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Abstract 

Services constitute three quarters of all economic activities worldwide. The growing importance 

of the service industry cannot be neglected and it is obvious that services can offer colossal 

opportunities on the way of creating and capturing economic value. The way to prosperity for 

companies and economies is in their ability to rethink the existing business with the purpose to 

innovate. Service innovation is believed to be a source of companies’ competitiveness. Leveraging 

innovation of services is not an easy task and requires a new thinking which implies the shift 

towards service business logic. In order to innovate services effectively, there is a need to develop 

new business models. A business model is a significant assistant which can help to create viable 

services by taking into consideration appropriate customer needs and organizational resources. 

However, the majority of approaches to innovation occurred from product-oriented business 

models. The growing tendency of services requires changing traditional approaches and 

developing new service-based business models. The main aim of this thesis is to study the process 

of transformation (innovation) of a product-oriented business model towards a service-centered 

one which implies stronger customer focus and to identify the main components that constitute the 

business model framework in the service context. The empirical data was collected from a single 

case study of ISS Sweden and analyzed according to the developed framework from literature 

findings regarding business model innovation in the service context. The most important findings 

reveal the fact that the business model perspective should be taken into account as more holistic 

approach which integrates all processes and components within the company. However, some of 

the components were found missing and it was not supported by the literature findings. During the 

transformation process the major changes were identified while looking at each component in 

detail and the most important components of a service business model framework were identified, 

specifically customer, value proposition and value delivery which comprise the following key 

factors: 

●  Customer is a co-creator, co-producer and a key partner 

● Employees are the main source of successful value delivery 

● Service innovation is a necessity 

 

Key words:  

Service innovation, business models, business models innovation, innovation in service business 

model, business models frameworks and elements. 
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1. Introduction 

____________________________________________________________________________ 

This chapter presents to the reader the background of the research area, which will guide to the 

discussion of the existing problems and furthermore, to the research questions which are based on 

the purpose of the study 

_____________________________________________________________________________ 

1.1 Background 

Services became an important and essential part of economies all over the world. Currently, the 

service industry is acknowledged as the main source of people’s jobs and wealth (Edvardsson et. 

al, 2010).  At the present time, services represent around 80 percent of all business activities in the 

United States, and comprise approximately 60 percent of business activity in the 40 strongest 

economies in the world. The way to prosperity for economies and successful companies is in 

services and in changing the way of doing business in order to innovate (Chesbrough, 2011). 

 

Innovation in the service industry can bring a lot of advantages to the companies. First of all, it 

can be beneficial for the financial performance of the company (De Jong & Vermeulen, 2003). 

Secondly, the new service development has a positive impact on revenue growth of the firm. 

Created consumer value and increased strategic success is a potential advantage that every firm 

can gain out of innovations in services (Klomp & Van Leewen, 1999, referred in De Jong & Van 

Leeuwen, 2003). Service innovation is a way to escape from the commodity trap, it is a driver for 

growth of the company with the benefit to gain competitive advantage. Due to the fact that 

companies innovate into the future, there is a need to change the traditional way of thinking and 

move beyond the products (Chesbrough, 2011). 

 

However, for a long time the concept of innovation was associated mainly around technologies in 

manufacturing firms completely ignoring innovation processes that occurred in the services 

industry. Today, organizations have acknowledged that combining innovations in products and 

technologies with service innovation can bring a significant competitive edge (Bouwman & Fielt, 

2008).  That is why an increasing global tendency occurs nowadays when manufacturing firms 

shift from products to product-service performance with the goal to be innovative and better satisfy 

customer needs (Visnjic & Van Looy, 2013).  Organizations that are transforming towards services 

found out that the shift sometimes implies change in the existing business models (Chesbrough, 

2011).  

 

Business model describes the rationale of how an organization creates, delivers and captures value’ 

(Osterwalder & Pigneur, 2010, p. 14). Every organization has its own business model, whether it 

is explicitly expressed and articulated or not. The concept of business model became widespread 

among scholars, managers and entrepreneurs in the 1990s. Such a growing attention was driven 
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by spread of the internet and e-commerce, raising knowledge economy, outsourcing and offshoring 

(Fielt, 2011). Currently, business model is considered as an integrated management concept 

(Wirtz, 2010).  

 

In order to sustain competitiveness in a rapidly changing market and to adapt to new conditions, 

companies are forced to innovate existing business models. Almost every firm makes adjustments 

to their business models to better satisfy increasing customer needs (Wirtz, 2010). According to 

Chesbrough (2010, p.356), “a company has at least as much value to gain from developing an 

innovative new business model as from developing an innovative new technology”. Business 

model innovation has a great significance due to the fact that it is a kind of innovation itself and 

can embrace other types of innovations. Innovation of business models is considered radical with 

the potential to change whole industries and gain competitiveness if they are hard to copy (Fielt, 

2012). “Business model innovation” became a very popular concept recently and a hot topic across 

the companies which intend to step into new markets and improve their financial performance 

(Visnjic & Neely, 2011).  

However, the speed of implementation of new business models is still very low (Freiling et. al., 

2013). Despite the acknowledged importance of business model innovation and its positive 

contribution for a company’s performance, the concept is indefinite and lacks theoretical clarity in 

scientific research. This is why companies might be challenged in the way of adoption of new 

business models (Fielt, 2012). 

 

Due to the global servitization of all economies, one of the hottest and most important topics 

becomes innovation in a service business context. It happens due to the highly increasing number 

of companies that successfully implement business models which integrate delivery of experiences 

and solutions by enlarging new service offerings. The evidence shows that some very innovative 

organizations were extremely successful in eliminating competitors by innovating their business 

models fundamentally, and as a result, obtaining a competitive advantage. A very good example 

is a low-cost air-transportation service (Visnjic et.al., 2013). The main goal for service providers 

is to utilize business model innovation in order to reach a beneficial position in the marketplace. 

However, business model innovation in the service sector is challenging due to the complex world 

of services (Visnjic & Neely, 2011). 

 

1.2 Problem discussion 

 

According to Freiling et. al. (2013), little research has been done regarding business model 

innovations in the context of services. The concept of business model innovation was mainly used 

in earlier researches in order to understand technology-based innovation. Existing service 

innovation frameworks are mainly focused on some kind of change in the service offerings 

provided by firms. Despite the fact that previous studies addressed their focus on the shift from 
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product to services, only a few of them aimed to identify the main components of business model 

innovation in the service context.  However, it is much more important for service-oriented 

organizations to implement a more holistic, business model-aimed approach for a successful shift 

towards a service-oriented business model and enhance knowledge about the basis of it 

(Kindström, 2010). 

 

1.3 Purpose 

Following the argument above, the purpose of this study is to explore the process of business 

model innovation in the service industry, to see how the transformation actually happens. 

Furthermore, the authors want to develop a business model framework especially created for 

services and identify the main key components that need to be taken into consideration during 

transformation process.  

 

1.4 Research Questions 

1. How does the company introduce and implement an innovative business model in the service 

industry? 

2. What are the most important components which constitute a service business model? 
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2. Literature overview 

____________________________________________________________________________ 

This chapter presents the literature overview of the service innovation process, the business model 

concept and explains the importance of the innovation in business models in order to gain deeper 

insight of these notions. Furthermore, the shift towards service-oriented business models and an 

overview of the existing business model frameworks is included with the detailed presentation of 

their components. Finally, the theoretical framework will be developed in order to conduct the 

analysis. 

____________________________________________________________________________ 

2.1 Service innovation 

 

“ Service is a process consisting of a series of more or less intangible activities that normally, but 

not necessarily, take place in interactions between the customer and service employees and/or 

physical resources or goods and/or systems of the service provider, which are provided as 

solutions to customer problems” (Grönroos, 2007, p. 52, referred in Bouwman et. al., 2008). 

  

The service sector comprises three quarters of all economic activities in the world (Visnjic & 

Neely, 2011). The tendency of the global economy at the present time is becoming more and more 

service-oriented; therefore, there is a need to gain a deeper understanding of how innovations can 

be developed in all business service sectors (Chesbrough & Spohrer, 2006).  

Innovation in services is an important driver for growth of economies and can provide a 

competitive advantage for companies (Bouwman et. al., 2008).  However,managing service 

innovation effectively can be challenging and it might require rethinking of the business. This 

challenge occurs due to the fact that innovation is usually associated with products which are 

tangible (Alam & Perry, 2002) and because companies have expertise in innovating products 

(Chesbrough, 2011). 

Comparatively narrow focus on product development failed to take into account the complexity of 

services. Services differ from products due to four specific characteristics of intangibility, 

inseparability, perishability and heterogeneity. Inseparability is recognized as the most essential 

characteristic because the service is produced and consumed at the same time, these two processes 

cannot be separated. For instance, interaction between service supplier and customer during the 

delivery process of the service cannot exist one without another (Alam, 2006). Moreover, due to 

this attribute of inseparability, services, unlike products, cannot be moved or resold. When 

acquiring a service, the client does not get something physical, like in the case of the product. 

Services cannot be stored and delivered later, inventoried or patented. Because services are so 

heterogeneous, their outcomes and processes are hard to standardize. Also, quality control before 
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the service is delivered is impossible, since it depends on the consumer's expectations (Bouwman 

et. al., 2008). 

Chesbrough (2011) explains also the difference between product and service activities which lies 

in the exchange process. “In a product exchange, products are a means to a desired end rather than 

the end itself” (Ibid, p. 32). After this exchange, the work of product provider is over. However, 

in service exchange the task of the provider is not over until the customers’ need is satisfied. 

Additionally, Nijssen et. al. (2006) identifies more differences between products and services. The 

research showed that firms in the service sector are more willing to change the existing routines 

than in the product area. Also, results showed that R&D strength is much more related to new 

service development rather than to new product development, while “the fit between the new 

service and existing systems is also more important than in a product-manufacturing context” 

(Ibid, p. 242). 

Due to the fact that service innovations are considered easier to imitate than product innovations, 

companies that want to focus their business models upon services need to invest in new service 

development in order to hold a sustainable competitive advantage. However, firms find it easier to 

invest in products because product R&D demands bigger capital investments in assets as compared 

to service innovation where high investments in human resources are needed (Kindström, 2010). 

  

Services are viewed not just by service companies as a way for them to grow, but also by 

manufacturing firms. More and more companies are changing their traditional business models, 

choosing to create more services. However, previous studies have demonstrated that there is a need 

of a service innovation strategy for the new service development (ibid). 

Chesbrough (2011) claims that service innovation is a transparent and stable route with the final 

goal to make the business grow and to struggle with the complexities that companies face with the 

commoditization of the product. An increase of services means that product-based thinking has to 

be changed if the companies aim to reach success and sustainability and offers some concepts that 

have to be taken into consideration by service-oriented companies: 

 The business should be seen as a service if the goal is to grow and achieve profitability 

 It is also important to co-create with customers in order to better understand their needs 

and wants 

 In order to achieve effectiveness in innovating services it is required to implement new 

business models that benefit from internal innovation activities and create incentives 

for external innovation that increase the value of the business. 
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2.2 The business model concept 

“Business model choices define the architecture of the business… expansion paths develop from 

there on out” (Teece, 2010) 

 

For the first time the “business model” term appeared in the study of Bellman et.al. (1957) and in 

the Jones’ (1960) academic article (Osterwalder et. al., 2005). Since then, the literature regarding 

business models were constantly appearing. 

 

In the 1970’s, the business model concept served to describe business processes, communication 

and information patterns in the companies with the goal to create Information Technology systems 

(Bouwman et. al., 2008). Later, business models were connected to market structures and were 

used to identify the place that companies take within the structures (Porter, 2001, referred in 

Bouwman et. al., 2008). More recently, the concept of business model was utilized to portray 

interaction mechanisms within economic processes (Mahadevan, 2000). Sometimes, in order to 

apply a particular market model, such as e-shop or electronic action, it has to be discussed with 

regard to the business models (Timmers, 1998).   

