Journal of Service Science and Management, 2013, 6, 177-185 ‘o::‘ Scientific
http://dx.doi.org/10.4236/jssm.2013.62018 Published Online June 2013 (http://www.scirp.org/journal/jssm) #%% Research

Organizational Factorsto the Effectiveness of
| mplementing Servitization Strategy

Zahir Ahamed, Akira Kamoshida, Takehiro I nohara

Graduate School of Decision Science and Technology, Tokyo Institute of Technology, Tokyo, Japan.
Email: zahir@valdes.titech.ac.jp

Received March 1%, 2013; revised April 37 2013; accepted April 10" 2013

Copyright © 2013 Zahir Ahamed et al. This is an open access article distributed under the Creative Commons Attribution License,
which permits unrestricted use, distribution, and reproduction in any medium, provided the original work is properly cited.

ABSTRACT

It has been recognized that in today’s highly competitive industrial markets, servitization is one of the key strategic
choices for many leading manufacturers to gain differentiation from competitors by offering value-added services. To
do so, however, requires a service-oriented strategy and the active implementation of this strategy, which comprises a
significant shift in the underlying business model, management philosophy and approach. Unfortunately, there has no
study examined the organization factors specific to the issues of servitization strategy. Therefore, this paper aims to
examine the influence of organization factors on the effectiveness of implementing servitization strategy. Data was col-
lected from three multinational electronics/ICT firms in Japan, respectively, Fujitsu, Toshiba, and Hitachi limited (FTH).
Organization answer to a survey included multiple choices and open questions about the perception, process, barriers,
and the important factors of implementing servitization strategy. The study result revealed that there were significantly
positive influences of organizational factors, such as leadership (17.2%), vision (16.3%, and marketing (9.5%), on the
effectiveness of implementing servitization strategy.
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1. Introduction Traditionally services provided by manufacturing or-
ganizations have typically been in the form of after-sales.
Services such as installation, maintenance and repair
have therefore generally been viewed as complementary
to the primary business focus on selling products [7].
Hence, services have conventionally been considered as
necessary add-ons to the core product portfolio. The
more contemporary view is that manufacturing compa-
nies need to move towards a more extensive provision of

Recently, it has been observed a significant trend in
manufacturing industry that the firms are shifting their
business from not only producing goods to offering an
integrated package of goods and services. This move-
ment has been termed as “servitization of business”. The
concept first introduced by Vandermerwe and Rada [1],
is now widely recognized as the process of creating value

by adding services to products. Since the late 1980s, the services to remain its competitiveness in the current mar-

adoption of this concept as a competitive business strat- ketplace [3,8,9]. The rationale for developing service
egy of manufacturing firm has been studied by range of  gperations, extending the services business and integrat-

authors [2-5] who have highly focused on developing the  jng products and services can be summarized by follow-
process and its implications in product saturated market. ing view points that drive companies to pursue a serviti-
This literature indicates a growing interest in this topic zation strategy; namely, financial, strategic, economic,
by academia, business and government [6], much of marketing and environments:

which is based on a belief that a move towards servitiza- 1) Financial Benefits: Services retain potentially higher
tion is a means to create additional value adding capa- margins than products [10-12], and generate substan-
bilities for traditional manufacturers. As a result, today tial revenue from an installed base of products with a
many leading companies embrace this concept as a ser- long life cycle [13,14]. However it secured the com-
vice-led competitive strategy, environmental sustainabil- pany for regular income and balances the effects of
ity, and the basis to differentiate them from competitors mature markets and unfavorable economic cycles [15,
who simply offer lower priced products. 16].
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178 Organizational Factors to the Effectiveness of Implementing Servitization Strategy

2) Strategic Advantages: Service addition helps the firm
differentiate from competition, aids the consolidation
and protection of the core product businesses, and es-
tablishes intimate relationships with clients. Since ser-
vices are more labor dependent and less visible ren-
dering them more difficult to imitate, and hence a
source of sustainable competitive advantage [3,9].

3) Economic Pressure: Service roles in manufacturing
sector are growing rapidly, as increased the share of
services activities are necessary to produce goods [17,
18]. Also, the de-industrialization and increasing in-
ternational division of labor between manufacturing
and services led to the declining shares of manufac-
turing in developed economies.

4) Marketing Opportunities: Service component has
great influence on purchasing decision and tend to in-
duce repeat-sales, and by intensifying contact oppor-
tunities with the customer, can put the supplier in the
right position to offer other products or services [16,
19].

5) Environmental Rationale: Services make sure the use
of resources more rationally and proper way [20].

