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From PRODUCTS to VALUE ––  Servitization  
Offerings are important since it is a source of differentiation – can lead to 
sustainability, but puts increased  pressure on the sales organisation to develop 
value offerings 
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§  Profits/margins are decreasing for many 
products 

§  Globalisation – a true global market(?) + 
outsourcing 

§  Small markets become large (Internet) 

§  An increasing stadardisation -  
”commodisation” - of many products (also 
special purpose) 

A general belief and feeling that products and 
systems are increasingly under competitive 
pressure…. 

§  Make business more local  
§  A way to retain and deepen 

relatiosnhips with customers 
§  Creates more even revenue streams  

§  Possibility to sell more – complete 
offerings – with less impact on 
enviornmental and social challenges 

(Lay et al., 2009; Hill, 2011; Baines & Lightfoot, 2013; Boehm & Thomas, 2013).  

§  From a sales perspective it is important that services, and the delivery of ”an integrated bundle 
of products and services”  are aimed at “creating customer utility and generating value”.  

§  SerOfferings are important since it is a source of differentiation – can lead to sustainability, but 
puts increased  pressure on the sales organisation to develop value offerings 

§  This means that sales organisations need to be able to direct specific value offers to customers 
but also to treat customers more as individuals - KAM 

…results in a repostitioning towards total 
offerings and customer value 
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Customer value offerings and service/product bundles offering 
potentially affects pricing… 
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§  Buyers are less aware of substitutes 
§  Buyers cannot easily compare the quality of substitutes 
§  The expenditure is a smaller part of the buyer’s total income 
§  The expenditure is small compared to the total cost of the end 

product 
§  Part of the cost is borne by another party 
§  The product is used in conjunction with assets previously bought 
§  The product is assumed to have more quality, prestige, or 

exclusiveness 
§  Buyers cannot store the product 

Factors associated with lower price sensitivity 

Source: Tom Nagle 
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”The servitization issue” –  not all new 

“Within recent years there has been … [a] tendency to define 
selling as a process of [providing] service.  
Thus a manufacturer of automobiles does not sell automobiles; 
he sells transportation. And he uses as his strongest selling 
point the argument that the buyer of his car will have 
uninterrupted transportation.  

Similarly a manufacturer of tires does not sell tires; he sells 
mileage. And if one casing does not give satisfactory mileage 
he will furnish another.” 
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KKiittssoonn,,  HH..  DD..  ((1922))  TThhee  GGrroowwtthh  ooff  tthhee  ""SSeerrvviiccee  IIddeeaa""  iinn  SSeelllliinngg..  
JJoouurrnnaall  ooff  PPoolliittiiccaall  EEccoonnoommyy,,  VVooll..  3300,,  NNoo..  33  ((JJuunn..,,  11992222)),,  pppp..  441177--441199  
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Customer value has always been important for sales organisations, 
but with more service infusion and total offerings is it becoming 
even more important? 

§  Traditionally, sales organisations have worked with three types of value offerings  
§  List all possible benefits of the product and/or service: standarised sales 

presentations/meetings  
§  List the benefits that distinguish our offer from competitors: related to customer 

needs and listening sales meetings (need satisfaction).  

§  Focusing only on the benefits that create value for the individual customer: 
related to sales meetings focusing on supporting or doing problem solving for 
the customer.  

§  An increased proportion of services in the total offer gives an increased focus on 
working with customer benefits and thus problem solving.  

§  Good sales in complex business is about understanding customer needs, working 
with the customer's problems and providing the customer with an offer that 
addresses these issues.  

5 



Jakob Rehme  

Three different sales approaches – contingency based 

•  Translate product or 
service features into 
benefits 

Stimulus-Response  Need-Satisfaction  

•  Discovering and meeting 
customer needs 

•  Discovery occurs early in 
selling process 

Problem-Solutions  

•  More formal and strategic 
•  More team oriented/ 

technical competencies 
usually involved 

Useful when ... 

•  Value is high enough to 
justify the expense (or you 
get the customer to pay) 

•  Long selling cycles 
•  Differennt benefits for 

different projects/solutions 

•  Value of the sale is 
high enough to justify 
the time spent 

•  Different benefits need 
to be emphasised for 
different customers 

•  A product is 
standardised 

•  The benefits are 
unifiorm and the same 
for all customers 

•  Inexperienced 
salespeople/ high 
turnover 

•  Ensures a uniform, and 
(high) quality 
presentation.  

•  Low cost 

•  Requires training the 
sales force to ask the 
right questions. 

•  Most commonly used 
•  Medium cost 

•  Typical for complex sales 
e.g. computer systems, 
telecommunications 
systems 

•  High cost 

Useful when ... Useful when ... 
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My view of value…. 

§  Value is the difference between benefits received and 
sacrifices made  
§  Value  depends on the perception of benefits and 

sacrifices (or costs) 
§  Different actors view value differently 

§  Value-in-use is always higher than value-in-exchange 
§  Water & Diamond Paradox 

§  Value can be seen as co-created between buyer and seller 
§  Total value is the sum of buyer and supplier benefits and 

sacrifices 
§  Value creation is shared between producers and consumers in 

a supply chain 
§  The sharing of value is dependent on the the relative 

power of the actors 

7 

(Vargo and Lusch (ed.), 2006; Ulaga and Eggert, 2006; Normann and Ramirez, 1993, McTaggart, Findlay 
and Parkin, 2007; Zeithaml , 1988;  Anderson et al, 1993, Ramsay, 1996,  as well as Karl Marx and Adam 
Smith) 
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Value=Benefits-Sacrifices 
Investment decision 

Examples of direct benefits 

To define these benefits are 
related to the ability/
knowledge about value-in use 

To work with the customer value equation should be 
seen as a joint buyer-seller undertaking – co-creation 
of value 

Att jobba med fördelar är enklast gentemot den avdelning som ska använda vår lösning – men 
kan vi övertyga inköp?  

