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ABSTRACT  
Purpose: The purpose of this study is to explore capabilities needed to deploy a use-oriented business 
model (UOBM) for consumer durables with low utilization rate. The study seeks to uncover activities 
needed to realize business model capabilities and the impact on business performance. 
Design/Methodology/Approach: The study was conducted with an explorative single case study 
research approach, investigating an incumbent original equipment manufacturing (OEM) firm of 
consumer durables based in Sweden.  
Findings: The study results in a framework which illustrates 13 key capabilities within the three 
dimensions of the business model (value creation, delivery, and capture) needed to successfully deploy 
a UOBM in a consumer market.  
Originality/Value: The study contributes to the previous research of Product-Service Systems (PSS) in 
a consumer context through empirically developing the PSS B2C business model research. We have 
found both organizational-wide prerequisites and business model specific capabilities needed for the 
provider to undertake to mitigate the challenges, prevent risks, and ensure business performance. 
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1.  INTRODUCTION   
Increasingly, firms are choosing to innovate their offerings by focusing on the provision of services and 
solutions rather than on a single product (Hou & Neely, 2018). The phenomenon is known as Product-
service systems (PSS) and can be defined as a marketable set of products and services that are capable 
of jointly fulfilling customers' needs in an economical and sustainable manner (Reim, Parida & Örtqvist, 
2013). Technology advancements and globalization has changed user demand and fostered the new 
paradigm of PSS, and with that, a new view on business models (Parida et al., 2014).  

Previous literature has examined different types of PSS business models (Tukker, 2004) and the 
capabilities needed to deploy the new business models but in an industrial services context (Parida et 
al., 2014). One type of PSS business model that has increasingly been adopted by manufacturers of 
consumer durables is the use-oriented business model (UOBM) where the product is still central to the 
offering, however, it remains in the ownership of the provider and is made available to customers 
through for example leasing (Tukker, 2004). UOBM can bring important benefits such as increased 
financial performance for companies (Parida et al., 2014). In their article, Laukkanen and Tura (2020), 
recognize that UOBMs in a consumer context have the potential to create sustainable value with 
respect to both environmental, social, and economic perspectives.  

Currently, many studies are discussing the adoption of PSS based business models but in a B2B 
context (Barquet et al., 2013). One example is Parida et al. (2019) who emphasize developing new 
capabilities to support organizational changes in value creation, delivery, and capture when adopting 
a PSS business model.  However, a need for exploring UOBMs for consumer goods (Li et al., 2019) and 
within a B2C context (Mont et al., 2006) is recognized, where potential benefits such as a new revenue 
stream, customers segments, and increased environmental sustainability is to be realized. This is 
further supported by Sjödin et al. (2019) who acknowledge that B2C PSS business models vary in their 
processes, as scale, risk, and complexity are different in a B2C context compared to B2B context.  

Even though the shift to PSS business models can lead to increased revenue and profits, it is not 
without its challenges. Firms have difficulties in realizing PSS, which results in a service paradox where 
the shift toward revenues generated from services leads to unprofitable business models, which all 
emphasizes the need for further research. Hence, to overcome these challenges it is of high 
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importance to understand the underlying internal capabilities (Teece, 2007), and a firm's ability to 
integrate and reconfigure internal and external resources and activities.  

To address the practical challenges and identified theoretical gaps, the purpose of this study is to 
explore capabilities needed to deploy a UOBM for consumer durables with low utilization rate. 
Therefore, the study seeks to uncover activities needed to realize business model capabilities and the 
capabilities impact on business performance. The purpose will be answered through a single case study 
at an incumbent OEM of consumer durables.  