 

Despite a fact that business models attracted researchers’ interest earlier, only in the mid-1990s 

the concept became widespread among scholars due to the advent of the internet and appeared to 

need to move from traditional trading activities to e-commerce (Osterwalder et. al., 2005). 

Business models became more and more interrelated with strategies that companies were 

following. Currently, companies tend not to identify their strategies but rather implement them 

into business models. By formulating business models, business ventures have to organize 

financial, technical and human resources and define ways of properly providing services or 

products in order to satisfy customer needs (Bouwman et. al., 2008). 

 

Scholars tried to explain and define the business model concept in order to understand its essence 

and purpose. One of the first definitions was proposed by Timmers (1998, p.2) who argued that “a 

business model is an architecture for the product, service and information flows, including a 

description of the various business actors and their roles, and then a description of the potential 

benefits for the various business actors, and a description of the sources of revenues”. Osterwalder 

and Pigneur (2002, p.2), highlight the missing connection between business process and strategy 

and claim that “a business model is nothing else that a description of the value a company offers 

to one or several segments of customers and the architecture of the firm and its network of partners 

for creating, marketing and delivering this value and relationship capital, in order to generate 

profitable and sustainable revenues streams”.  There are a lot of business model definitions in the 

available literature and all of them differ in their focus, scope and conceptuality (Zott et.al., 2011). 

However, there is no universal agreement on what a business model really is. It happens due to the 

fact that a business model can be overviewed from different perspectives, such as technology, e-
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business, strategy and information systems. (Shafer et. al., 2005)That is why, it is clear that the 

business model concept has a multifaceted meaning (Lambert & Davidson, 2012). 

 

Moreover, Teece (2010) argues that there is no established theoretical basis in business studies and 

in economic theory regarding the business model concept. Thus, despite the acknowledged 

importance of business models, the concept is lacking its own place in strategic and organizational 

studies, as well as in marketing science. “The lack of definitional clarity represents a potential 

source of confusion, promoting dispersion rather than convergence of perspectives and obstructing 

cumulative research progress on business models” (Zott et. al., 2011). 

 

After reviewing existing literature on the business model concept, Lambert and Davidson (2012) 

identified three dominant themes: 1) the business model as the ground for enterprise classification, 

2) business models and firm performance, 3) business model innovation. Our focus is directed to 

the third topic. 

 

2.3 Business model innovation 

 

Findings in the management literature show a clear link between the business model of an 

enterprise and its innovation processes. Innovation is a prevalent topic in the business model 

literature and is an essential aspect in order to build competitive advantage and renovate 

organizations. An overview of the literature helps to distinguish two functions of business model 

innovations. First of all, business models are supportive for strategic marketing of innovative 

activities. In the second place, business models might be changed or innovated by themselves with 

the purpose to create competitive advantage by modifying the conditions of the competition 

(Boons & Lüdeke-Freund, 2012). 

 

Business model innovations have seriously changed entire industries and reallocated the value of 

billions of dollars (Johnson et. al., 2008). There is a rising agreement that business model 

innovation is an integral part of an organization’s performance. There is an increasing number of 

studies that have in focus business model innovation as a tool for transformation and renovation 

(Zott et. al., 2011). 

 

The importance of the business model perspective is highlighted by Amit and Zott (2012) who 

argue that the implementation of the business model can assist managers in purposefully 

structuring all activities within their companies and can be a key source of innovation. The business 

model perspective requires systematic and generic way of thinking rather than concentration on 

separate and isolated decisions when it comes to innovation. The authors also send the message to 

managers: “When you innovate, look at the forest, not the trees - and get the overall design of your 

activity system right before optimizing the details” (Amit & Zott, 2012, p.17). 
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Business model innovation is not just a simple additional item to marketing, organizational and 

supply innovation, but rather the integration of all components with regard to a mesoscopic 

approach. Business model innovation has been a necessity for the product or service firms in order 

to adapt to a rapidly changing business environment. Currently, competition between organizations 

is represented as competition for the business model. A unique business model became of 

importance for manufacturing companies as well as for firms providing services (Xu, 2009). 

 

 

Business ventures have to make strong efforts to create innovation for their products or services in 

order to gain revenue growth and to sustain profit margins. However, innovations in products or 

processes can be costly and time-consuming, but it is uncertain if future returns will have a place. 

That is why there is a growing tendency for the companies to shift towards business model 

innovation as a potential alternative (Amit & Zott, 2012).  

 

 One of the internal drivers for an innovation business model for the company might be customer-

centered orientation. The focus on improvement of the customer experience may be an incentive 

to find innovative ways to align all processes within the organization. As for the external driver, it 

can be constantly changing customer values. In order to better response on these changes, a 

company may take a decision to find new ways of creating value (Sorescu et.al., 2011). 

 

It is very important for managers and researchers to take into consideration the business model 

innovation phenomena. First of all, it is a source of future value. Second, it can very difficult for 

competitors to imitate totally a new activity system than a single new product. Third, innovation 

in a business model can lead the firm to obtain a sustainable performance advantage (Amit & Zott, 

2012).     

     

  

2.4 Towards service business model innovation 

 

“A Business absolutely devoted to service will have only one worry about profits, they will be 

embarrassingly large!” Henry Ford 

The whole world nowadays observes the significant shift from product-oriented economy and 

technical infrastructure to offerings of new services. The emerging trend towards unlimited 

possibilities in services can practically predict the nearest future which might be pictured by the 

rapidly rising number of “as a service” delivery and business models (Tekes Review, 2010). 

Servitization (Neely, 2008) is a global tendency that happens currently when manufacturers of 

goods enlarge their scope by offering new services (Visnjic & Van Looy, 2013a). The concept of 
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servitization can be explained as the capability of the firm to innovate by shifting from products 

to service systems, and at the same time to better respond to customers’ needs and pass through 

the commoditization trap (ibid). This shift to services implies the fact that service has changed in 

its nature. The central point for organizations becomes the way they deliver services to their 

customers, and customers, in turn, can bring value to stakeholders. Consequently, service providers 

are transforming into “problem solvers” with the ability to manage the delivery of complex 

services (Visnjic & Neely, 2011). 

Influenced by increasing competition and driven by emerging new customer demands, product-

oriented companies move from traditional business models to service-based models. Thereby, 

there is an increased interest regarding service solutions (Kindström, 2010). The innovation 

opportunities for service organizations can become feasible if the change in mindset regarding 

creating their business models for service supply will have a place (Visnjic & Neely, 2011). 

Service providers engage themselves in innovation of their business models in order to sustain 

growth and achieve profitability. Earlier, most of the companies were implementing a relatively 

traditional approach to their business models. The product or service was, first of all, planned, 

produced, sold and delivered to a customer. “In the first instance, that business model started to 

evolve as the organization added sub-contracting, and outsourcing, to their value delivery” (Visnjic 

& Neely, 2011, p.6). 

Bouwman et. al. (2008) argue that services and service innovation are straightforwardly linked to 

and directly dependent on innovations in business models. Moreover, they define what a service 

business model is: “A business model is a blueprint for a service to be delivered, describing the 

service definition and the intended value for the target group, the sources of revenue, and 

providing an architecture for the service delivery, including a description of their roles and the 

division of costs and revenues over the business actors” (Bouwman et. al., 2008, p. 33). 

However, product-oriented companies might meet a challenge on the way of shifting the mindset 

beyond product thinking. For the firms that already produce a product in a specific industry, 

services can be a problem to the traditional product-focused business models utilized in this 

industry. In a service-based business model some of the components may change such as the 

customer’s role, cooperation between supplier and consumer and the design of the supply network. 

This transformation towards services, which can save the company from commoditization, may 

give rise to conflicts within the company. This conflict usually engenders between a product-

oriented business model and a service focused business model (Chesbrough, 2011). The example 

of such a barrier lies in the situation of how to charge for services versus products. When the 

salesperson sells the product, the service might become an additional item on which the price can 

be reduced in order to finish the sale process. But when the company follows a service-based 

business model, product and service which were bundled before become separated items. In order 

to overcome this challenge, more training of the employee is needed to sell it to the customer. 
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More fundamentally, a product is often a single payment purchase, whereas a service needs 

consumption over time. In this case, an organization needs to change the distribution process and 

employ different kinds of salespeople (Ibid).  Moreover, in order to innovate a business model 

there is a need to change the value chain which, in turn can create and deliver service more 

efficiently (Chesbrough, 2011).    

Visnjic and Van Looy (2013a) also point out the difficulties in adopting service business models 

and explain that the main reason lies in the “service paradox”. The process of implementation 

meets barriers due to the fact that firms are reluctant in understanding and adapting “service 

values”. However, in order to gain economic benefits out of innovation in services, there is a 

necessity to design a feasible business model and apply it throughout the entire firm. Since business 

model is a scheme on how to turn technical input into economic value and business model 

innovation provides competitive advantage, it is very important to transform the whole 

organization into a service provider, rather than just add innovative service offerings. This 

transformation implies complete change of the usual managerial logic and corporate vision in the 

entire business venture (Ho et. al., 2011). To summarize, the authors propose their definition of 

service business model innovation as “the use of knowledge (both technological and market 

knowledge) that capitalizes on the disruptive attributes of specific (emerging) technologies and 

service characteristics from the perspective of value creation to design and implement an 

innovative way of offering solutions that satisfy customer’s (both explicit and latent) demands” 

(Ibid, p. 249). 

In order to understand service innovation, there is a need for a detailed overview of business 

models in services. Business models can be helpful to create “viable and feasible services by taking 

into account relevant customer needs and requirements, technical enablers and technological 

feasibility, organizational resources and capabilities, and financial arrangements” (Bouwman et. 

al., 2008, p. 9). Furthermore, integrating innovation in business models is a reality.   

 

2.5 Service logic perspective of a business model  

 

One of the leading topics in Business Service Management is innovative business models for 

services. Business models are needed for management of services due to the fact that they offer a 

wider and more integral perspective on the service sector. Business models for the service 

innovation domain are relevant as there is a need to take into consideration business model 

innovations which can drive the creation of new services (Fielt, 2011). Before we make an 

overview of existing business models for services, we will shortly look over what has been done 

so far in the area of business models and highlight the main differences between product and 

service logic business models. 
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Over the years, many scholars have created different frameworks of business models: “e3-value” 

was developed by Gordijin and Akkermans (2001), Business Model Schematics by Weill and 

Vitale (2001), Four-Box Business Model by Johnson (2010) and Technology/Market Mediation 

developed by Chesbrough and Rosenbloom (2002) (referred in Fielt, 2012). 

 

One of the frameworks which became a bestseller due to many business books lists  dedicated to 

the generic business model, both for products and services is the Business Model 

Canvas(Osterwalder & Pigneur, 2010), first developed in 2005 by Osterwalder et. al as the Nine 

Business Model Building Blocks. The model consists of nine elements and “presents a shared 

language for describing, visualizing, assessing and changing business models” (Fielt, 2011: p.16). 

This model is presented below: 

 
Figure 1. Business Model Canvas. 

Source: Osterwalder and Pigneur (2010, p.18-19). 

 

According to (Osterwalder & Pigneur, 2010), these elements can be explained in the following 

manner:  

The customer segments include the groups of people or organizations that a company wants to 

reach and for whom it wants to provide services. After deciding the segment for which the offering 

is dedicated, it is important to create relationships with these clients and maintain them. This goal 
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can be achieved by dedicating personal assistance to the customers, self and automated services, 

creating communities or co-creating with the client. 

 

Value proposition is the value created for this customer segments according to their needs. This 

value can be quantitative or qualitative like: newness, performance, customization, “getting the 

job done”, design, brand or status, price, cost or risk reduction, accessibility and convenience or 

usability. The firm can deliver its value through different channels, either by distributing and 

selling it or by communicating with its customers. In order to deliver the value proposition, key 

activities must be set in the production field, problem solving and networking. Furthermore, key 

resources are also important factors which affect the successful implementation of the business 

model and the creation of value proposition. There are various types of key resources, depending 

on the firm´s business model:  physical, human, financial or intellectual. The revenue streams are 

the profits that the company earns from one-time transactions or from ongoing payments due to 

for example after selling support. Key partnerships are the networks of a company. These are 

firms’ suppliers and partners that might help the company to improve their business model, obtain 

new resources and to minimize risks. The last part in a business model is the cost structure, which 

summarizes all the expenditures that are needed in order to make the business model function. It 

includes the costs for creating a value proposition for the clients, for delivering it and developing 

partnerships. 