Thus, by offering services, companies can gain insight
into their customers’ needs and are able to develop more
tailored offerings which in long-run creates values for
organizations. It has been observed in successful cases
that organizations such as IBM, General Electric, Fujitsu,
Siemens, Cannon and Hitachi have had a significant
share of revenues and profits from services since they
transformed into services operation in mid 1990s or/and
in the early millenniums. Oliva and Kallenberg [3],
Araujo and Spring [10] and Davies [21] argue that during
this transformation to a combined product-service offer-
ing, organizations are likely to change their strategies,
operations and value chains, technologies, people exper-
tise and system integration capabilities. However, the
transformation paths from product-centric strategy to a
combined product-service strategy are still poorly under-
stood and remain a new and complex concept [12,22,23].
Hence, the purpose of this paper is to seek the influence
of organizational factors experienced by Japanese manu-
facturing firms toward an implementing servitization
strategy.

In this study we aimed at exploring the tendency of
Japanese electronic/ICT firms toward servitization, and
identifying factors that influence to the effectiveness of
implementing servitization strategy. The main study ma-
terials were gathered with the help of questionnaire, dis-
cussion, and observations of three giant electronics/ICT
companies in Japan, namely, Fujitsu, Toshiba, and Hi-
tachi limited (FTH). The structure of this paper is as fol-
lows: after this introduction section research background
and hypothesis is presented. Section 3 describes the re-
search methodology was used in this paper. This is fol-
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lowed by Section 4, which verifies and analyzes the fac-
tors that influence on implementing servitization strategy
by using path analysis. The next section we articulate the
output of the results and presented the degree of influ-
ence toward servitization strategy. Section 6 concludes
the paper with summary and gives suggestions for the
future research in the field of servitization of business.

2. Towards Servitization of Business
2.1. Background

Today, manufacturing industries, especially high-tech
firms are under massive pressure and realize the difficul-
ties to achieve their desired profit from only selling
goods, which forces them to respond by moving up value
chain, seeking to innovate and create more sophisticated
products and services so that they do not have to compete
on the basis of cost alone [24]. In these circumstances,
the concept of servitization becomes an increasingly re-
levant strategy for manufacturing firms in developed
economies to improve their competitive advantage in the
market. Many manufacturers offer services, but may not
use services as the basis of their competitive strategy.
Servitization is defined as the strategic innovation of
organization’s capabilities and processes to shift from
selling products to selling an integrated product and ser-
vice offering that delivers value in use [1,25]. There are
various forms of servitization such as the Tukker [22]
proposes. They range from products with services as an
“add-on”, to services with tangible goods. They tend to
be delivered using customer-centric strategies in order to
provide “desired outcomes for the customer. According
to Oliva and Kallenberg [3], customer orientation con-
sists of two distinctive elements; first, a shift of the ser-
vice offering from product-oriented service to “user’s
process oriented services” (i.e., a shift from a focus on
ensuring the proper functioning and/or customer’s use of
the product to pursuing efficiency and effectiveness of
end-user’s processes related to the product), and second,
a shift of the nature of the customer interaction from
transaction-based to relationship-based (i.e., a shift from
selling products to establishing and maintaining a rela-
tionship with the customer). In other words, both a trans-
fer from the old transaction-based mode of service to
continuous connection with the customer and a shift to-
wards process-oriented services for end-users instead of
physical goods efficacy is required.

Servitization frequently occurs as a response to finan-
cial difficulties, new customer demands and strategic
product differentiation [3,9,19]. But, it is not an easy
strategic choice that a manufacturer needs to carefully
design its services. In order to succeed with servitization,
manufacturer is likely to need some new and alternative
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organizational principles, structures, and processes. Wise
and Baumgartner [2], Oliva and Kallenberg [3] and
Weeks [25] claimed that to implement a servitization
strategy successfully, organizations are required to
change their strategies, operations and value chains,
technologies, peoples for supporting cultural shifts in the
organizational blueprint, and system integration capabili-
ties. However, commentators have also suggested that
companies need to maintain a constant flow of innova-
tion, not only in terms of what is offered to the customer,
but also in how products and services are designed, pro-
duced, delivered, and marketed [26,27]. Based on the
previous studies, it is observed that while there is a sig-
nificant literature, theoretical models, and discussions
available in the general field of organizational success
factors, there are no models or study related to the spe-
cific issues of organizational success toward implement-
ing servitization strategy. Thus, this research is trying to
identify the influential factors of organization, which has
significantly positive impact on implementing servitiza-
tion strategy.

