  
After the Second World War, the service sector started growing rapidly, thus making up the 

bulk of today’s economies, not only in the highly developed countries, but also in many 

developing countries, and etc. (Lovelock, Vandermerwe & Lewis, 2001; Lovelock & Wirtz, 

2011; Pollard, 2005). Some of the numerous reasons for the rapid growth of the service sector 

are: the technological innovations, globalization, internationalization, and the emergence of 

manufacturers as service providers (Lovelock, Vandermerwe & Lewis, 2001; Lovelock & 

Wirtz, 2011; Gallouj, Weber, Stare & Rubalcaba, 2015). The service economy fallacy, points 

out that many countries put too much emphasize on developing the service sector, while 

neglecting the manufacturing sector, which in a long run can cause problems (Søilen, 2012). 

However, during the past decades, the manufacturing and the service sectors “worked” 

alongside through the servitization. Servitization is a term that describes the process by which 

manufacturers are adding services to their products, in order to create added value (Wise & 

Baumgartner, 1999; Oliva & Kallenberg, 2003; Vandermerve & Rada, 1998; Sweet, 2001; 

Farah, 2000). The product and service integrations that manufacturers are performing, not 

only create additional value for the products, but also, expansion of the market share for the 
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companies, as well as, higher revenues, attracting new customers, etc. (Oliva &  Kallenberg, 

2003). 

A large amount of literature is covering the topic of service economy fallacy, yet there has 

been only limited amount of studies that are exploring the relation between the integrated 

offer of products and services and the added value. Therefore, the purpose of this study is to 

fill in the research gap by exploring how an integrated offer of products and services 

enhances added value, through a case study of Liko AB and Index AB.  Liko AB is a 

Swedish company, established in 1979, which develops and manufactures lifts and transfer 

equipment for people with immobility or impaired mobility. Index AB is a Swedish 

company, established in 1982, which manufactures high quality and technically advanced 

Braille printers. Both companies operate in niche markets, producing complex and highly 

technological devices. Therefore, the companies offer different kinds of services, along with 

the products that they are manufacturing and selling, such as trainings, maintenance, 

expertise, etc. 

This study is structured that first the theoretical background, covering many theories from 

previous research about the manufacturing and service sector, servitization, product and 

service integration, etc. are presented. Thereafter, the research methodology and introduction 

of the case companies are provided. Next, the analysis of the collected data is presented, and 

the findings are discussed. Finally, the study ends with the conclusion, implications and 

suggestions for further research. 

 

Manufacture and Service Sector  
The growth of the service sector represented a new era for the world’s economy. This 

phenomenon is marked by a transition in the mode of production, migrating from the 

industrial mode to the informational age. This process took place after the Second World 

War, changing ever since the world’s economy and society. (Bailey, 2001; OECD, 2000) 

The manufacturing sector along with the service sector are important segments, and have an 

important role in the world’s economy. Even though, many developed economies have 

experienced a decline of the percentage of the manufacturing sector, in exchange for a higher 

percentage of the service sector, this trend did not affect all the economies. While many 

countries experience growth of the service sectors, other countries are still strongly dependent 

of their manufacturing sectors (Stöllinger, Foster, Holzner, Landesmann, Pöschl & Stehrer, 

2013). Moreover, according to Søilen (2012), an excessive focus on the services does not 

lead to a competitive advantage. Services are an important part of the world’s economies, 

however, many reasons show that the shift does not acknowledge the fact that much of the 

service economy is related to production. Therefore, production and service companies would 

perform better, if they are in the same market with their competitors (Søilen, 2012). 

Nowadays, the services are the productive sector with the highest growth rates in the world’s 

economy, representing 64% of the GDP, followed by the manufacturing sector with 32%, and 

the agricultural sector with 4%. In the developed countries the service sector is responsible 

for more than three quarters of the economy. In the USA 79% of its GDP results are from 

service, in France 77%, and in the United Kingdom 76%. (Lovelock & Wirtz, 2010; OECD, 

2000; CIA, 2017) 

Services are described as economic activities between two parties, in which one party offers 

to the other one, a service or an object, however, the client does not own or buy the assets 

used in the process (Lovelock & Wirtz, 2010; OECD, 2000). In a more general definition, 

services are classified as a group of economic activities, which process is normally delivered 

and intermediated by human labor. They differ from the other economic activities, due to 

their perishability, not being inventoried, and their spontaneous consumption (OECD, 2000; 

Bailey, 2001). 
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Manufacturing is defined as a process which comprises a mechanical, physical, or chemical 

transformation of materials, substances, or components into new goods or products. Besides 

that, manufacturing also comprises activities engaged in the assembling of component parts 

of manufactured products. (Levinson, 2017) 