 

The literature currently, with regard to business model frameworks comprises almost the same 

elements proposed by Osterwalder and Pigneur (2010) and a recent example of this can be the 

business model developed by Boons and Lüdeke-Freund (2012) which contains the following 

components: 

● Value proposition-which value contains the product/service offered by the company; 

● Supply chain-describes the way in which the structures and relationships with suppliers are 

managed; 

● Customer interface-the focus is upon the relationships with the consumers;  

● Financial model-costs and benefits of the other elements and their division across the 

owners of the business model. 

 

It can be noticed that there are no major differences between these two models, besides the fact 

that Osterwalder and Pigneur (2010) framework is more enlarged and detailed. 

For instance, a customer interface should contain not just the relationships that the firm has with 

its clients, but also the targeted consumer and the distribution channel. The company should select 

the segment of consumers to whom it addresses its products/services to and see how this can be 

achieved. Furthermore, Osterwalder and Pigneur (2010) include also the network and agreements 

with the partners needed to commercialize the new offering. The financial aspect is split into cost 

structure and revenue model and has an identical representation as that depicted by Boons and 

Lüdeke-Freund (2012). 
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Despite the differences mentioned above between existing frameworks, there are significant 

similarities regarding the description of creation and capturing customer value (Fielt, 2012).  All 

frameworks and definitions of business models give special importance to a business model as the 

company’s ‘template’ for creating the value and transactions that control it (Visnjic & Neely, 2012). 

According to Fielt (2012), the concept of business model has been explained and applied in 

different meanings, there is a still a convergence in regards to creation of customer value and core 

elements can be highlighted for every business model framework: 

● Customer:  the way to perceive the customer and what is the target customer 

● Value Proposition: How to solve each customer’s problem and what solution to offer 

● Organizational Architecture: the way of providing a value proposition by various actors 

with the usage of their potential and resources 

● Revenue Model: the way of connecting together the three elements mentioned above with 

the purpose of making money 

 

 

According to Chesbrough (2011), service business models differ from product-oriented ones. 

While a product business model has in its focus mainly financial characteristics such as gross 

margins, inventory levels, failure rates etc., for service business models the most important metrics 

are rates of customer retention, the life-span of customer value and satisfaction of the customer. 

However, as the author argues “services innovation can be focused on each of the attributes in the 

definition of the business model” (ibid, p. 90), Fielt (2012) suggests that existing business model 

frameworks might be reconsidered when looking at them from a service logic perspective because 

its core focus is the customers and value creation for the customer. For instance, Business Model 

Canvas developed by Osterwalder and Pigneur (2010), “should more explicitly recognize the 

activities and resources of the customer required to create value and the move beyond the strict 

separation of the roles of the provider and customer (and partners) in the business model” (Fielt, 

2012, p.16). In order to understand the difference between product and service business model 

logic the following table is presented below. 

 

 

 

Business 

model 

dimensions 

 

Value logic 

 

 

Goods logic 

Value-supporting resource 

 

 

Service logic 

Value-supporting process 
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separately 

 

 

quality as revenue or cost  

savings  

 

Relationship costs taken into 

account  

 Less price elastic  

Profit logic based on managing 

external and internal efficiency 

integratively   

 

Table 1. Goods and service logic business models (based on Grönroos, 2007) 

Source: Fielt, 2012, p. 17. 

 

According to Grönroos (2006), the only creator of the value is the customer and not the provider 

when it comes to service logic. Value occurs and the customer perceives it according to its own 
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process of value creation. The provider, in turn, can only assist in this value-creating process.That 

is why the customer is considered as the one with whom this value is created and is usually a co-

creator of it (Vargo & Lusch, 2006). Service logic implies relationship marketing with the main 

focus on its long-term customer relationship. While, product logic is focused on short-term and a 

single payment transaction (Grönroos, 2006), the main difference is that transaction marketing has 

the scope of achieving new clients, while relationship marketing emphasizes customer´s 

satisfaction and commitment (Fielt, 2012). 

 

Value proposition from the service business perspective emphasizes that the service is the core 

solution for a customer’s problems, while the opposite logic implies that the product is a core 

solution and value cannot be added into goods or in the manufacturing process (ibid).Vargo and 

Lusch (2008) state that the service is the reason of the exchange between the producer and the 

client. 

A service logic implies total service offering, which means adding offering to support the client´s 

value generating processes. This can be done by designing and managing hidden services, which 

represent administrative, financial or technical routines that need to be handled and which can add 

value to the already provided services. In the case of product- based business models, hidden 

services do not enhance value. Furthermore, total service quality also needs to be taken into 

account in a service orientation; it must be checked what the customer thinks about both the 

technical quality of the outcome (what the customer gets) and the functional quality of the process 

(how the customer is provided with the service) (Fielt, 2012); while business models based on 

products emphasize just the technical quality. 

 

Organizational architecture from a product-based thinking has in focus goods which are produced 

by the provider and consumed by the customer, while service-oriented thinking implies that the 

production and consumption process overlap where producer and customer cooperate as co-

creators, creating a dependency of the provider on the consumer´s participation and making 

him/her a resource in the marketing process (Fielt, 2012). According to Grönroos (2006), the 

traditional marketing function needs to be enriched with an interactive marketing function, where 

the customer and the supplier are interacting. Consequently, all employees and other resources 

implicated in the process of service’ creation will be considered as part-time marketing resources. 

Furthermore, co-production also means the process when the customer participates in creating new 

service offerings (Vargo & Lusch, 2006). Chesbrough (2011) emphasizes the importance of 

involving customers into the innovation process due to the fact that it can assist on reaching a 

higher level of the company’s performance. Visnjic et.al. (2013) in their research of four complex 

service providers accentuated that the level of involving the customer and responsiveness is crucial 

in the way of achieving service’ success. When the customer participates in the process of service 

development, it gives him/her the opportunity to better learn the value of the service, meanwhile, 

the service provider starts to realize the way this service can be improved and might start to 

investigate and test with service provision.  The intellectual contribution of the customer is an 
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absolute necessity at the development phase of creating a new service. Moreover, the client should 

be an active participant of co-creation and R&D processes. Vargo and Lusch(2006) state that by 

doing this, companies can identify consumers´ needs, possess new knowledge which leads them 

to increase their performance and achieve a competitive advantage over the others. 

 

As for the revenue model component, revenue from services are based on total service offerings 

and making the service better is a way to grow the revenues, while for product-based logic revenue 

comes from the core solution and making the quality of the service better is a cost. Moreover, the 

prominent revenue for goods logic is from transactions, while for services the most important 

revenue is from the relationship where customer loyalty and repurchases play a crucial role. 

Additionally, the relationship marketing approach creates less price sensitivity from the customers 

and prevents them from preferring the competition because there is more to offer than just the core 

product (Fielt, 2012).   

2.6 Service business model frameworks and elements 

Even though that the literature in the domain of business models for services is still in its infancy, 

there are some authors who have proposed their own frameworks. 

2.6.1 Kindström’s framework 

 

Kindström (2010) states that in order to move towards the creation of business models for services, 

firms need to change and adapt all the elements of their model, not just to innovate the value 

proposition. Since the focus is on services and not on products, the focus in the parameters of the 

conventional business models moves towards services. Consequently, the author proposes a new 

framework of key elements for service-based business models: 

1. Value proposition-  

The new service is structured and the value which is created due to it is communicated to all 

potential consumers.New service development is done with the involvement of the customer and 

delivered appropriately to it. The company changes the way the client perceives it,from a product 

manufacturer to a service provider. 

2. Revenue mechanism- 

The price of the service is set according to the value perceived by the client and not by the costs 

of producing it. Moreover, the revenue limits can be developed by agreeing with the consumer. By 

creating new services the company is focused on creating value and identifying problems in the 

market.The firm finds a position in the market which empowers advanced revenue schemes. 

3. Value chain- 

The service development process is structured, where all stages are established and each employee 

knows his/her role in the process. Personnel awareness regarding the value they are promoting is 

increased and rewarded accordingly. There is a focus on finding new available resources for value 

creation outside the ones existing in the company. 
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4. Value network- 

The company is searching for new partners, including consumers and suppliers, or new 

opportunities that can improve and add value to their services. 

5. Competitive strategy- 

Service values are added to the brand. The firm´s goal is to differentiate its offering from the 

competition, to be unique and achieve a competitive advantage. 

6. Target market- 

The company addresses to the consumers it is targeting by adapting its offering according to their 

needs and the firm´s available resources with the purpose of supplying value for all types of 

customers. 

 

Companies that are willing to shift their business models towards services need to understand how 

to approach the development process of new services and have thorough knowledge of the 

conditions and customer needs in the market. Firms based on offering products have concentrated 

on developing and changing the value chain aspects (ibid). However, firms that want to realign 

their business models towards services have to focus on creating services which are in accordance 

with the changing needs of the consumer. This is crucial due to the fact that customer involvement 

is necessary in new service development. Firms must develop their innovation in service for 

innovative offerings and incorporate it in their business models, so they are not outgunned by the 

competitors (Kindström, 2010). 

2.6.2 The STOF Model 

This model was described and explained by Bouwman et. al (2008) which consists of the following 

elements: Service, Technology, Organization and Finance. This model was an outcome of business 

model research for electronic services. However, Bouwman and his co-authors (2008) position the 

STOF Model as an approach for (mobile) service innovation. It is not really our focus of research, 

since the direction of this paper is services in general; however, this model is worth of mentioning 

due to the fact that value proposition is related to “as service” and the business venture’s focus is 

on perspective of business network rather than on single firm (Fielt, 2011).    

The STOF Models consists of the following domains: 

-          Service domain. The main issue in creating a service is “value”: the company aims to 

deliver a value proposition and customers expect to perceive it. 

-          Technology domain. This element implies technological architecture and 

functionality. 

-          Organizational domain. Organizational components rotate around resources, 

technology, finance and marketing which have to be available in order to create a service. 

-          Finance domain. The most important and required resources are financial. Finance is 

a decisive factor for the services that have to be designed. 
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Table 2. The STOF Model  

Source: Bouwman et.al., 2008 

Bouwman et. al. (2008) describe the service concept in relation to the customer value proposition 

as a start up for the business model. Technology is also very important due to the fact that it can 

be an important driver for innovation in services as well as in business models. In the business 

model technology is recognized as a driver because it can be seen as an enabler of customer value. 

The connection between technology and organization explained in a way that the organization 

responsible for managing technologies is determined by these technologies. 

2.6.3 TCO model-Total Cost of Ownership 

 

Freiling et al.(2013) propose an innovative service-focused business model dedicated to the 

business to business sector, to mechanical engineering in particular, which is called total cost of 

ownership(TCO).”TCO means the estimation of all direct and indirect costs associated with the 

utilization of a technical infrastructure over its entire life cycle” (ibid, p. 245). 

According to the TCO model, saving money in the later stages of the life-cycle can compensate 

the expenses of the purchases from the beginning of the process. 

This business model offers new solutions for three essential elements: 

● Value proposition 

Contracts based on the TCO model ensure that the costs of the utilization of the equipment will 

lower over time. The costs of buying and using it are calculated and presented very clearly before 

the acquisition. The supplier increases its service offering by providing a more understandable 

service to the client (Freiling et al., 2013). 

● Value architecture 

TCO business models are innovative in the way the process of creating the new value is organized. 

There is a higher interaction between customer and supplier and adaptation to the needs of each 

other, in other words, it must be higher level of customization. Both customers and suppliers are 
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involved in the process, as a result forming a temporary team. A bigger customization and a 

significant resource adaptation from both sides take place (ibid). 