 
2.  THEORETICAL BACKGROUND  
2.1 Business Model Innovation in UOBM 
The business model can be viewed as a conceptual framework that articulates the rationale on how a 
business creates, captures and delivers value (Teece, 2010), which can be described as a system of 
interdependent activities that transcends the focal firm and spans its boundaries (Zott & Amit, 2010). 
Within the PSS literature streams, value creation is characterized by acquiring responsibility from the 
customer and accomplishing them more effectively (Reim et al., 2017). The value delivery dimension 
encompasses the activities in which the provider orchestrates the delivery of the service to the 
customer (Teece, 2010). Value capturing can be defined as all activities an organization performs to 
absorb created value and splitting the gain with selected partners (Dyer et al., 2018).  

Within PSS there are different levels of servitization, where Tukker’s (2004) classification model of 
PSS is the most widely accepted and proposes three types of PSS business models: product-oriented, 
use-oriented, and result-oriented. The UOBM, is described as a business model where the product 
remains in the ownership of the manufacturer and then sells the use of the product, where a suitable 
product category for realizing the business model is consumer durables. Meaning that the product is 
still central but can be provided through for example leasing, renting, or sharing (Barquet et al., 2013; 
Tukker, 2004). Therefore, the company becomes motivated to create a PSS to increase and maximize 
the use of the product, i.e. the utilization rate (Bains et al., 2007). There are several benefits to obtain 
by switching to a UOBM, mostly discussed in a B2B context. Laukkanen and Tura (2020) have 
recognized that the UOBM is being utilized for enabling sharing economy principles in a consumer 
context. One of the most recognized benefits is the potential increase in product use, as assets tend 
to be underutilized (Baines et al., 2007).  

 
2.2 The UOBM and its Challenges 
As recognized by Teece (2007) to manage the UBOM challenges it is of high importance to understand 
the underlying internal capabilities. Previous literature has aimed at resolving specific challenges, such 
as consumer acceptance (Rexfelt & Hiort af Ornäs, 2009), but have not yet provided a consolidated 
view. When dealing with value creation for PSS in a consumer context, most authors have primarily 
discussed consumer acceptance related to the loss of ownership, which poses a great barrier to 
consumers accepting the PSS business model (Akbar & Hoffmann, 2015), which can hamper the value 
creation. In addition, companies offering PSS perceive that requirements are likely to change rapidly 
(Sjödin et al., 2019) which stresses the importance of customer-centric value creation (Akbar & 
Hoffmann, 2018). Parida et al. (2014), recognize that the shift to a service-oriented business model 
entails a need to acquire new capabilities and processes in how the value is delivered. This emphasizes 
the importance of understanding the challenges and possible mitigating activities of how value is 
delivered in PSS business models. One of the most prominent challenges to overcome in the shift to 
PSS, is to enable the business models through extending the relations with service delivery partners 
(Parida et al., 2014). In addition, Akbar and Hoffmann (2018) show that the perceived fear of stockout 
(inability to access the service) increases significantly and can become a barrier for consumers in their 
transition toward non-ownership. One of the most prominent value capturing challenges is the 
changing attitude towards the product with a shift in ownership, where consumers tend to be less 
careful if renting, leasing, or sharing (Tukker, 2004). The tendency for opportunistic behavior originates 
commonly from lacking incentives to treat the products gently. Several authors have acknowledged 
the importance of revenue models in order to appropriate the value from customers (Parida et al., 
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2014; Tukker 2004), but all in a B2B context. Finally, it is also recognized that that revenue sharing 
models between the provider, partners, and customers in a B2B context can increase the 
attractiveness for all parties to adopt PSS business models (Parida et al., 2014; Reim et al. 2016). 

 
3.  METHODOLOGY 
3.1 Research Approach and Strategy  
This study has adopted a qualitative research approach, which emphasizes deep validity rather than 
generalization (David & Sutton, 2011). A qualitative research approach also aligns with the purpose of 
the study, as the study sought to deepen the understanding of PSS business model design for consumer 
durables. More specifically, the study has adopted an exploratory case study approach. Exploratory 
research can be seen as valuable when assessing a phenomenon in a new context, such as exploring a 
UOBM in a consumer context. In combination with the research strategy, a case study, allowed us to 
study the phenomenon in a real-life context and thereupon build theory on the subject (Thornhill et 
al., 2009).  The purpose of this study is to explore capabilities needed to deploy a UOBM model, which 
implies a need for deep analysis of organizational structures, therefore, we designed the study as a 
single case study. The interviews were performed both at the case organization, as well as from 
external sources to gather further insight and a broader perspective on the studied case. In total, 34 
interviews were performed as (1) exmploratory; (2) semi-structured; (3) confirmative. Additionally, 
observations and informal meetings proceeded during the study.  