2.2. Hypothesis

This research hypothesizes that the implementing ser-
vitization strategy required a collaborative support of
many organizational forces, which is implicitly or explic-
itly influence on building firm product-service operations
or along with the change of company’s new directions.
Based on a comprehensive list of organizational factors
from related studies [28-34], five organizational factors
that influence on implementing servitization strategy are
identified to use in this study. The five factors are vision,
organization, human resource, leadership, and marketing
as shown in Figure 1.

Based on the review of the literature on the five di-
mension related to the implementation of servitization
strategy, the following hypotheses are presented:

HI1: Vision has a significantly positive influence on
implementing servitization strategy.

Vision

Organization

Servitization
HRM

Marketing

Leadershio

Figure 1. Structural model exploring the influence of or-
ganizational vision, organization, human resource, leader-
ship, and marketing on implementing servitization strategy.
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H2: Organization has a significantly positive influence
on implementing servitization strategy.

H3: Human resources have significantly positive in-
fluence on implementing servitization strategy.

H4: Marketing has a significantly positive influence on
implementing servitization strategy.

H5: Leadership has a significantly positive influence
on implementing servitization strategy.

3. Methodology
3.1. Data Collection

A self-administered questionnaire was used to measure
the factors under the investigation. Prior to the actual
distribution of the questionnaire, a discussions and pilot
study were conducted with the engagement of the firm
over two months period. This helps the authors to explain
the objective of questionnaire to the respondents and
ensure the consistency and clarity of the questions asked
which resulted in the questionnaires being refined and
rephrased accordingly. The questionnaires were also
translated to the native language (Japanese Language) for
better understanding who were less expert in English.

The questionnaires were then distributed to the em-
ployees of three multinational Japanese electronic/ICT
firms, referred to as Fujitsu, Toshiba, and Hitachi (FTH),
which can be qualified in its industry as a medium or
large size companies with yearly sales of JPY 4467 bil-
lion, 6100 billion, and 9665 billion (FY 2012) respec-
tively [35-37]. The selection of these companies were a
critical task for this study, as we sought to investigate the
hi-tech manufacturing firms who have a track record of
successful provision of product related services. For this
reason, we have adopted a purposive sampling strategy
and selected Japan based original hi-technology products
manufacturer that designs and manufactures high-value
electronics/IT goods for the business enterprise, govern-
ment and consumer market as well. A significant trend of
these three companies movement toward servitization of
business is explained in the following as case 1 (Fujitsu),
case 2 (Toshiba), and case 3 (Hitachi):

Case 1: Fujitsu limited, a leading Japanese information
and communication technology (ICT) firm was estab-
lished in 1935, as the manufacturing subsidiary of Fuji
Electric limited. At the beginning of the journey, com-
pany started to produce telephone and automotive ex-
change equipment and steadily expanded its activities in
producing computers, semiconductors, and telecommu-
nications equipment and so on. Historically, Fujitsu was
best known as the world’s number 2 maker of mainframe
computers, just behind IBM, but they exited from that
market at the turn of the millennium to focus its hard-
ware efforts on Unix-based servers, personal computers,
and peripherals. In the early 21% century, however, the
firm was deemphasizing its hardware roots, billing itself
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as an internet-centered company, and generating in-

creasing amounts of revenues from services and software.

The later, which included such areas as system integra-
tion services, front-end technologies, outsourcing ser-
vices, network services, system support services, security
solutions and consulting services. As a result, they
achieved over 50 percent of revenues from the provision
of services that are closely coupled to its products. The
company has made a significant progress and is at a rela-
tively advanced stage of servitization for a traditional
manufacturer. This was confirmed by the portfolio strat-
egy and marketing president who acknowledged that, ““at
the interfaces between the company and customers, I
think we are now seeing far more evidence of responsive
agile service-centered behavior and solution oriented to
the customers, so that, today we recognized as the Ja-
pan’s number 1 and world’s 3" largest IT service pro-
vider in the industry”.

Case 2: Toshiba, a world leader in high technology, is
a diversified Japanese manufacturer and marketer of ad-
vanced electronic and electrical products, spanning in-
formation & communications equipment and systems,
internet-based solutions and services, electronic compo-
nents and materials, power systems, industrial and social
infrastructure systems, and household appliances. Under
the management vision of “Innovation-driven, customer-
focused growth”, the key objective of the Toshiba is to
provide total utmost satisfaction to customers worldwide
through leading-edge products and top-of-the-line ser-
vices. In realizing this objective, company started to
transform its business structure from not only product-
centric to product-service-centric organization and stren-
gthening such focus businesses as integrated storage so-
lutions, retail solutions, home solutions, health care ser-
vices and solutions, and so on. In order to offer these
wide ranges of solutions to such business, pursuing
technology development, Toshiba realizing the impor-
tance of M&A investments and established new business
alliances. In addition, the firm continuing speed up the
pace of innovation by nurturing the buds for next genera-
tion business development and creating exciting new
values through the introduction of World’s First and ex-
pansion of World’s No.l products and services in the
global market.