● Sales concept 

The total cost of ownership model proposes a system solution, the price is paid for the whole 

package, for the product/machine and service; the client cannot buy the product and the service 

separately. Even though the price for the acquisition of the entire package is higher at its 

acquisition, the customer saves money afterwards with the costs of the maintenance service, which 

are already paid and assured. This type of contract provides a long-term guarantee to the client and 

risks reducing both for suppliers and customers (Freiling et al., 2013). 

 

 2.6.4 Business model innovation framework by Visnjic & Neely. 

Service providers use business model innovation which implies changed ways of doing things in 

order to create, deliver and capture value, to sustain profitability and growth.  Visnjic & Neely 

(2011, p. 12) have proposed a framework that was developed in order to understand business model 

innovation in service-oriented organizations.   

 

Figure 2. The service business model framework 

Source: Visnjic and Neely (2011) 

This framework consists of several components and first of all, the authors claim that service 

business model innovation cannot occur in a vacuum. Instead service providers utilize an 



20 
 
 

 

ecosystem for business model innovation. Here, an ecosystem means the business environment 

where the service organization operates. It includes organizations that influence the ability of the 

service provider to create value such as collaborators, competitors, partners and customers. Service 

firms use business model innovation continually in order to find the most advantageous place 

within in their ecosystem to generate value (ibid). 

Following the important component of the framework is “value proposition” – value that is created 

for the customer by service firms responsible also for providing it. By innovating business models, 

service firms become involved in extending the already existing value proposition. It implies the 

shift from offering simple services towards a more comprehensive range of services. Expanding 

the variety of services or moving from service process to service outcomes lead to growth in 

revenues, while extending of the contract guarantees future revenues. Since service innovations 

cannot be patented as product innovations, competitors can easily imitate them. Due to the inability 

of service organization to protect the innovation, there is only one way when investment in 

innovation can occur, when it is protected by the contract. Consequently, the longer the contract 

is, the higher revenues are and the greater investment is (Visnjic & Neely, 2011). 

In order to create a new effective value proposition for the customers, it is very important to better 

understand their needs and the way they do business. Customers who are involved in co-creation 

of the services play an important role on the strategic and operational level (ibid). 

The next part of the framework is “value delivery” which explains the way the value is delivered 

to the customer. In the world of services, business model innovation is not a structured and linear 

process. Therefore, the innovation process of value proposition and delivering value is 

synchronous and ongoing. As well as innovating a value proposition, service companies can also 

change their way of value delivery. It is very often when the use of the technology helps to increase 

service delivery. If the service provider takes a decision to innovate their value proposition, it 

automatically means that delivery of service becomes more technologically dependent. The 

company might not have all the competences to provide proper delivery. However, this challenge 

can be resolved with the help of ecosystem by partnering (Visnjic & Neely, 2011). 

When service providers take a step toward business model innovation by taking more 

responsibilities and changing the system of delivering value, many risks can occur -   

“accountability spread”.   This next element of the framework means collective risk that service 

firms can be exposed to during their innovation processes. The company might be exposed to 

financial, operational, performance or other risks. However, potential risks can give opportunities 

for service providers to create a reward (ibid). 
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2.7 Framework 

This chapter provides an integrated theoretical framework which is developed on previously 

presented theoretical insights. The conceptual framework is created with the purpose to conduct 

analysis and answer the research questions of this thesis. 

An overview of the relevant literature presented above allowed the authors to conceptualize and 

to develop the framework illustrated graphically below which will help to answer two research 

questions of this thesis. In order to answer the first research question which revolves around 

exploring the process of the new service business model implementation, it is important to make 

a detailed overview of the business model components and factors that constitute them. 

Furthermore, this detailed analysis of the components will help to answer the second research 

question and to identify which are the most important ones in the process of adapting the new 

service business model. With this approach, an understanding of the company’s vital actions when 

transforming and implementing the innovative business model and enhanced knowledge regarding 

the most important components can be gained. 

   
Figure3. Framework for the analysis (authors’ elaboration) 
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The presented framework is based mainly on Kindström’s components of the business model for 

services and modified according to considered importance in the overviewed literature within the 

service context. The literature creates the basis for answering research questions, while there is a 

need for further empirical investigation in order to justify theoretical findings. Thus, this 

framework consists of several questions which will be used as the empirical objective with the 

purpose to explore if presented components of the business model for services are in the company’s 

focus which, in turn, will lead to useful information regarding how the company implements an 

innovative service business model.  

The illustrated framework shows that business model innovation starts with emerged strategic 

perspective to transform existing business model with the purpose to create value for the customers 

and better respond on changed market conditions, specifically fast changing customer demands. 

The transformation strategy implies changes of activities and processes within the company. As 

was mentioned above, the implementation process of the business model can be explored through 

a deeper insight into the components and factors which compile it.   

Since the customer composes the heart of the business model for services and co-creates the value, 

it has been decided to make it one of the higher-order components of the framework, which also 

includes additional characteristics. This component has an empirical objective to answer the 

question: to what extent does the customer co-create the value with the supplier? Value proposition 

is presented in all business model frameworks and is an essential part of every business. It implies 

all core solutions the company provides to the customer in order to solve problems and better 

satisfy increasing needs. Thus, it is considered to be another important component. Moreover, due 

to specific characteristic of services’ nature such as inseparability, because the service is produced 

and consumed simultaneously, value delivery component is included together with value 

proposition and compose together separate building block of the business model framework. That 

is why, while analyzing it is of interest to find out what value the company offers and how delivers 

it to the customer. Another important component selected for the framework is the value chain. 

Selling the service requires new value parameters in comparison with selling the product. The 

importance of establishing close interaction between a service provider and customer is crucial, 

because the customer can play the role of a co-producer in value creation. Consequently, it is of 

importance to examine the crucial aspects in the organization of processes when bringing value 

proposition to the customers. Value network component is chosen because of the fact that 

partnerships can help the business model actually function. As was mentioned by Visnjic and 

Neely (2011), business model innovation in the service sector cannot emerge in isolation, 

partnerships are helpful in creating value and in optimizing existing business models. Thus, the 

question expected to be answered is: what are the company’s key partners?  

However, some of the presented components of Kindström´s (2010) framework are not elaborated 

in this thesis, such as the competitive strategy and revenue mechanisms. It can be explained by the 
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fact that they were not mentioned in other frameworks after overviewing the literature. Since the 

primary objective of this research paper is to identify the most important elements of a business 

model in the service context, the focus will be put on the most frequently mentioned components 

from the theoretical findings. Thus, this thesis is focused on customer, value proposition and value 

delivery, value chain and value network components. 

3. Methodology 

____________________________________________________________________________ 

This chapter explains the methodological approach on how this thesis is conducted and how the 

theories will be connected. It presents the research purpose and approach, its design and strategy 

of the research. Furthermore, the data collection methods and the data analysis are described. 

_____________________________________________________________________________ 

3.1 Research purpose 

According to Yin (1984, referred in Zainal, 2007), there are three categories of a case study: 

exploratory, descriptive and explanatory. Exploratory case studies investigate researchers´ points 

of interest. This exploration is characterized by general questions, with the purpose of leaving an 

“open door” for future studies. The purpose of such study is to gain an accurate and deep 

understanding of the problem, to look for the insights and to explore ‘what is happening’ (Saunders 

et.al., 2009). A clear problem such as the stated research question is in the main focus of the 

exploratory research. The main characteristic of it is that this study is flexible and allows the 

researcher to change the direction if it is needed (ibid). 

The descriptive research is focused on describing various aspects of different situations or social 

settings. Saunders et. al. (2009, p. 140) assumes that “the object of descriptive research is to portray 

an accurate profile of persons, events or situations”. Furthermore, the researcher must include a 

descriptive theory in the beginning of the paper in order to introduce the phenomenon which will 

be investigated (Zainal, 2007). Explanatory studies “examine the data closely both at a surface and 

deep level in order to explain the phenomena in the data” (ibid, p.3). 

This case study is an exploratory research. The authors want to get a deeper understanding in their 

interest within the business model innovation process in the service industry and to reveal the most 

important key components of a service business model. In order to do this, they have created 

general research questions with the focus in responding to them, by investigating the theoretical 

framework´s application in the selected empirical case. 

3.2 Research approach 

3.2.1 Deductive approach 

According to Saunders et. al. (2009), the inductive approach implies developing a new theory 

based on the gathered data, while in the deductive approach a known theory is tested on a case that 

allow to develop a new knowledge in the investigating area. In this thesis the deductive approach 
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is utilized due to the fact that existing theoretical findings and models served as the foundation for 

the research paper. Collected data in the field of business models for service industry and further 

analysis at the chosen case company ISS allowed to draw conclusions and to obtain new 

knowledge.  

3.2.2 Qualitative method 

According to Denzin and Lincoln (1994), the qualitative research focuses on the writer´s 

interpretation of the studied subject within the topic´s natural settings. The author is involved in a 

high degree in the area in order to understand and come to the best results. Additionally, this type 

of research is a method of systematic inquiry of the investigated area with the purpose of creating 

findings out of collected evidence (Shank, 2002). Furthermore, this kind of study implies the 

collection of multiple empirical sources like case study, personal experience, interview, life story 

and scholars who conduct a qualitative research use unconnected data collection methods in order 

to get better understanding of the studied topic (Denzin & Lincoln, 1994).  

 

In this study, a qualitative method is exploited due to the fact that the authors have been deeply 

implicated in the research, they gathered information in a systematical way through various 

sources like the case study, interviews, books, databases, etc. In order to gain better understanding 

of the actual business model in the studied company, which by interpreting it will lead to 

responding to the research questions and revealing how innovation of the business model happens 

and which are its main components. The use of the qualitative method in this paper can be 

strengthened by the fact that the findings and answers to the research questions are based upon the 

scholars’ interpretation. Moreover, this research does not use measurements in data collection or 

its analysis and the purpose of this paper is to answer the research questions in order to draw 

conclusions. 

3.3 Research design and strategy 

According to Saunders et. al. (2009), it is very important to carefully consider the research 

design. The research strategy and design are directly influenced by the research questions.  

The main goal of the research design is to provide a plan for the researcher in order to answer the 

main questions of the thesis. Research strategy is also very important for the research process 

because as well as the research design, the strategy depends on stated research questions and on 

knowledge that the researcher possesses (ibid). There are different types of strategies: 

experiment, survey, case study, action research, ethnography, archival research and grounded 

theory. 

3.3.1 Case study 

Case study is the right strategy when the researcher tries to achieve an understanding of the 

decisions made by a company, how these were made and to analyze the incentives behind these 



25 
 
 

 

choices (Saunders et. al, 2009). Furthermore, a case study strategy comprises either one single case 

study or a multiple case design. 

 

In this paper a single case study approach will be utilized and represented by the company ISS 

Facility Services AB, which is a subsidiary of ISS group and the largest service company in the 

Nordic region and in Sweden. According to Baxter and Jack (2008), when researchers choose a 

type of case study, they should be prudent when choosing a single case. The reason for the authors 

of this paper selecting this specific single empirical case is due to their interest in it, the size of the 

company, its success and worldwide presence. Since ISS is the fourth largest employer in the 

world, the writers consider that the results coming from a deeper investigation of this firm will be 

sufficient in order to generalize conclusions. The company has been on the market for over 100 

years and as a consequence much can be learned from their experience. 

3.3.2 Delimitations 

The empirical data of this paper will focus only on facility services provided by the company ISS 

Sweden. The investigation and its results will not be based on ISS in general, but just on its 

subsidiary in Sweden, which is called ISS Facility Services AB. 

Additionally, the theoretical framework which will be further developed in this paper will take into 

account only the most significant elements of a service business model as considered by the writers 

after reviewing the existing literature in the domain. 

3.4 Data Collection 

Data collection plays an important role in a research process (Ghauri & Gronhaug, 2005). To 

investigate stated research questions, every study has a need for different forms of data. Data is 

divided into primary and secondary, where interviews and information collected by researchers 

from their original investigation are considered as the primary one. At the same time, secondary 

data is the data that has already been collected (ibid). This gathered information from multiple 

sources is used as pieces of the “puzzle” within the analysis, in order for the investigator to better 

understand the case (Baxter & Jack, 2008).  