The collected data was analyzed with the help of a method referred to as thematic analysis, which 
is a method for identifying and analyzing patterns from a data set in an iterative process through 
preparing, linking, and coding (de Casterlé et al., 2012), where the goal of using this method is to 
generate a set of overarching themes. This was realized in the study by deriving overarching themes 
(the business model dimensions) from the frame of reference while the first-order codes and 
categories emerged from the data. With inspiration from de Casterlé et al (2012), we used primarily 
two phases when analyzing the data: 1) preparation of the coding process, and 2) the actual coding of 
data and clustering, which resulted in codes, categories, and themes. Each dimension (theme) was 
represented by business model capabilities (categories) which were built by the business model 
activities (codes), presented by the respondents’ narratives (quotes). A visual scheme of the thematic 
analysis can be found in Figure 1.  

 
4.  RESULTS AND ANALYSIS 
The chapter starts with a general description of the changing dynamics as a result of transitioning to a 
UOBM. The findings are structured accordingly to the presented thematic data map (see Figure 1), 
where each business model dimension (Themes) is discussed with their corresponding capabilities 
(Categories) and activities (Codes). Finally, a conceptual framework is presented, describing the 
capabilities' impact on business performance.  

 
4.1 Value Creation Capabilities 
From the empirical data, four prominent capabilities within value creation have emerged. In the 
coming section, each capability will be discussed and explained with corresponding activities.  

The capability Customer Oriented Product-Service Development refers to the provider's ability to 
develop an offering designed for their specific customer segment, which has significant importance to 
achieve a higher business performance when providing a product-service. To build the capability an 
important activity conveyed by many respondents is that the product-service should contain elements 
in which the provider can engage and interact with the customer, which in itself increases the created 
value but also enables future value appropriation. Furthermore, the respondents express a need to 
embed technical elements, such as digital sensors, in their product-service to monitor customer data. 
This to further develop the product-service based on the customer’s usage and behavior patterns, but 
also to cater to a broader set of customer needs which in turn can aid the provider in designing future 
product-service offerings.  
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Figure 1 - Thematic data map 

 
The second capability, Design for Sharing, is enabling a UOBM as it involves designing the product-
service specifically for being used during high utilization and shared among customers. A common 
message from respondents is that the provider needs to be able to recognize which product 
characteristics are suitable for the use-oriented offering and at a more mature stage determine what 
other products can be incorporated into the offering to increase the added value. Furthermore, the 
activity to design with respect to circular economy principles is essential to handle the increased 
depletion of the products as a result of the increasing utilization rate and number of users. Even though 
it can require significant changes in internal processes, several respondents recognize that to define 
end of lifecycle purpose becomes important when dealing with products employed in a UOBM to 
achieve higher business performance.  

The market sensing capability supports the aforementioned value creation capabilities in ensuring 
decision-making based on appropriate information, hence it should be considered a business-critical 
capability. The capability is significant since the provider not only needs to understand how to develop 
their product but also how to construct a service-offering catered to the market’s and customer’s 
needs. As both product and service are in focus, mapping customer needs and market selection 
becomes of importance. Equally important is understanding other market factors such as norms and 
the maturity of different markets, which stresses the importance of choosing the appropriate market.  