Recently, the technological advancements have enabled companies to offer services in more 

accessible and massif form. Through the use of products, such as electronic devices, 

integrated by specific programs developed by the companies, the services can be consumed 

without the client being physically present. Therefore, the use of technologies to deliver 

services have been changing the interaction between the service providers and their 

customers, developing a more independent consumer behavior. (Taylor, 1999; OECD, 2000) 

 

Servitization 

The development of a service oriented economy, triggered the process of providing an 

integrated offer of products and services, by the manufacturers with an aim of maximizing 

the profits, gaining new customer, and etc. (Wise & Baumgartner, 1999; Goffin, 1998). This 

process was also assisted by the uprising of the new technologies, especially the ones in the 

information and communication fields (Neely, 2008).  

Servitization is a term used to describe the process of creating value by adding services to 

products. Its adoption is a competitive strategy, adopted by the manufacturers, in order to 

offer a product with higher added-value, as well as solutions able to supplement their 

traditional product offerings (Wise & Baumgartner, 1999; Oliva & Kallenberg, 2003; 

Vandermerve & Rada, 1998; Sweet, 2001; Farah, 2000). As explained by Oliva and 

Kallenberg (2003), a move towards servitization creates additional value for the products, as 

well as expansion in the market share for the companies, as this integration between the 

products and the services, increases companies’ operation market. Besides that, the new 

complex and high technological equipment made the customers more dependent on their 

supplier’s expertise (Lightfoot, 2013). Therefore, the offer of services by the manufacturers, 

is an opportunity to meet the increasing needs, and satisfy the wishes of the customers (Wise 

& Baumgartner, 1999; Gebauer & Fleisch, 2007; Vandermerve & Rada, 1998; Sweet, 2001; 

Farah, 2000). 

 

Product and Service Integration  
Many definitions were created for products and services, which increased the difficulty in 

establishing a consensus among the different concepts. On one hand, a product is described as 

a good, an object, and tangible commodity, or as a physical incorporation of one or more 

competences (Judd, 1964; Berry, 1980; Prahalad & Hamel, 1990). On the other hand, 

services are described as intangible, also described as a process, an action, a performance or 

an effort (Bateson, 1977; Levitt, 1981; Berry, 1980).  

The combination of product and service in one offering, emerged as a solution to deliver an 

integrated mix of products and services. In the product and service integration approach, 

services and products become a joined package with various characteristic, which depend on 

the needs of an industry or sector, as well as on the needs of the customers (Kozlowska, 

2016). Goedkoop, Van Halen, Riele & Rommens (1999), define product and service 

integration as an offer of a set of products and services capable of jointly fulfill the 

customers’ needs. Moreover, Manzini and Vezzoli (2003), provide a more complete 

definition, which defines service and product integration as an innovative strategy, which 

shifts the business focus from only physical products, to a system in which the products and 

services are together, being capable to meet customers’ needs and fulfill customers’ wishes 

and desires in a better way. 
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Value Added and Product and Service Integration 

The creation of value is one of the main objectives that companies are trying to pursue. Value 

has been described by Bowman and Ambrosini (2000), as the perception of how beneficial 

something is, in a determined context. Besides that, value is determined by how it is 

perceived. The process of value creation is based on the following steps: creating a value 

proposition, value realization, and worth capture (Lepak, Smith & Taylor, 2007; Osterwalder 

& Pigneur, 2010).  

The literature is consensual in acknowledging the benefits of product and service 

integrations, such as higher revenues and higher customer satisfaction (Armistead & Clark, 

1992). Moreover, Thompson (1967) states that value creation can be acquired by 

transformation, problem solving and mediation. Therefore, value creation can be obtained by 

the mix of product and services, and the relationship with the customers. Manufacturers 

which offer products aggregated with services tend to achieve higher levels of customers’ 

satisfaction. The relationship with the customers, mainly provided by the implementation of 

the service, enhances the customer satisfaction which increases the value added (Anderson & 

Sullivan, 1993; Zeithaml & Parasuraman, 1990). 