3.4.1 Primary data 

Interviews are an important tool for collecting the data and in order to obtain specific information 

in the area in which the investigator is interested. When the interviewer takes a direct participation 

in collecting the data, he/she has the opportunity to control the process and also to find out the 

interviewee’s point of view (Saunders et. al., 2009).  

Saunders et. al. (2009) distinguish three kinds of interviews: structured, semi-structured and 

unstructured. The authors used the semi-structured interview format for this thesis, conducted via 

the telephone. The questions were formulated before the interview, having a clear idea of the 

required answers in order to collect the data. The questions asked were similar for each 

interviewee, when the conversation was open to additional questions. 
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Conducted interviews: 

1. Christer Ekelund, Marketing and Communication Director. 2013-04-18, 30 min. 

2. Mikael Lindberg, Sales Manager on Facility Services. 2013-04-26, 45 minutes. 

3. Christer Ekelund, Marketing and Communication Director.  2013-05-10, written interview.  

The reason of choosing these interviewees was due to the fact that they belong to different levels 

in the company. Furthermore, these persons are well qualified to answer the questions of this paper. 

However, the authors faced some challenges in their pursuit of receiving a more substantial and 

detailed information regarding different aspects of ISS business. This could be due to the lack of 

time or knowledge of the respondents, or because they could not disclose this data. 

Additionally, the writers of this thesis have chosen to conduct two interviews with Christer 

Ekelund, because the first interview was spontaneous and unexpected. After listening to the 

obtained information, the authors have to approach him again with further questions to get a better 

understanding for their research.  

The authors have tried also to conduct an interview with ISS customers, in order to understand the 

effects of the new business model of the company. However, it was not possible due to lack of 

time and unavailability of the contact person who is competent to respond to the questions. 

3.4.2 Secondary data 

 

The literature was gathered from articles, books from Halmstad University´s library or online from 

Google Books, from conferences and working papers etc. Proper information was found mostly in 

such databases as Emerald, Google Scholar, Springerlink, JSTOR, Web of Science and Elsevier 

and most articles were found in journals in the fields of Management and Marketing. Secondary 

data about the studied company-ISS was retrieved from the firm´s official websites, publications, 

annual reports and brochures.  

In order to collect the relevant data, the concepts of innovation in services, business models, 

business models innovation, service business model innovation, service-based business models 

and business models frameworks and elements as the dominant ones.  

This search resulted in collecting relevant and useful literature for developing a theoretical 

framework, which guided the scholars in their analysis. 

3.5 Data analysis 

 

Yin (2003, referred in Baxter & Jack, 2008), identified five kinds of analysis: pattern matching, 

linking data to propositions, explanation building, time-series analysis, logic models, and cross-
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case synthesis. In this paper, a pattern matching analysis will be implied because the theoretical 

review will be compared with the empirical findings. 

3.6 Validity and Reliability 

According to Baxter and Jack (2008), researchers using a case study approach need to fulfill some 

conditions, so the readers can evaluate the validity of the paper and these are: 

 The research questions are as clear as possible for the readers. This is due to the fact that 

individuals understand and interpret questions in different ways, according to their 

experience. According to Yin (1994) this is regarded as the construct validity and it can be 

increased by gathering multiple data collection sources in a logical order within the case 

study construction. 

 The case study design fits the research questions. 

  The data is gathered and managed systematically and afterwards analyzed properly, the 

sampling strategies should be appropriate for the empirical investigation.  

 

 

This thesis was developed with the purpose of providing a logical flow to the reader from the 

research questions to the conclusion. The first step in this research was gathering knowledge in the 

studied area by using a number of sources as information gathered from databases and from 

appropriate literature. The research questions were developed according to the purpose of the 

paper. Based on them, the interviews were composed and conducted and lately analyzed according 

to the knowledge acquired from the theoretical review. In order to provide the most accurate 

information, citations have been used. Additionally, the scholars were forwarded to the appropriate 

persons for responding to the interviews. The interviews were directly taken in English, so no 

translation mistakes can be taken into account. However, because English is not the native 

language of the interviewer or the interviewee, the conversations have been not that free and might 

have led to misunderstandings. 

 

According to Yin (1994), internal validity is applied for presenting a causal relationship. This 

paper explores how the most important elements in a business model and the transformation within 

them lead to an efficient implementation of an innovation in the service offering. 

Furthermore, Yin (1994) states that external validity is represented by testing the gathered theory 

in similar cases, where same results should be achieved. In this research, the external validity is 

not highlighted because a single case-study approach was implied and results cannot be compared. 

Thus, the validity of this paper can be further assessed by the readers of this thesis.  

 

The paper is reliable when the investigation can be repeated and the same results will be achieved 

(ibid). This is represented In order to receive the most comprehensive responses from the ISS 

Company, the interview questions were developed and sent to the interviewees before the 
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discussion with them. In this way, they had time to prepare their answers and provide valuable 

information. The authors are keeping the collected data in a private database and also recorded the 

interviews in order to increase the reliability of this research and its results. As Baxter and Jack 

(2008, p. 554) advised “using a database improves the reliability of the case study as it enables the 

researcher to track and organize data sources”. The interviews have been recorded, so the authors 

could come back and reformulate in the best way the answers of the interviewees and minimize 

the risk of misinterpreting the answers. 
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4. Empirical study 

____________________________________________________________________________ 

This chapter introduces collected empirical data from the interviews, official website and annual 

reports. These empirical findings will be further used a basis for data analysis.  

______________________________________________________________________________ 

 

4.1 Company background 

ISS (Integrated Service Solutions) Group is one of the largest companies in the world offering a 

wide range of facility services like: facility management, cleaning, catering, security, support 

services and property services, both for the public and private sector. This company has been in 

the market for a very long time, founded in 1901 in Copenhagen, Denmark as a small security 

firm. 

Currently the company is present in over fifty countries  across Europe, Asia, South America, 

North America, and Australia; having more than 530,000 employees, making the company the 

world's fourth-largest private employer (ISS Group, 2013). 

ISS Facility Services AB 

ISS Facility Services is ISS Group´s subsidiary in Scandinavia, being the largest service company 

in this area with 12 000 employees in Sweden and 44 000 employees in the Nordic region. ISS 

Facility Services AB is part of ISS A / S which is the Danish parent company of the ISS Group 

and owned by EQT(ISS Sweden, 2013). In 2012, the revenue from the Nordic countries was of 

22% of the Group´s revenue, Sweden having almost a quarter of the Nordic profit (ISS Annual 

Report, 2012). 

The success of the company is in its multi-local approach which makes ISS Sweden independent 

with the ability to operate and control the company locally (M.Lindberg, personal communication, 

2013-04-26).  This approach implies a high level of local incentives and freedom to operate in 

regard to the specific local market demand instead of having a general scheme that should fit all. 

This lean corporate structure helps to keep overheads low and, in turn focus only on essentials (ISS 

Group, 2013). 

The company offers services like catering, business services, cleaning, real estate services and 

facility management (ISS Sweden, 2013). However, the way these services are delivered, how the 

company actually catches every customer´s opinion and the way of how they want to have the 

service delivered, is up to each country´s organization and each operation´s organization to find 

out.Every country has a product-based ability to act on autonomously (C.Ekelund, personal 

communication, 2013-04-18). 
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4.2 ISS business model. 

ISS has a relatively new vision, to be the world´s greatest service organization (ISS Group, 2013). 

In order to achieve this, the firm´s business model has been transformed from a product-oriented 

to a customer-oriented approach, having a focus on developing leading value propositions to its 

customer segments (ISS Annual Report, 2012).   

According to C. Ekelund (personal communication, 2013-04-18), the reason for this 

transformation was  to generate higher value for ISS owners and to follow the tendency in the 

world of shifting from a product to service oriented business model with the purpose to grow and 

increase profitability (M.Lindberg, personal communication, 2013-04-26). Moreover, such a 

process does not happen overnight, it can take years before it is out in the whole organization, it is 

a process of shifting mindsets. The company is taking a lot of action in order to fulfill this and it 

is all from reporting systems, education and customer surveys, actions that were not done before 

and are done now. Furthermore, he states: ”We are changing from an inside out perspective to an 

inside in perspective. What do customers actually need, what do they want to have? It sounds very 

simple and maybe it is, but ISS comes from a very product oriented aligned way. We have always 

been trying to achieve high efficiency, high opportunity and this has not always come from the 

customers. We will still continue to deliver excellent service and continue increasing efficiency 

but we do it from a customer perspective. When you do a change like this, you have to measure 

product satisfaction, but of course also customer satisfaction. We do this in the same way in all 

fifty countries and according to the same routines”. 

 

M. lindberg (personal communication, 2013-04-26) further stated: “The transformation process 

from a product-oriented to customer-centered business model is an ongoing process currently and 

it is still a journey for ISS to reach this goal”. The situation in the company is still twofold and ISS 

Sweden follows both directions at the same time. If the customer purchases a single cleaning 

service from ISS 2 hours per week, then the way of delivery of service is more product-oriented, 

but a good relationship with the customer still can be maintained. However, the contract with one 

of the nuclear plants in Sweden represents some kind of partnership which implies ongoing 

interaction and constant meetings with the customer, offering a lot of services and having a lot of 

employees involved. In this case, the customer-centered approach is clearly observed (ibid). 

The main change that took place in the company is moving management teams closer to ISS 

customers. During the service delivery process the need for presence of managers in the area where 

the customer is located emerged. Establishing management teams around important customers 

became a major change in the company (M.Lindberg, personal communication, 2013-04-26). 

One of the main challenges during this transformation was the change in the employees’ mindset, 

they were accustomed working one way and suddenly they had to start providing more services 

and were organized by another part of the company. However, it was not seen as a big challenge 
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but a rather small barrier. In order to overcome it, the employees were trained and communication 

in order to provide new information was established. Some of the employees have met these 

changes as an opportunity to learn something new (M.Lindberg, personal communication, 2013-

04-26). 

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    

The current business model of ISS is related to their Value Chain, which is the tool for 

implementing The ISS Way strategy.The Value Chain helps the company in their annual planning 

process by assessing all the aspects of the business and also the employees to understand how to 

perform their jobs and create value (ISS Group, 2013). The illustration of the ISS Value Chain is 

presented in the following figure: 

 

Figure 4. The ISS Value Chain  

Source: ISS Group (2013) 

The ISS Value Chain serves as a management tool which helps to implement the company’s 

strategy. All the elements of the presented Value Chain are interdependent and even one weak 

element can break this chain. In order to better explain all the stages in the given illustration, it is 

important to start from the Business Growth element. One of the main aims of the company is to 

create shareholder value. This can be achieved from a profitable growth. On the other side, the 

Business Growth is achieved with the help of customers who enlarge their businesses with ISS and 

renew their contracts. Moving further, the business platform component is served to determine the 

http://www.issworld.com/about_iss/strategy/pages/business_model.aspx
http://www.issworld.com/about_iss/strategy/pages/business_model.aspx
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customer segments and services that have to be delivered. The acquisition element which preceded 

the business platform component is needed as a useful tool in the ongoing development of the 

company and mainly used to improve ISS’s ability to compete in the market and enlarge its service 

capabilities. The following component of the value chain is represented by a strong service 

concepts in order to attract the customer. The service concept element is illustrated as a result of 

coordinated decisions made for the business platform. Employee engagement stage implies all 

company’s employees who are involved in their jobs and are strongly motivated as an essential 

part of a strong ISS team.  Employees are the direct providers of service concepts and responsible 

for delivering service value for their customers. Employees are directly responsible for customer 

satisfaction which measures the created customer value (ISS Group, 2013). 

 

4.3 Facility Management 

Facility Management in ISS represents an Integrated Facility Management model which implies 

that delivery of services occurs through gradually integrated people, processes and management 

(Facility Management, 2013). 