Case 3: Hitachi is a traditional manufacturing firm of-
ten called the General Electric of Japan, and is in fact
considered to be one of the “Big Five” sogo denki or
general electric companies in Japan. The company bal-
anced its portfolio of business activities predominantly in
the field of electronics and electrical engineering that
renowned the Hitachi as a giant manufacturer in the in-
dustry. However, in the middle part of the last decade,
company realizes a significant change in the market de-
mand, increasing customer expectations for reliable and
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high quality services, cutthroat competition, and a thin
profit margin of manufacturing goods that calculated
only 2% of total revenues compared to more than 7%
from maintenance services. In these circumstances, Hi-
tachi started to shift its operations from not only produc-
ing or selling goods to offering an integrated package of
goods and services, even they already had hardware de-
pend services approximately 30 years ago like, mainte-
nances. So, in extend to service provision with core busi-
ness, company added non-hardware (Service ware) de-
pend services including operation management systems,
staffing, training, consulting, and solutions, etc. and ex-
pected to gain 7% to 8% profit from combination of
goods and services (Senior marketing manager). Of par-
ticular interest is the way in which the company is fre-
quently held to be an exemplar of the trend towards ser-
vitization of business [21,38,39].

The questionnaire for this study consisted of 30 items,
there were 25 items divided into five dimensions based
on the literature review as mentioned before and other 5
items were about the questions of servitization strategy.
A total of 100 questionnaires were distributed, and 57
were returned giving a response rate of 57%. The re-
spondents’ background ranges from diverse functional
areas including, planning and decision making, research
and development, portfolio strategy and marketing unit,
finance and human resource, business development unit,
service design and engineering and so on. The majority
of the respondents (70%) occupy managerial rank or
higher-level positions. The proportion in this rank in-
cludes HR managers, sales and marketing managers, ser-
vice engineers, operational managers, ubiquitous manag-
ers and senior managers. The other 30% of the respon-
dents belong to the top-level management. They are the
marketing directors, vice president of portfolio strategy,
senior consultants, and CEO. The use of respondents
from different backgrounds allowed different avenues of
inquiry to be pursued in the data collection [40]. The
questionnaire focused on determining the influence or-
ganizational factors on implementing servitization strat-
egy. Subjects were asked to assess their perceptions of
various items of different constructs about the factors of
organization and servitization strategy. Assessment were
based on a five-point Likert scale ranging from 1 =
strongly disagreed to 5 = strongly agreed the participants
indicated to what degree they observed the reasons as
important. Measures were adapted from [41].

3.2. Data Analysisand Procedure

The research model was analyzed using SPSS 18.0 pro-
gram (PASW). In order to ensure that the variables were
internally consistent, reliability assessment was carried
out using Cronbach’s Alpha (Table 1). The results
showed that the value of Cronbach’s Alpha for all vari-
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ables is higher than 0.8, satisfying a minimum require-
ment of 0.6. This suggests that the questionnaire and its
variables are reliable for the intended study.

According to the above Table 1, it is clear that we can
use all variables for the further statistical analysis, i.e.,
path analysis, which we conduct in Section 4.

4. Path Analysis

To verify the influence of organizational factors on im-
plementing servitization strategy, a path model linking
vision (V), organization (O), human resource manage-
ment (H), marketing (M), and leadership (L) with ser-
vitization (S) is tested using a series of regression analy-
sis in SPSS (PASW 18.0). The following path diagram in
Figure 2 is representing a proposed hypothetical model
involving five variables.

Figure 2 indicates that the path diagram consists of a
substructure, which contains five exogenous variables V,
O, H, M, L and an endogenous variable S Therefore, the
structural equation from above path diagram is as fol-
lows:

S=pgV+p0+pgH+pguM +pgL+¢.

According to the structural equation, servitization is
influenced by five exogenous variables V, O, H, M, and L.
We will investigate how these variables V, O, H, M, and
L are influenced to the implementation of servitization
strategy.

4.1. Correlations

First, we investigate the correlations of each variable V,
O, H, M, and L to S Based on the data, the correlations
matrix between variables has been obtained by using
SPSS version 18.0 (PASW). The output of the result is
shown in Table 2.