 

Methodology 

The aim of this study is to explore the way an integrated offer of products and services 

enhances added value, since there is a limited amount of research exploring the relation 

between the integrated offer of products with services and the added value.  Therefore, this 

study has exploratory research design that is often referred to as qualitative research 

(Saunders, Lewis & Thornhill, 2007). As defined by Wilson (2006, p. 105), “qualitative 

research can be defined as research that is undertaken using an unstructured research 

approach with a small number of carefully selected individuals to produce non-quantifiable 

insights”. One of the strengths of qualitative research is the “richness and holism, with strong 

potential for revealing complexity” (Miles & Huberman, 1994). To reach the aims of this 

qualitative study, a case study design was chosen. As defined by Yin, a case study is “an 

empirical inquiry about a contemporary phenomenon (e.g., a “case”), set within its real-world 

context, especially when the boundaries between phenomenon and context are not clearly 

evident” (Yin, 1994, p. 18). A case study has the ability to generate the answers for the basic 

qualitative study questions “why?”, “what?”, and “how?” For this reason, the case study 

strategy is most often used in qualitative / exploratory research (Yin, 1994). According to 

Leedy and Ormrod (2001), “a case study may be especially suitable for learning more about a 

little known or poorly understood situation”. Since there is a limited amount of research that 

explores the relation between the integrated offer of products and services and the added 

value, the case study was chosen to study that relation in order to get a deeper knowledge. 

Liko AB and Index AB, were chosen for case companies, since the companies are producing 

hi-tech complex products, which require offering of services to their customers in order to 

ease the use of the products and provide expertise. Moreover, the companies were chosen, 

since the companies also offer maintenance of the products which they manufacture and sell. 

This study takes an abductive approach, which is a combination of both, induction and 

deduction. Abductive research uses frameworks built on the existing literature, but at the 

same time, allows for the new concepts to emerge from the research. Thus, abductive 

research is a mix of induction between induction and deduction. By using the abductive 

approach, the researcher is in a constant process of revision and interpretation between trying 

to identify patterns in the data collected and consulting theoretical constructs in order to 

explain and evaluate them (Dubois & Gadde, 2002). Due to time and resource constraints the 

study is based on secondary data. The secondary data is from a doctoral dissertation, “The 

role of the entrepreneur in the international new venture: Opening the black box”, by Navid 
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Ghannad, written in 2013. Moreover, data was collected from the websites of the case 

companies, including company’s reports. After the data was collected, as the abductive 

research approach suggests, the previous literature, which was presented above, was 

considered during the data analysis. The aim of the data analysis was to find out how an 

integrated offer of products and services enhances added value.  Regarding the limitations, 

parts of the analysis are subjective to the author’s opinions. Furthermore, the paper analysis is 

based only on two companies, therefore, findings might not be applicable and might not give 

an in-depth overview of the entire industries in which the case companies operate. 

 

Case Introductions – Liko AB and Index AB 

Liko AB 

Liko AB was established in 1979 by Gunnar Liljedahl, and is located in Alvik, south of 

Luleå, Sweden. Liko AB develops and manufactures lifts and transfer equipment for people 

with immobility or impaired mobility. Liko AB also offers support services for its products, 

such as consultations, routine maintenance, or advanced educational trainings. This is a niche 

market with about twenty major players worldwide, mostly coming from Scandinavia. Liko 

AB is present in 80 countries all over the world. (Ghannad, 2013; Liko AB, 2017) 

 

Index AB 

Index AB was established in 1982 outside of Luleå, Sweden, by Björn Löfstedt. It 

manufactures high quality and technically advanced Braille printers. Index AB also offers 

support services to its clients, including routine maintenance and consultations. The company 

is the world-leader within the market segment for single and double-sided Braille embossers 

with high printing speed. The company operates in about 85 countries. (Ghannad, 2013; 

Index AB, 2017) 

 

Analysis  

The advancements in the technology, brought by the Third Industrial Revolution, have 

changed the world in many aspects. The creation of high technological products and 

machines, have replaced human workforce to some extent, as well as, the new technology 

was applied in many spheres. The service sector also benefited from the advancements in the 

technology, as well as the other changes brought by the Third Industrial Revolution, which 

allowed its expansion, becoming the sector with the biggest participation in the world’s 

economy. As mentioned by Bailey (2001), the advancement in services represented a new era 

for the world economy. That process took place after the Second World War, changing ever 

since the world’s economy and society (Bailey, 2001; OECD, 2000). 

The development of a service oriented economy, stimulated the commercialization of the 

integrations of products and services. Manufacturers aiming to maximize their profits, 

perceived the importance of providing services along with their goods and products (Wise & 

Baumgartner, 1999; Goffin, 1998). Besides the products that Liko and Index produce, the 

companies realized the importance of providing integrated offers of products and services. 