 

4.3.1 IFS (Integrated Facility Services)  

 

The ISS key target is to satisfy the specific needs of customers from various industries and 

especially the increased demand from multinational companies, by offering them extensive added 

value (ISS Group, 2013). Service offerings of ISS are represented by various services such as 

cleaning services, support, catering, property and facility management services. It is delivered as 

a single-service and as multi-services (IFS). IFS is an offer of several services at once under one 

contract. It gives the opportunity to integrate the facility service functions at the customer's 

premises. With the offer of an IFS solution, the customer can benefit enormously in a form of 

added convenience and service excellence (ISS Annual Report, 2012). This service delivery is the 

integration of qualified service solutions for the client's core business with the purpose of raising 

quality, to promote control and reduce costs (ISS Group, 2013). “The shift towards offering two 

or more services simultaneously (service package) for the customers became a prominent priority 

for ISS Sweden”(M.Lindberg, personal communication, 2013-04-26).  

   



33 
 
 

 

 

Figure 5. ISS Facility Management 

Source: ISS Group (2013) 

 

4.3.2 People management 

 

“The key activity is a service delivery. In order to have a good service delivery, we must make 

sure that we have the right people, procedures and materials” (M.Lindberg, personal 

communication, 2013-04-26).  

The number one resource at ISS is its employees and the corporation is very competent in people 

management (leadership skills, HR and EHS policies, employee training, and labour legislation) 

(ISS Group, 2013). The organization´s workers are its representatives in the field, through their 

daily work the firm delivers its services, creates and sustains value for the customers. “Our strategy 

is to deliver integrated facility services with our own people in a local organization”(M.Lindberg, 

personal communication, 2013-04-26). ISS strategy, The ISS Way is based upon the principle that 

engaged employees are a prerequisite for satisfied clients. As C. Ekelund (personal 

communication, 2013-04-18) explained: “Motivated employees will get satisfied customers who 

will generate higher internal profits and that will generate higher value of the ISS Group. That is 

what it is all about”. 
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Resultantly, the vision and the strategy of the Human Resource department plays a crucial role in 

achieving ISS strategic objectives (ISS Annual Report, 2012). This is the reason why all ISS 

employees are trained in service excellence in order to deliver excellent services (Facility 

Management, 2013).  

 

4.4 Customer focus 

At ISS, the essential focus is put on the customer. “Being customer oriented is the other side of the 

same coin, of being product oriented, taking one step backwards in the value chain” (C. Ekelund, 

personal communication, 2013-04-18). 

It is important to identify and satisfy the specific needs of clients from all over the world and build 

long-lasting relationships with them. One of the ISS leadership principles is to put the customer 

first. According to this principle, “it’s not until you actually become your customer that you can 

really offer excellent service – when you live and breathe your customers’ needs, knowing what 

they want even before they do, anticipating their ever changing needs. It’s almost like having a 

sixth sense” (ISS Group. 2013). The company is very proud to serve its clients, they constantly 

look for ways to overcome the challenges that customers encounter in order to satisfy their needs 

(ibid). 

According to C. Ekelund (personal communication, 2013-04-18) in order to identify the 

customers´ needs, it is important to always have an organization that is closely connected to its 

customers, which means that its interests are aimed in having a close dialogue with the customer. 

One of ISS´s business model concepts is customer experience, which is what the client experiences 

out of what the company delivers and the way it acts on a daily basis. “In a more philosophical 

way, if we get a contract on a hospital you can look at that contract like we are cleaning floors, but 

you can see it from another angle and say that we are helping patients as well. We do that by 

cleaning more the floors. It is more about putting our own delivery in another context, in the 

customer´s context; not looking from our perspective-cleaning floors, from the customer 

perspective, we are helping the customer to cure patients”(C. Ekelund, personal communication, 

2013-04-18).  

Surveys are the core element of measuring the customer´s experience at ISS. Besides surveys, the 

company has also other methods of indirectly measuring customer satisfaction by reviewing the 

service purchase frequency of their client. “If they buy over and over again a contract with ISS 

that means that they are pretty happy with us” (C. Ekelund, personal communication, 2013-04-

18). Moreover, the customer retention rates are an important indicator when measuring the 

performance of the company (ISS Annual Report, 2012). 
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4.5 Service development process 

The organizational structure of the company implies the fact that the part of ISS Sweden which is 

responsible for facility services is divided into several business units. Every business unit 

represents its own sector and deals solely with the customers from one business field. For example, 

the industry unit is involved with manufacturing industries, nuclear power plants etc. Another 

business unit has contracts with hotels solely. The business unit for hospitals manages all contracts 

in order to deliver services to hospitals. Also, a separate organization exists which is responsible 

for all single service cleaning contracts. For instance, if Halmstad University purchases only 

cleaning services, then the contract is managed by this cleaning organization. In order to follow 

the main strategy towards integrated services, the service offerings to the customer might be 

extended with the purpose to provide other additional services (M.Lindberg, personal 

communication, 2013-04-26).  

“We work continuously on improving our services” (ibid). There is a special organization within 

ISS Sweden for sharing of knowledge and practices regarding the latest findings in all kinds of 

services and this information is further distributed across employees and implemented into 

customer contracts.  Suggestions for the improvement of the company’s services also take place 

and are further discussed in the levels of the organization (M.Lindberg, personal communication, 

2013-04-26). 

“We have this, what we call Development Forum, where we discuss all the findings and spread it 

at all organizational levels. The regularity of these meetings varies from area to area. For example, 

when it comes to nuclear sanitation, which was one of my responsibilities, we have them twice a 

year at a high level; at lower levels of organization we also have it quite regularly”(M.Lindberg, 

personal communication, 2013-04-26) . 

One of the key aspects in the Development forum is involving the customer. “When it comes to 

services in nuclear power plants, we definitely involve the customer into these forums because it 

is very important for us to understand the customer needs and to share the findings we have” 

(M.Lindberg, personal communication, 2013-04-26). This is how ISS creates value for its 

customers. 

The level of involving the customer varies from business unit to business unit. At some business 

units the customer is not involved in the development process of services. However, a Nuclear 

Plant customer is involved almost on a daily basis in order to improve the service delivery process. 

It is very important to communicate with the customer especially on large contracts with the 

purpose of better satisfying customer needs, provide solutions to emerging problems and to receive 

feedback. “This is what we call continuous discussion for improvement delivery of services” (M. 

Lindberg, personal communication, 2013-04-26). As was stated by C. Ekelund (personal 

communication, 2013-05-10), involving the customer is more a rule than exception, especially 

when it comes to large IFS contracts.   . 
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4.6 Partnerships 

One of the ways to do business for ISS is creating beneficial partnerships with customers, suppliers 

and employees. Collaboration with industry organizations and stakeholders helped to  drive change 

into the market and improve the performance of the company. Local operations create a lot of 

partnerships with local communities, NGO’s and authorities (ISS Group, 2013).  

According to ISS Group (2013), ISS has partnerships with organizations from all the industries in 

which it offers services. Some examples which can be mentioned are: 

FM Industry: IFMA-the biggest global association in the world for professional facility managers. 

IFMA Foundation is another association, which is part of IFMA and encourages the education of 

facility management professionals by investing in their education. 

Property industry: BOMA-The Building Owners and Managers Association is an organization 

with the purpose of enriching the assets of the real-estate industry. 

Cleaning industry: ISSA-The Information Systems Security Association is a non-profit 

organization that wants to enlarge the knowledge of its members who work in the domain of 

information security. 

Security industry: Security League,”The Ligue is an association of private security organizations 

throughout the free world.” 

IMD-International Institute for Management Development, it is an institute which offers education 

for executives. It provides open enrollment programs for them, but also helps companies to expand 

their networks. 

 

“ISS Sweden is looking to have partnerships. In many agreements we state that we have to work 

in partnerships. But for us, a partnership is when you have an open dialogue between customer 

and service provider where the problems and challenges are discussed in a free manner. Solutions 

can be found in a cooperative manner together with the customer” (M. Lindberg, personal 

communication, 2013-04-26).  

4.7 Strategic initiatives and Innovation in ISS 

The change of business model entailed forming a set of leadership principles in order to build a 

delivery platform based on defined business processes. “However, the most important 

improvement is that our basic single service delivery has evolved into an integrated facility service 

delivery” (C.Ekelund, 2013-05-10).  It was defined also which market segments to approach and 

how to create operational processes, value propositions and key messages aimed towards each 

industry (ibid).  

“We really hope we will become even more innovative in Sweden but currently it is hard to draw 

any conclusions. For example, ISS have started to use LEAN as an operational model in some of 

our contracts. We don’t have a department developing services, this takes place mostly on site 

together with and in a contract” (C.Ekelund, 2013-05-10). This operational model is some kind of 

data warehouse and business intelligence platform called ISS@Insight which was developed 
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together with the Global Bank. This is a platform and solution that can be used worldwide on large 

contracts (ibid). 

“We don’t create services, we create concepts based on existing services since we take over in-

house services to begin with. When they are outsourced, we package and deliver them in a more 

efficient way than earlier” (C. Ekelund, 2013-05-10). In other words, the main innovation that took 

place in ISS was not changing services in their nature but improving the way of the delivery by 

offering combination of services in order to improve the company’s performance and create value 

for their customers. The packaging of services or integrated facility services allowed for the ISS 

to offer innovative solution to their customers and increase the offered value. 

 

5. Analysis 

____________________________________________________________________________ 

This chapter contains the analysis of collected empirical data according to the developed 

theoretical framework presented earlier in this thesis. 

_____________________________________________________________________________ 

 

5.1 Business model transformation 

According to the collected empirical data, ISS introduces its current business model framework in 

a form of the structured value chain which is the tool for the implementation of the company’s 

strategy. It consists of several interrelated elements which are believed to be the most important in 

order to sustain successful performance. However, theoretical findings highlight the importance 

of taking a more generic approach when adopting the business model (Amit & Zott, 2012), which 

implies the integration of all business model elements (Kindström, 2010) and applying through the 

entire business venture (Visnjic & Van Looy (2013a). It does not go along with the company’s 

structure of the business model due to the fact that some of elements are found missing and the 

generally the value chain represents an essential part of the business model framework.  

The reason for business model transformation of ISS goes along with the world’s seismic shift 

from product-oriented economies towards offering more services due to increased profitability and 

growth that services can bring. It can be explained by rapidly growing competition between the 

companies which produce goods and in order to survive service became a major resource of 

competitiveness and profit. This shift concerns not only manufacturing companies which 

implement new strategies by offering a combination of products and services, but also ‘pure’ 

service organizations as ISS that realize the benefit of a service-oriented approach where the core 

focus is the customer and value creation. 
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ISS is not an exception. The driving force for ISS to make these changes was the strategy to 

implement a customer-centric approach in the company’s performance and add new value to their 

customer. It is relevant with the findings of Sorescu et.al. (2011) who argue that in order to meet 

fast changing customer values companies take an initiative to innovate their business models. 

Moving towards a customer-oriented business model is still an ongoing process for ISS which 

implies a lot of actions and changes. It is supported by the fact that the situation in the company is 

still dual and implies a combination of product-oriented and customer-centric approach to their 

customers. 

The service logic of the business model stresses the customer’s central position beyond all the 

others (Fielt, 2012). The relevance of this statement takes an important place within ISS and 

implements it by establishing very close interaction with the large contract customers by locating 

management teams in the operational territory of the customer. It was the main change embedded 

by ISS and is discussed thoroughly further. 

One of the main improvements in the process of transforming that took place in ISS was creating 

integrated facility services in order to add value for the customers and implementing a business 

platform which could serve as a solution for larger contracts globally.  However, Visnjic and Van 

Looy (2013a) argue that in order to benefit from innovation in services, there is a necessity to 

create a practicable business model and apply it across the entire organization and it is not enough 

to innovate solely the value proposition. 

Transformation of a business model often gives rise to challenges and conflicts in the company 

(Chesbrough, 2011). In the case of ISS the challenge occurred among the employees and their 

ability to adapt to changes. In order to overcome it, the company successfully implemented training 

and intensified communication. 