Based on input from several respondents’, when selling access to a product, reaching a high 
utilization rate becomes crucial to create value and for future value appropriation. Realizing a high 
utilization rate requires a good understanding of the business model and a mature product-service 
organization. Based on our respondents, three activities have been recognized. First, ensuring critical 
mass, meaning that the provider needs to ensure that demand for a specific product in a specific 
location can yield the sought-after utilization rate. Secondly, opening for collaboration with adjacent 
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organizations, meaning actively staying open to finding partners offering complementary services 
and/or products that cater to the need of a larger segment of customers and thus creating additional 
value for the customer base and increased utilization of the delivery infrastructure. Finally, identify 
complementing customer segments, suggesting that providers should identify customer segments 
which have different usage patterns to evenly distribute the utilization rate. 

 
4.2 Value Delivery Capabilities 
From the empirical data, four significant capabilities emerged. In the coming section, each capability 
will be discussed and explained with the corresponding activities. 

For companies with no prior experience in managing direct contact with the consumers, there is a 
lack of Utilizing Digital Delivery Support Tools to handle customer data, such as product registration 
and customer information, needed to ensure the accessibility to the product-service. The provider 
should, therefore, establish digital support for customer control, to manage the large amounts of 
customers, transactions and increasing number of products owned by the provider. Furthermore, 
digital support systems are also needed to administrate availability of the product to ensure that the 
provider can cater to all customers, which is described by design digital scheduling.  

When deploying the UOBM the provider retains ownership of the product and the customer, 
therefore, loses the conveniences of ownership, such as ensured availability; hence, the capability is 
crucial. As the business model changes with the shift in customer behavior patterns, the provider needs 
to adapt to new means of delivering the product-service, which also entails the critical activity to 
determine product-service point of delivery. The point of delivery has to both be convenient for the 
consumer as well as possible for the provider to sustain. The UOBM is based on the foundation of 
providing access to a product, which sets requirements on the provider to be able to forecast and 
Distribute demand from Peak to Bottom. Furthermore, by tailoring specific offerings to certain 
customer segments, the demand can be managed, by moving forecasted peak-demand points to low-
demand points. Even though forecasting is important, it is not always accurate which creates a need 
for the more advanced activity, adapt to peak-demand through scalable supply, which entails the 
ability to reactively adapt to demand.  

The Delivery Partner Relation Management capability has emerged as a crucial ability to manage 
and build as the UOBM changes the provider's relationship with their current or future partners in that 
the provider overtakes more responsibility from the partners. The respondents stress the importance 
of their relationship with their delivery partners, and most of the respondents emphasize the strategic 
partner management as a fundamental activity. When choosing delivery partners, factors such as 
advantageous location and competence are important to consider, but also the partner’s 
understanding of the benefits of the new business model. However, the delivery partner's ability to 
grasp the change is not enough, the provider also needs to reduce onboarding hurdles through partner 
financing. It should be recognized that delivery partners might not be able to finance the needed 
operational investment, implying that the provider should consider establishing options for financing.  

With the responsibility of the product remaining with the provider and the delivery partners, a need 
to be able to Ensure Effective Delivery Processes is crucial in order to ensure the delivery and 
functionality of the service effectively. In order to realize the capability cost efficient maintenance 
,smart product-and infrastructure design is recognized together with determining minimal 
maintenance level, the activity to identify product components prone to breakdown and appropriate 
service intervals. The two activities should also be complemented with an increased sales transaction 
control, where every sales transaction's profit should be monitored to recognize a decline in delivery 
process efficiency. The sales transaction is defined as the whole sales cycle including accessing the 
product, usage, return, and maintenance.  

 
4.3 Value Capture Capabilities 
For the provider to ensure that the created value is appropriated and split among selected partners a 
total of 5 significant capabilities emerged. In the coming section, each capability will be discussed and 
explained with the corresponding activities. 
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When shifting from a product-oriented organization toward a UOBM, a need for new capabilities is 
recognized as a result of changing customer relations where the relation shift from transactional to 
long-term. As a result, the need for Long-Term Customer Relation Management arises to enable value 
appropriation resulting in higher business performance. The long-term customer relationships entail a 
need for establishing processes for continuous customer engagement. When the customer 
relationship becomes long-term, activating the customer to enable re-purchases and up-selling 
becomes important for enabling value appropriation. In addition, it becomes necessary to educate 
customers to facilitate the adoption of new services.  