Therefore, the companies offer trainings, expertise and maintenance of the products that they 

produce and sell. Apart from the higher revenue, the integrated offers enhance the value of 

the products, thus increasing the customers’ satisfaction (Ghannad, 2013; Liko AB, 2017; 

Index AB, 2017). Moreover, the integrated offers attract new customers, who were prior the 

offers being skeptical about the use of the hi-tech products that the companies offer 

(Ghannad, 2013; Liko AB, 2017; Index AB, 2017).  The manufacturers create integrated 

offers, not only to obtain higher profits and higher satisfaction, but also because the new hi-

tech products require support from professionals with specialized expertise. Therefore, as 
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explained by Oliva and Kallenberg (2003), a move towards servitization creates additional 

value for the products, but it is also a customer requirement. The new complex and high 

technological equipment have led the customers to be more dependent on their supplier’s 

expertise. (Wise & Baumgartner, 1999; Gebauer & Fleisch, 2007; Vandermerve & Rada, 

1998; Sweet, 2001; Farah, 2000). 

Liko is creating the most advanced lifts and mobility devices, from its beginning, thanks to 

the professional experience and creativity of Liko’s establisher. Since the establishment of 

the company, Liko’s inventions were ahead of its time. The products that the company is 

producing are unique and highlly technological. Index since its inception has also offered a 

unique product, without any competitor offering anything close or with the same 

characteristics. Besides that, constantly looking to innovate its products, Index almost went 

bankrupt, due to its high investments in R&D. However, all the products that those 

companies created are useful innovations, thus being widely used and adopted by companies 

and people. However, since those products are quite complex and hi-tech, the customers need 

training in order to properly use them. Therefore, in order to provide customers with solutions 

to the difficulties that may arise with the use of their products, Liko and Index offer different 

services together with their products. The supporting services offered by these companies are 

different educational trainings, consultations, customer care services, as well as maintenance 

of the products that the companies manufacture and sell. (Liko AB, 2017; Index AB, 2017; 

Ghannad, 2013)  

The supporting services that Liko and Index offer, as an integrated offer with their products, 

creates added value for the products that they manufacture. The integrated offers attracted 

new customers, thus increasing the market share of the companies. The companies have also 

obtained higher profits which can be also addressed partially to the integrated offers. The 

market researches that the companies are performing have proved that the customers are 

satisfied and that they feel that their needs and wishes have been satisfied, which can also be 

partially attributed to the integrated offers from the companies’ side. (Liko AB, 2017; Index 

AB, 2017; Ghannad, 2013) 

 

Conclusion 
After the Second World War, the service sector in many countries, including the highly 

developed and the developing countries, started growing and making up the bulk of the 

economies of those countries. Some of the factors for that radical change are: the changing 

patterns of government ownership and regulation, privatization, technological innovations, 

servitization, internationalization, globalization, manufacturers as services providers, etc. 

Even though, there are countries that are still heavily dependent on their manufacturing 

sectors, there are many countries that have put too much emphasize on the development of 

the service sector, which can be harmful in the long run. Therefore, the manufacturing sector 

should not be neglected, but developed along with the service sector. During the past 

decades, the manufacturing and the service sectors “worked” alongside through the 

servitization. The product and service integrations that manufacturers are offering, not only 

create additional value for the products, but also allow the manufacturers to attract new 

customers, thus expanding their market share. Moreover, the companies also record higher 

revenues after offering the integrated packages. The development of the new technologies 

have enhanced and stimulated the product and service integration, which creates additional 

value. The additional created value is not beneficial only for the companies, but also for the 

customers, since it increases the customers’ satisfaction. Moreover, due to the creation of hi-

tech products, the manufacturers include expertise and training as part of the integrated 

offers, which is a benefit plus for the customers, since people need training in order to be able 

to use the new complex hi-tech products.  
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Implications 
Nowadays,  the service sector makes up the bulk of the economies of many countries in the 

world, however, the manufacturing sector should not be neglected, since putting too much 

emphasize on the service sector can be harmful for the economies in a long run. Even though, 

in the past decades the manufacturing and the service sectors “worked” alongside through the 

servitization, there is a need of a higher collaboration between those two sectors. As well, 

there is a need for a higher number of manufactures as service providers, as the integrated 

offers of products and services enhance the added value, drive higher profits, as well as, 

increase customers’ satisfaction. The production and the R&D departments of the 

manufacturing companies, should think of ways to create integrated offers of products and 

services. The manufacturers should offer different kinds of services along with their offered 

products, such as: trainings, educational seminars, maintenance, customer care, etc. 

 

Suggestions for further research 
There can be more qualitative studies which will include more companies from the same 

industry, or more companies from different industries. There can be also quantitative studies 

which will measure how much of the income increase can be accounted to the integrated 

offers, how many new customers were attracted by the integrated offers, or how much the 

integrated offers boost the customers’ satisfaction. Moreover, there can be a research to find 

who is responsible in the companies, for the creation of the integrated offers. Furthermore, 

there can be a research aiming to find out the ways the companies come up with the 

integrated offers, and whether in that process the customers’ needs and wants are consulted.   
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