Benefits Sacrifices 

Customer Value 

Direct:	
•  Technical	
•  Economical	
•  Service	
	
Indirect:	
•  Reputa8on	effects	
•  Social/rela8ons	
•  Sustainability	

environmental	
and	Social	

Direct:	
•  Price	
•  Search	costs	
•  Learning	costs	
•  Switching	costs	
	
Indirect:	
•  Rela8onship	

effects	
•  Psychological	
•  Loss	of	power	

Revenue improving benefits 
New markets 
Price increase  
Differentiation 
Etc. 

Cost benefits  
More efficient processes 
Less maintenance costs 
Less stock  
Etc. 

Sustainability benefits 
Less energy 
No human trafficking etc 
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Everyone wants to se their own organisationa as custiomer 
centrcie and focused on customer value… 

§  But what does that mean? 
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Use the  
market 

Secure  
delivery 

Supplier 
collaboration 

Reduce 
administration 

Purchasing strategy and sales 

Delivery risk 
Complexity and 
number of potential 
suppliers 

 Financial risk  
Purchased volume (£/$) 

 

High 

Low 

Low High 

Many  
suppliers 

Few 
suppliers 

KRALJIC’S  
MATRIX 
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How can we sell value to different purchasing influencers – the 
busiying centre? 

§  User influence on purchase decision  
§  Supports the analysis of potential impacts on processes, 

production, etc. Has a strong impact on the vision of 
solutions, and the operational advantages or disadvantages 
that the solution may cause.  

§  Technical influence on purchase decision  

§  Supports the selection of potential suppliers, making 
recommendations based on how solution meets 
specifications; are not those who can decide that there will 
be business but can often prevent a 

§  Economic influence on purchase decision  

§  Those or the one who make the final purchase decision. 
One or more people, often related to the purchase 
department but can also include CFO and CEO 

§  Strategic influence on purchase descision  

§  Top management, board, CEO. Often related to important 
aspects that are managed by the board of directors and 
influenced by large owners and/or activist owners and fund 
managers (sustainability) 
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Value=Benefits-Sacrifices 
Investment decision 

Sacrifices Benefits 

Supplier Value 

Direct:	
•  Product	or	service	
•  Learning	and	

adapta8on	
•  Dedicated	

inventory	
	
Indirect:	
•  Rela8onship	
•  Psychological	
•  Loss	of	power	

Direct:	
•  Economic	
•  Technical	
•  Reduced	risk	
	
Indirect:	
•  Rela8onship	
•  Ethical/

environmental	
•  Corporate	image	
•  General	market	

Revenue improving benefits 
Sales volume,  
Cross-selling opportunities  
Stable revenues 
Customer-led innovation,  
Support for diversification 

 
Operational benefits  

Correct and timely information 
Demand stability  
Support for operational development 

Examples of direct benefits 

See also Ramsay and Rehme 2011  
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The delivery price indicates how the total 
value created is distributed between the 
buyer and the supplier  

Creating and appropriating value  

Supplier 
value 

Delivery 
price 

Customer 
value 

Value appropriation Total value creation 

Total  
value 

Total 
sacrifices 

Total 
benefits 

Reservation price / willingness to pay 

Cost of production 

Adapted  from Jelassi and Enders, 2008, Exhibit 8.2, p. 154, also cf. Brandenburger and Stuart, 1996 
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Sales focus development over time 

3.Application 
knowledge 

Value insight 
from the 
customer 

Requirments 
on sales 
competence 

§  Deep knowledge of 
technology - the 
company's products, 
systems and solutions. 

§  Development of 
product, solutions and 
systems a top priority. 

§  Understanding and 
good knowledge of 
the importance of 
business for the 
customer 

§  Knowledge of the 
customer's market 
situation 

§  The customer has a 
lot of technical 
knowledge 

§  Understand and 
translate the value of 
products / services to 
"user value" 

§  Sales engineer 

§  Focus on quantified 
economic 
consequences. 

§  User value becomes 
less important – price/
cost more important? 

§  Businessperson 

§  Less technical 
knowledge - can be 
seen as an 
outsourcing 

§  The seller defines and 
implements the user 
value 

§  Application expert, 
with industry 
experience 

§  Extensive knowledge of 
the customer's business 

§  Solve the customer's 
technical problems 

§  Understanding the 
importance of the 
business for the 
customer 

Typ av 
försäljning 
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2. Business 
acumen 

1. Product 
knowledge 
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Future of Sales 

§  Traditional sales replaced by e-
channels 

§  New business, vs. long - term 
relationships 

§  Different organisational units? 

§  Require very different support 
systems and processes.  

§  Sales persons is becoming a 
consultant/consultative selling 

§  Advising customers on 
business and technology etc.  

§  Salesorganizations need to 
resemble the consultant 
organization  

§  Service sales vs Product sales 
§  Larger proportion becoming 

service sales   
§  The selling is part of the service 

offering 

§  Sales  and its connection to service 
and product development  

§  Ability to transfer customer 
requirements and knowledge 
into new products and services 

§  Business ethics and sustainability 
engrained in the sales offer. 
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Thanks for listening!  