To appropriate value, we have found strong support for Product-Service Pricing as one of the most 
important value capturing capabilities. To achieve a strong pricing capability the provider must be able 
to effectively communicate the final price through transparent pricing, to help the customer arrive at 
a purchase decision. Additionally, value based pricing, i.e. setting the price closely connected to the 
perceived customer value, is an important activity. From the empirical data, it is recognized that 
customer segment pricing is needed to be performed, which is driven by the customers’ usage 
patterns. High-frequency usage customers expect an attractive price, through for example a volume 
discount, for their specific usage pattern and vice versa.  

Based on the empirical data, Risk Management is recognized as one of the most important 
capabilities to enable higher value appropriation. The need for risk management capabilities is driven 
mainly by the shift of ownership, where the risk remains within service provider’s organization 
together with the ownership of the product. From several respondents, educate customers in safe 
product-service use is recognized as an important risk management activity where there is a risk for 
user-injury. The respondents express that if not effectively mitigated there is a risk for damaging the 
brand reputation if the customers accidentally hurt themselves during usage. Furthermore, we also 
found the need to actively encourage good customer behavior. An approach discussed among the 
respondents is the use of kick-back, which could be compared to a form of revenue sharing, where the 
customer is rewarded if the products are returned in a similar condition as the point of purchase. 
Driven by the same change in customer interaction, the need for actively engaging in Mitigate 
Customer Misuse is recognized. When shifting to UOBMs, the provider carries the negative impact of 
customers using the products in the wrong way which induces unnecessary depletion.  

As the dynamics in customer relations change with the shift from product to service selling, 
Salesforce development is recognized to play a significant role in capturing value.  Hence,training 
salesforce in product-service selling becomes an important activity that entails transforming the 
salesforce’s mindset from a product-centric perspective to focus on service selling. To complement the 
new skills in product-service selling and encourage an increased focus on selling services it is 
recognized that creating Incentives for salesforce plays an important role. This is also connected to the 
overall attitude within the company where incentive alignment for product-service selling signals a 
clear management support which facilitates the business model shift.  

The need for Utilizing Digital Sales Support tools frequently emerged among the respondents as 
fundamental and necessary capability to support the increasing complexity driven by the changes in 
customer relations and sales processes. Firstly, establish digital commerce processes becomes 
important to manage both the aforementioned complexity in pricing but also to complement the 
increasing need for digital channels with online-payment solutions. Secondly, implementing digital 
system for continuous customer relations becomes a fundamental activity to enable long term 
customer relationship management.  

 
4.4 An Emerging Framework  
The 13 identified capabilities are recognized to both answer the purpose of this study, as well as serve 
as a means to mitigate challenges presented in chapter 2.2, which can be overcome by understanding 
what capabilities are critical to develop. To better understand the identified capabilities implication on 
business performance, a framework has been developed based on the analysis, presented in Figure  
with the capabilities in the respective order: value creation, delivery, and capture. Reading from left 
to right, the first header in the framework describes, preconditions rather than actual capabilities. 
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Continuing from the left, the capabilities have been further divided into three categories, 
Foundational, Intermediate, and Advanced. The preconditions have been recognized from the analysis 
based on the empirical data collection and during the study, it became obvious that certain 
preconditions need to be in place before the adoption of the UOBM.  