Transformation process can be better understood while looking at the components in a more 

detailed way.      

5.2 Value proposition and value delivery 

One of the core elements of all business model frameworks is value proposition, due to the fact 

that business model is nothing other than the value which is offered by the company to their 

customers (Osterwalder & Pigneur, 2002). Value proposition is everything the company offers to 

their target customers.    

The ISS value creation process is represented by service offerings and by employees who directly 

deliver them to the customers. Value proposition at ISS is a service portfolio which includes 

different services that the customer can purchase according to his/hers preferences and wants. The 

value of service offerings differs in regard to various customers’ needs and intentions to buy. 
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However, the main intention for ISS is to follow and satisfy increased demands of the customer 

by providing them with extensive value. The process of responding to consumers’ needs and, thus, 

creating value is observed in ISS by extending the traditional single-service offer to multi-services 

(integrated facility services). The improved performance of services was made with the purpose 

for the customer to benefit significantly in the form of raised quality and reduced prices. This 

observation goes along with the statement of Visnjic and Neely (2011) that innovation of a 

business model entails enlarging the existing value proposition. According to M. Lindberg 

(Personal communication, 2013-04-26), the shift towards offering a service package is a prominent 

priority of ISS. It explains the fact that ISS is still an ongoing process in order to reach their goal. 

As was mentioned in the ISS Annual Report (2012), an offer of integrated facility services is a 

solution for the customer to create convenience and improve service excellence. This could be 

seen in the Fielt (2012) argument that within a service business context service, first of all, this 

should be viewed by the company as a core solution for a clients’ problems. Moreover, Visnjic 

and Van Looy (2013) argue that in order for the company to manage the shift towards better 

responding to customer needs, they have to become “problem solvers” and they have to be able to 

successfully organize the service delivery process. ISS provides a resolving activity to their 

customers by maintaining constant interaction in order to quickly respond to emerged problems. 

It is related to the fact that value proposition has to solve the customer’s particular problem. 

Following the argument of Visnjic and Neely (2011) regarding simultaneity of the value 

proposition and value delivery processes, it is very important to mention that if the company 

innovates a value proposition, it automatically means that value delivery has to be also improved. 

Value delivery in ISS is represented by their employees. Through working staff the company 

actually delivers services and, thus, value to their customers. With the change of the value 

proposition ISS had to provide trainings to their employees in order for them to learn how to deal 

with new responsibilities which emerged with the offer of new services. However, more serious 

changes did not have a place in the company. 

Employees are assumed a key resource for ISS and highly appreciated. Moreover, there is a strong 

belief within the company that only happy and motivated employees can be a source of higher 

profits and higher value for the ISS company due to the fact that they have direct impact on 

customer satisfaction. This attitude is in parallel with Kindström's (2010) statement that the 

delivery of service significantly influences customer´s retention and satisfaction. 

 

5.3 Customer 

Customer is a core element in the business model of a business due to the fact that they are creators 

and co-creators of the value proposition. The customer is considered a creator of a new value 

proposition because he/she is the one who evaluates and decides if value was created by the 
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supplier (Grönroos, 2006). According to Visnjic and Neely (2011), in order to develop valuable 

services, companies have to find the needs of their consumers. According to both interviewees, C. 

Ekelund and M. Lindberg,  when clients want to acquire services from ISS, the company 

communicates with them and they can choose which services are most appropriate for their wishes. 

Afterwards, ISS tries to find proper solutions and to adapt its offering according to the customers´ 

needs. 

However, even though that most of the information obtained about ISS claims that the customer 

is the company’s main focus and that the firm always tries to find new modes of discovering the 

wants of its clients, there is not enough evidence on the ways through which the organization 

actually reveals its clients´ needs. Furthermore, the company states that in order to find its 

consumer´ needs and deliver excellent services, the company needs to become one of them. This 

cannot be observed and justified by the gathered empirical data. 

 

The vital role of the customer in the service industry is further highlighted by Chesbrough (2011), 

who states that the service is an exchange, a continuous process which ends when the customer is 

satisfied, not after the contract for provided services is signed. Value creation within the service is 

interactional. The importance of continuously satisfying the customers can be seen in ISS case, 

where the company has developed the Integrated Facility Services in order to provide extensive 

value to its existing and potential clients even after the contract has been signed, by repackaging 

services in a different manner. Here, the consumers have the choice of selecting the appropriate 

group of services for their businesses. Consequently, the customer is also considered as the one 

with whom this value is created and is usually a co-creator of it (Lusch & Vargo, 2006). Through 

this exchange the customer is involved and he/she can express his/her needs and come with 

solutions for service improvement. Resultantly, value is created. ISS is very active in involving its 

customers and making use of them as co-creators for services. As was specified above, through 

the discussions that ISS conducts with its clients, new ideas and advice from the customers can 

arise and improve the company's offering. According to Visnjic and Neely (2011), customers who 

are involved in co-creation of the services play an key role on the strategic and operational level 

and this is noticed in the success of ISS, being one of the largest service companies in the world. 

 

Moreover, the information provided by ISS Group (2013) states that it is important for the 

company to build long-lasting relationships with clients from all over the world; which is in 

concordance with the theory that argues that service providers are very focused on relationship 

marketing, which means creating long-term relationships with the customer (Grönroos, 2006; 

Fielt, 2012), in order to achieve their satisfaction and commitment so they want to continuously 

purchase services from the same provider and as a result bring profit to the company. 

 

In order to find out how satisfied their customers are, ISS has included into their business model a 

concept named customer experience. This is what the client experiences out of what the company 

delivers and the way it acts on a daily basis (C. Ekelund, 2013-04-18). Surveys are the core element 
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of measuring the customer´s experience at ISS. Besides surveys, the company has also other 

methods of indirectly measuring customer satisfaction by reviewing the service purchase 

frequency of their client. “If they buy over and over again a contract with ISS that means that they 

are pretty happy with us” (ibid). Additionally, customer retention rates are also an important 

indicator when measuring a firm´s performance (ISS Annual Report, 2012). 

 

 

 

5.4 Value chain 

Studying the case company and gathered empirical information from ISS regarding the 

organization of service development process reveals the fact that it is well-structured and all the 

employees are vested with specific responsibilities within the organization. It can be seen that ISS 

is divided into several business units which are responsible for particular sector. Every business 

unit is separated with regard to the business area of the customer. If the customer operates in an 

industry area, then the business unit manage contracts solely within the industry sector. The same 

arrangement works for other business units which are solely responsible for either the hotel or 

hospital sector. This organizational architecture represents a well-organized value chain where all 

organizational roles are established and dedicated to specific areas of services. Thus, it gives for 

ISS a significant advantage because personnel clearly understand what their exact responsibility is 

in order to create value for the customers by service promotion. This finding goes along with 

Kindström's (2010) explanation of the value chain where the service development process should 

be structured by establishing all stages and personnel possessing their own role within this process. 

However, according to Chesbrough (2011), innovation of a business model goes along with the 

necessity to improve the value chain. In other words, innovate the process of creating new value 

for the customers (Freiling et.al., 2013). It implies the fact that closer collaboration and interaction 

with the customer should take place. The importance of establishing very close relationship with 

the customer in the service sector is explained by the specific nature of a service where the 

production and consumption of service overlap. In this case, service provider interacts with the 

customer as the co-producers of the service. This specific and crucial finding for the service 

industry took a very important place within the ISS Company, especially on larger contracts. In 

order to deliver the value proposition according to customer wishes, a major improvement 

happened at the company such as establishing management teams in the area where the customer 

operates. The company recognizes the demanding nature of services and the necessity to be closer 

in order to efficiently and quickly provide solutions for all customer problems. 

Moreover, co-production also implies the process of customer participation in creating a new value 

proposition (service offerings) (Lusch&Vargo, 2006). It relates to the ISS creation of the 

Development Forum where twice a year the latest findings within the service industry and 
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suggestions for improvement of the company’s performance are discussed. It is a necessity in ISS 

to involve the customer in these meetings where feedback and suggestions are appreciated. It is 

explained by the ISS need to take over customers’ activities and establishing closer communication 

when more services are offered in order to provide value. The importance of involving the 

customer is accentuated as crucial in order for the company to achieve success and also as for the 

customer to benefit. The success of this cooperation is significant for both participants due to the 

fact that customer learns more about the value of the service and the service provider starts to 

understand how the service might be improved (Visnjic et.al., 2013). It is related to the ISS 

statement that involving the customer is more a rule than an exception, especially for large IFS 

contracts. 

The sharing of knowledge and closer communication is acknowledged between ISS and their 

customers. However, there is a lack of clarity regarding communication between business units in 

order to distribute collected information within the company, even though it was mentioned that 

distributing of information happens at all the levels among employees. In other words, it is not 

explicit how the business units communicate with each other at lower levels with the purpose to 

integrate services or find integrated solutions and the way they are provided to the customer.   

 

5.5 Value network 

ISS is part of an ecosystem, and as mentioned by Visnjic & Neely (2011) this is the environment 

where all firms are operating. These organizations affect each other through the interaction 

between them as collaborators, competitors, partners or customers. 

 

Even though ISS does not include a separate element in its business model called value network, 

the company is very aware of this factor. According to Kindström (2010), a value network is a 

component of the business plan, which aims at improving or adding value to services by the 

continuous search of the company for new partners or new opportunities. ISS is always looking 

for new partners, the corporation is very conscious of this aspect and they try to make partnerships 

with organizations from all the industries in which they provide services. 

 

Examples of this are the organizations with which they collaborate like IFMA, BOMA, ISSA and 

IMD. The common aspect of these institutions is that they are dealing with educating professionals 

in specific domains of activity. From the choice of its partners, it can be seen that ISS 

acknowledges the importance of new knowledge. The company wants to learn from others in order 

to provide new knowledge to its employees, who are an important resource. Consequently, this 

information exchange with the workers will lead to an improvement in their performance and to 

better services. This knowledge transfer is important at all levels, and this is why ISS chooses to 

train its executives through the International Institute for Management Development. 
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However, as Visnjic and Neely (2011) advised that firms should act, ISS  is learning from their 

customers too, by having an open dialogue with them where the problems and challenges are 

discussed deliberately and solutions can be found through the cooperation between the 

parts(M.Lindberg, personal communication, 2013-04-26).They are the company´s  key partners 

for value creation. 

 

These collaborations with industry organizations and customers helped to drive change into the 

market and improve the performance of ISS. Together with this, as the theory stated (Visnjic & 

Neely, 2011), this ecosystem can help the corporation to innovate its business model and as a 

consequence, its services. 
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6. Conclusion 

In this thesis the authors have discussed the process of business model innovation in the service 

industry and overviewed the components which compile a business model. Through the analysis 

of the proposed theoretical framework and the data from the case company, the process of 

implementing new business model in services has been explored and the most important elements 

and factors that constitute each building block have been identified. 

RQ 1. How does the company introduce and implement an innovative business model in the service 

industry? 

 

The research has revealed some facts while studying the chosen case company: 

 There is a lack of clearly expressed and explicitly articulated business model. 

This concluding remark can be supported by the fact that the company’s business model is 

officially introduced as the value chain. However, according to the theoretical statement, the value 

chain is only one of the elements which compose a business model. Additionally, findings in the 

literature ascertain that the business model concept is more an integrated notion of all the activities 

within the company aimed to create and capture customer´s value and as a result to generate 

revenue. Empirical data revealed the fact that some of the components are missing, such as the 

value network and the revenue mechanism. This missing link can be explained by the fact that the 

business model concept is a new phenomenon and still lacks theoretical grounding, with no 

universally accepted definition even if its beneficial importance is acknowledged among scholars 

and practitioners. Thus, a company might not realize and have some sort of confusion regarding 

what the business model really is and it can create difficulties in implementation of it. That is why, 

the company should take a more generic and integrated approach when transitioning towards a 

customer-centered business model, which implies aligning all activities and distributing them 

across the entire company. 

