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Service growth in product firms and the shift from developing and manufacturing products, to innovating and 
delivering services, has become a way for manufacturing firms to differentiate their offerings. The shift towards 
services is typically a strategic response to intermitted revenue growth caused by reaching the maturity phase of the 
product lifecycle. Services has thus become a way to escape the product commodity trap and nowadays represent an 
important source of revenue and profit to manufacturing companies. Digitalization have further fueled servitization of 
the manufacturing industry as the emerged of advanced technology enables delivering advanced service closer to the 
customers’ core processes, e.g. energy optimization, proactive maintenance, and fleet management systems. These 
integrated product-services deliver higher value-in-use for customers and have become important to ensure customer 
satisfaction and loyalty. 

Despite the known business opportunities connected to integrated product-services, many manufacturing companies 
struggle to realize monetary profits from their service offerings, even though they are able to offer a higher value to 
their customers. The “service paradox” is an example of this phenomena, where firms heavily invest in becoming a 
service provider but fail to realize sufficient return (Gebauer, Fleisch, & Friedli, 2005). One reason for this, is lack of 
resources put on adapting the business model’s capture mechanisms i.e. the revenue model which describes “the 
revenue sources, their volume and distribution” (Amit & Zott, 2001). A product-oriented organization typically 
emphasize focus on developing and innovating new technical solutions, however, knowledge about how to develop 
new revenue models to extract the value created by a new solution, is limited. For example, what are the key steps 
that manufacturing firms need to take when designing revenue models for integrated product-services, and what are 
the key activities and their outcome. Despite its importance, research on revenue models is scarce and focus has been 
on the whole business model where the revenue model represents one out of several dimensions and thus, is mentioned 
as passing but rarely is the key focus of research. Further, the research done particularly on revenue models can mainly 
be found in the pricing literature where focus is more on different pricing strategies (Hinterhuber & Liozu, 2014), 
pricing calculations (Kameshwaran, Viswanadham, & Desai, 2007) or categorizations and comparisons between 
different revenue models. Hence, prior research has mainly focused on discussing what a revenue model is and when 
to use which one, but not how such models come about. The purpose of our study is thus to enhance knowledge about 
how revenue models for integrated product-services come about. 

As prior literature on designing revenue models for integrated product-services is scarce, we adopted an abductive 
case study approach, which allowed iteration between prior literature and empirical data.  A total of 25 interviews 
constituted the primary source of data and were conducted in three waves. The interviews were performed with six 
manufacturing companies engaged in revenue model design; all active on global markets, along with five consulting 
companies specializing in digitalization, pricing strategies and product development for external clients in 
manufacturing industries. In addition to interviews, three half-days workshops were conducted with key persons from 
one of the manufacturing companies, and three of the consultancy firms. Data was analyzed by means of thematic 
analysis (Braun & Clarke, 2006) and specific attention was paid not to “squeeze” data into pre-defined theoretical 
categories as prior research on revenue model is limited. We thus allowed initial codes and themes to emerge 
inductively, and the codes’ connection to existing theory was performed in a later stage to guide development of 
appropriate themes, a process similar to axial coding were concepts are compered and relationships among them 
identified (Corbin & Strauss, 2008).  

Our findings show that designing revenue models for integrated product-services is a highly iterative and customer 
centric process. Close collaborations with key customers to develop and test revenue models is considered essential 
to ensure that real customer needs are addressed, and that extended value thereby is created and captured. Further, the 
findings emphasize fast feedback loops and trial-and-error learning, implying an agile process logic rather than that 
of a conventional stage-gate approach. Based on the findings, a processual framework was developed to support 
manufacturing companies as they design new revenue models for their integrated product-service offerings. Key steps 
and activities are linked to revenue model components and process outcome. For example, efforts to understand 



specific customers’ needs is considered early in the process to ensure that suitable problems are addressed and thus a 
higher value can be created. Also, as one identified problem was that product firms typically address the choice of 
revenue model in a later step and do not adapt the technical solution to the value capture mechanisms, discussions on 
potential revenue models and what performance measurement that are needed for specific solutions are suggested 
early on in the process. By providing insights about the processual aspects when designing revenue models, our study 
contributes both to the existing revenue model literature, and provide managerial guidance to product firms.  

 

 