 

 
Figure 2 - Capabilities for deploying a UOBM and their impact on business performance  

 
The first precondition, Align Company Mindset, has been frequently emphasized as highly important 
for succeeding with a shift towards the UOBM. It includes securing support throughout the 
organization, stretching from top management to both the employees who will implement the changes 
on an operational level as well as among the employees who will be indirectly affected. Secondly, 
Define Product-Service KPIs, includes defining KPIs supporting the shift of the company’s mindset, 
meaning that KPIs must be changed to support the development and sales of product-services and 
thereby important for organizational support. Thirdly, Establish Product-Service Organization is an 
effective way of aligning the company mindset through concretely showing support for the new 
business model. But more importantly, it is needed to secure resources for adoption and development 
of the UOBM, where old structures risk to severely hinder the adoption. Finally, Make or Buy Decision, 
emphasizes the importance of continuously evaluating what capabilities should be built as an 
integrated part of the organization or be sourced externally.  

Continuing, from left to right, the capabilities have been further divided into three categories, 
Foundational, Intermediate, and Advanced, which we distinguished from the denotations of the 
respondents. Each category describes to what degree the capabilities impact business performance, 
also illustrated by the horizontal axis at the bottom of the figure. Foundational Capabilities are best 
described as business-critical, meaning that operating the business model without these capabilities 
would be infeasible and in best case result in very low performance. Once the organization becomes 
more mature in operating the UOBM, Intermediate and Advanced capabilities should be realized to 
reach a higher degree of business performance, after the Fundamental capabilities have been 
established, when resources allow. However, it is important to recognize that a higher degree of 
organizational maturity is needed to realize these capabilities. In addition, several capabilities also 
stretch across multiple categories, meaning that these capabilities are composed of activities requiring 
a varying degree of organizational maturity to be successfully performed.  
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Several respondents pointed out that the most effective way to continuously develop the business 
model is to adopt continuous learning through a Trial and Error approach. The approach should include 
feedback loops to ensure that the capabilities are continuously developed in respect to business 
performance, which is illustrated at the bottom of the figure by the iterative circle.  

 
5. CONCLUSIONS 
This study contributes to previous PSS literature in that the research area is relatively unexplored as 
not many businesses in the consumer durable sector have begun to adopt the UOBM. In response to 
gaps in research highlighted by Mont et al. (2006), this study provides an example of the UOBM within 
a consumer perspective, which also addresses the lack of studies of PSS business models in specific 
contexts (Li et al., 2019; Rexfelt & Ornäs, 2009). Prior literature from authors such as Rexfelt and Ornäs 
(2009), Akbar and Hoffmann (2015) have focused on challenges associated with operating the use-
oriented and negligibleon how to overcome these challenges, where this study has provided a 
consolidated view on overcoming the challenges. We have found both organizational-wide 
prerequisites and business model specific capabilities needed for the provider to undertake to mitigate 
the challenges, prevent risks, and ensure business performance. Thus, our contribution to previous 
literature is a structured approach to building business model specific capabilities and evaluating the 
importance of each capability in regard to business performance.  

The study has significant implications for managerial practice as the adoption of PSS-based business 
models are increasing among manufacturers of consumer durables. In this regard, our study presents 
essential capabilities and activities within each dimension that providers need to build in order to 
successfully deploy the UOBM. This to mitigate the potential challenges associated with the adoption 
of the business model. Another significant implication for managerial practice is the potential of 
enabling environmental benefits from the capability of Design for sharing. If practitioners are able to 
Define End of Lifecycle and create a refurbishment for the product, the adoption of the UOBM can 
result in environmental benefits. Additionally, managing a high utilization rate reduces the need for 
unnecessary production and ensures that the product stays in full use. Furthermore, practitioners need 
to understand the overall impact of the shift in customer-provider dynamics has on the provider and 
customer, as it sets new requirements on the business models. 

This study has some limitations and suggestions for possible future research areas. One limitation is 
that the study was conducted as a single case study which decreases its generalizability, where future 
research would benefit from a multiple case study. In addition, we see a limitation in that this study 
has not focused on evaluating how the business model interplays with a company’s exciting business 
models. As employing the UOBM requires large changes within the organization, the consequences of 
these changes in relation to previous or future business and how they can co-exist, have not yet been 
uncovered. Therefore, we see the need for future studies to explore the relation between the UOBM 
and other business models the companies may possess.  
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