Business model innovation is represented as a tool of transformation (Zott et.al, 2011). The 

innovation of an existing business model of a given service company takes place by moving 

towards a customer perspective with the purpose to better meet their changing demands and needs. 

Close collaboration with customers and their involvement in the process of developing services is 

identified as a major priority and incentive when changing activities. The research has shown that 

the customer is a vital element when the service company implements a new business model. 

Continuous discussions with the clients are necessary in order to improve the service delivery, 

customer needs are better satisfied, feedback from them can be gathered and as a result solutions 

to their problems can be provided. Customer centric approach, in turn, initiates innovation of the 

existing services that require changing of all company’s activities in order to achieve expected 

positive result. Thus, 

 Customer is a crucial and vital element in business model innovation within the service 

context 



45 
 
 

 

However, the empirical evidence reveals the fact that customer focus is not completely 

implemented by the company because currently the product and customer approaches are 

combined. Moreover, customer involvement level varies from business unit to business unit and 

is more profound for large contracts. Hence, it can be concluded that the company is still in its 

ongoing transformation process towards desired direction which implies solely customer centric 

approach. Moreover, there is a lack of clarity regarding communication, sharing knowledge and 

obtained experience between different levels within the company, specifically between top-

management and lower levels and if there is a project leader who is responsible for organizing the 

processes that lead to developing new services. If an obtained experience regarding customer needs 

is not transmitted across all the levels in the company, then it might create difficulties in the process 

of creating and delivering new service concepts among the employees at the lower levels. It can 

be also a burden when the changes should be applied throughout the entire company. Thus, 

 The implementation of new business model is considered slow and require more activities. 

 

RQ2. What are the most important components which constitute a service business model? 

 

The transformation process of a business model can be better understood through a detailed 

observation of its components which might reveal the following results. 

First of all, the service business logic stresses the importance of the customer focus with the key 

notion of customer value creation. It has been identified that a service company should not be the 

only provider of the service offering, but rather a problem solver of the emerging problems and 

challenges. Within this, it is concluded that a service company needs to establish a deep 

relationship with the customer and co-create together in order to add more value. The customer is 

considered as a co-creator of value because within the exchange that happens between the client 

and the supplier, the client is the one who decides if the service has value. The importance of 

customer focus, co-creation and establishing higher level of information sharing between the 

service provider and the customer is supported by the empirical findings of this thesis.    

Secondly, during the transformational process of a business model it is also very important to take 

into consideration the value proposition component. Additional value-adding services have to be 

included in the value proposition of a service company. In other words, one of the ways to create 

new value proposition is to improve the existing service offerings that will consequently increase 

the customer value and will allow the service provider to better respond to the customer needs. 

Thus, innovating the value proposition component is an essential action on the way to successfully 

innovate the service business model. This statement is supported by the empirical evidence which 

shows that service innovation, the new concept of integrating services, is a vital action on the way 

to implement new business model.   
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Third, this thesis has identified that value proposition and value delivery processes in a service 

business model context are synchronous due to the inseparable nature of services, which are 

produced and consumed simultaneously. Thus, it can be concluded that customer’s role as a co-

producer of the service is also very important. The interaction between the service provider and 

the customer as co-producers reveals the necessity of an ongoing customer participation in creating 

services via co-design or shared production. Primary focus on innovation of the service processes 

through customer´s co-creation and co-production helps companies to improve their value chain 

in order to support the service-oriented business model. 

Fourth, it can be concluded that the employee factor plays a crucial role when it comes to the 

service delivery stage. Since the outcome of the service delivery depends on the personal 

interactions between the provider and the customer, the employees become a key resource in this 

interface and can directly influence the overall customer satisfaction and retention. This finding 

was generated through the empirical case study and did not find any support in the literature 

overview, even if value delivery process is acknowledged as essential in service business 

modelling. 

Fifth, the value network component is not essential in a business model transformation according 

to the gathered empirical data. Even if the company has a lot of established partnerships and is 

aware of their importance, in practice these are not really utilized. However, the most important 

partnerships have to be established with the customer. This factor needs to be regarded very 

seriously by the service companies and it might be a reason for revising their networks due to the 

theoretical argumentation that service innovation does not occur in isolation, but with the help of 

partners.    

The most important concluding remarks can be summarized in the following statements that show 

crucial aspects in the process of implementation the innovative business model:   

● Customer is a co-creator, co-producer and a key partner. 

● Employees are the main source of successful value delivery. 

● Service innovation is a crucial necessity. 
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7. Managerial implications 

When the company takes a direction towards the transformation (innovation) of the existing 

business model, managers must understand that the business model is more a holistic concept 

which implies a combination and an integration of all the aspects of a business model, not of single 

elements.  Introducing the service innovation concept in a business model perspective might help 

managers to understand better the changes that should take place in their companies. Moving 

towards a service-centered business model implies closer interaction with the customer and 

requires a completely change in the mindset not only of top managers, but across the whole 

company. 

Taking into consideration the most important components of a business model can help managers 

to focus on what changes should be done in order to achieve efficiency in their activities. 

Recognizing the importance of a business model components for the service business sector can 

help managers to identify what should be a primary focus for their companies according to their 

needs.  

Managers in the service organizations will need to innovate their value propositions in order to 

add value to their customers. In other words, there is a necessity to extend the service offerings. 

However, the process should be very well structured and leaded.  

It is also very important to develop close relationships with the customers in order to be effective 

in solving emerging customer problems. Customer focus and close relationships is crucial in the 

service business context due to the unique service characteristic of impossibility to separate the 

production from the delivery process of a service. Moreover, close interaction with the customer 

is very important because value is perceived by the customer during the delivery stage which 

involves an ongoing interaction with him and maybe even the co-production of a service. 

Managers should be aware of the fact that the value delivery stage is very important for the service 

sector and employees are directly responsible for customer´s satisfaction. This is why keeping 

happy employees should be taken into consideration as an important aspect of a service company 

success.   

 

8. Limitations and further research 

This paper had as a primary objective examining the process of business model innovation and 

discovering the most important elements taking part in the service business model. Some 

limitations arise out of this investigation which also determine possibilities for further research. 

 

The results of this thesis are based on a single-case study and on facility services. This is the reason 

why a multiple-case study design is recommended for future considerations, in order to increase 
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the reliability of the results. Different companies, offering diverse types of services and with 

particular business models, might achieve multiple results after innovating their business plan. 

Their comparison can bring to the conclusion that some other elements than those presented in this 

research are considered as the most important for a service business model and also to a broader 

generalization of the outcomes. 

 

There is a need in more evidence of facts considering the development of new services due to the 

fact that the literature is still in its infancy ((Edvardsson et. al, 1995). Furthermore, the problem of 

practical implementation of customer involvement into the development process is still on the 

surface. Kristensson et. al., (2004, referred in De Moor, 2010). Since the literature and also this 

research emphasize what an important role the client plays in new value creation, being both a co-

creator and a co-producer of it, other methods of customer involvement should be investigated 

besides the one proposed in this paper (conversational approach and surveys) like:the lead-user 

method, customer group involvement, participatory design, living labs, toolkits or empathic 

design. Future scholars should investigate more thoroughly how the customer is actually involved 

by the company when creating a new service. 

As Edvardsson et. al(2011, p. 428) states: ”It is no longer enough to simply follow customers nor 

can companies expect to lead them; the route to the future lies in walking together with the 

customers in ‘pari passu’ to accomplish this, the use of appropriate methods for customer 

integration is essential”. 

 

Additionally, due to the time limitation in conducting this paper, the perspective of the customer 

when an innovation in a company´s business model happens should be taken into consideration by 

scholars in their future studies. It should be investigated more profoundly the influence that the 

transformation of a firm´s business model from product oriented to customer oriented has on its 

clients. What are the improvements, is the customer implicated more, is he/she more satisfied? 

These are questions that seek for an answer. 
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Appendix 

 
Interview guide 1 

(Interview with Christer Ekelund 2013-04-18) 

1. Recently the business model was transformed from product-oriented to customer 

oriented. Did it happen in ISS Sweden as well? 

 

2. What was the reason of transforming the model from product-oriented to customer 

oriented? 

 

3. What are these changes? 

 

4. What are the components of the business model of ISS in Sweden? 

 

5. What do you mean with customer experience? 

 

6. Do you have any other methods of customer involvement besides surveys and besides a 

close dialogue? 
 

 

 Interview guide 2 

(Interview with Mikael Lindberg, 2013-04-26) 

1. What is so specific in organizational structure of ISS that makes the company successful? 

2. The business model describes the rationale of how an organization creates, delivers, and captures 

value. The business model is like a blueprint for a strategy to be implemented through 

organizational structures, processes, and systems. The questions is: What is the current business 

model in the company? 

3. We have learnt from the information on the official website about the transformation from 

product-oriented to customer-oriented business model. What was the driving force of this 

transformation? 

4. What exactly has been changed and developed from traditional way of organizing business till 

current way of doing business? 

5. What are the major challenges occurred during the transformation process? What have you 

learnt from it? 
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6. How do you define your target customer? What are your focus customers? 

7. How do you create value for your customers? 

8. What are the ways of reaching customer needs in the company? How do you exchange the 

knowledge with the customer?  

9. Do you involve the customer or use customer experience in order to obtain the knowledge of 

how better meet their needs and improve existing services? 

10. Revenue stream is generated by the use of a particular service. The more a service is used, the 

more customer pays. Explain the revenue streams in ISS. Do you have fixed prices or you offer 

also dynamic pricing? 

11. What are the main key resources for ISS? 

12. The key activities describe the most important things a company must do to make its business 

model work. Can you point the main key activities for ISS? 

13. Do you create partnerships in ISS? If yes, what is the purpose? 

14. How to integrate all those important elements of business organization mentioned above in 

order to reach a desired positive outcome?  

 

Interview guide 3 

(Written interview with Christer Ekelund 2013-05-10) 

1. The business model describes the rationale of how an organization creates, delivers, and 

captures value. The business model is like a blueprint for a strategy to be implemented 

through organizational structures, processes, and systems. We have learnt from the 

information on the official website about the transformation from product-oriented to 

customer-oriented business model. The question is: What changes has been done on the 

way of changing the business model, what actions within the organization took place? 

Changing the business model is part of our strategy The ISS Way. This strategy was launched after 

a period of many mergers and acqusitions. So firstly the  cultural change where unifying the brand 

and appearance was an important area. Parallel with that we have formed a set of leadership 

principles in order to build a delivery platform based on defined business processes. 

But most important, our basic single service delivery has evolved into an integrated facility service 

delivery. We have defined which market segments to approach and created operational processes, 

value propositions and key messages aimed towards each industry. 

2. What challenges did you meet when those changes took place in the organization, if you 

have any? What did you learn from it? 

As always when you do organizational changes there is a resistance for change and new ideas. But 

as we did not take away the single service, just improved its processes, I would say very few 

challenges. 
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3. Did those changes help ISS to become more innovative in the service offerings to the 

customers? Do you innovate services in order to sustain competitive advantage? Please, 

explain how. 

Since we are in the start of the process I would say it is too early to draw any conclusions of that 

kind. But yes, we really hope we will become more innovative and in Sweden, for example, we 

have started to use LEAN as an operational model in some of our contracts. But we don’t have a 

department developing services, this takes mostly place on site together with and in a contract. 

With that said, we have together with a global bank, developed a data warehouse and business 

intelligence platform called ISS@Insight. This is a platform and solution that can be used 

worldwide on large contracts. 

4. Please, describe the process of creating new or improving existing services in order to 

better satisfy customer needs. 

I am not the right person to answer this thoroughly but I have already mentioned LEAN. Then you 

can say that we don’t create services, we create concepts based on existing services since we take 

over inhouse services to begin with. When they are outsourced we package them and deliver them 

in a more efficient way then earlier.  

5. How do you involve the customer into this process? Does the customer participate in the 

process of developing and designing services?  

The customer might be a part of this and it all depends on the situation. It is a huge difference 

between our delivered services as you know.  

But if we keep to the large IFS contracts I would say that involving the customer is more of a rule 

than exception.  
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