Based on Table 2, for example, the correlation be-
tween organization and servitization is 0.379. From Ta-
ble 2, the variable which have high correlation is vision,
i.e, 0.638.

4.2. Regression

Here are the tests for the predictors’ goodness of the fit
of the regression model and regression equation.

In Table 3, the R’ is 0.577. This suggests that there
is 57.7% goodness of fit of the model produced by the
regression equation. From R’ we can calculate the path
coefficient for others variable, which is not included in
our model. Thus, pg. =+/1-0.577 =0.650.

In Table 4, ANOVA tested the hypothesis that there is
a linear relationship between the predictors and the de-
pendent variable. F is the ratio of the mean square for
regression to the mean square for the residual. In Table 3,
when all predictors were entered, the significance level

Table 2. Correlations between variables.

S \% O H M L

Pearson 0.638 0379 0383 0.547 0.629
Correlation
S Sig. (1-tailed) 0.000 0.002 0.002 0.000 0.000
N s7 57 51T 57 5T 57
Pearson o o3 | 0451 0299 0437 0532
Correlation
V' Sig. (1-tailed)  0.000 0.000 0.012 0.000 0.000
N s7 57 51T 57 5T 57
Pearson 309 0451 1 0416 0353 0348
Correlation
= O Sig (1-tailed) 0.002 0.000 0.001 0.004 0.004
N s7 57 51T 57 5T 57
Figure 2. Structural relationship between V, O, H, M, L and Pearson
S, Conmbae 0383 0299 0416 1 0277 0381
H o .
Table 1. Reliability test results of the independent variables. Sig. (I-tailed)  0.002 0.0120.001 0.018 0.002
N 57 57 57 57 57 57
Variables Items Cronbach’sAlpha
Pearson 547 0437 0353 0277 1 0445
. Correlation
Vision 5 0.899 M
Sig. (1-tailed) 0.000 0.000 0.004 0.018 0.000
Organization 5 0.897 N 57 57 57 57 57 57
HRM 5 0.898
Pearson )9 0532 0348 0381 0445 1
Correlation
Marketing 5 0.896 L . .
Sig. (1-tailed) 0.000 0.000 0.004 0.002 0.000
Leadership 5 0.898 N 57 57 57 57 57 57
Copyright © 2013 SciRes. JSSM
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associated with the observed value of F was 13.909
(=0.000). Thus, the hypothesis can be accepted and we
may conclude that there is a significant linear relation-
ship between the set of independent variables and the
dependent variable.

In Table 5, coefficients for variables V to L or beta
coefficients has been calculated, i.e, pg, is 0.347;
P 15 —0.008; pg, is 0.102; pg, is 0.235; and pg
is 0.304. Therefore, the regression coefficients from the
above results can be represented in our output path dia-
gram in Figure 3. Here, we also displayed the r,, Iy,
Mt s Twe> Fs Tu-and f, values of R’.

0.650

Figure 3. Output path diagram (Structural relationship of V,
O, H,MandLtoS).

Table 3.Summary of the model testing.

Adjusted R Std. Error of
Model R R Square Square the Estimate
1 0.760° 0.577 0.535 0.361

“Predictors: (Constant), V, O, H, M, L.

Table 4. ANOVA output of the hypothesistesting.

Model Sumof ¢ Mean F Sig.
Squares Square
Regression  9.100 5 1.820 13.909 0.000°
1 Residual 6.673 51 0.131

Total 15.773 56

*Predictors: (Constant), V, O, H, M, L.

Table 5. Regression coefficients analysis.

Unstandardized  Standardized
Model Coefticients Coefficients t Sig.
B Std. Error Beta
(Constant) 0.353 0.405 0.870 0.388
L 0.276 0.105 0.304 20.635 0.011
\% 0.358 0.120 0.347 20.977 0.004
: M 0.208 0.095 0.235 20.191 0.033
O —0.007  0.100 —0.008 —0.071 0.944
H 0.068 0.070 0.102 0973 0.335

5. Output of the Results
5.1. Identifying Influential Factors

The relevant output is in the tables labeled Correlations,
Model Summary, ANOVA and Coefficients. These tables
are shown in SPSS output 18.0 (PASW). The first table
in the output (not produced here) gives descriptive statis-
tics such as means and standard deviations. Next comes
the correlations table, and we see that the correlations
that our model specified as casual effects are all statisti-
cally significant. This is encouraging. The next table (not
produced here) is Variables Entered/Removed, and this
just tells us that vision, organization, HRM, marketing,
and leadership were entered properly and that servitiza-
tion was the dependent variable. Next is the model sum-
mary, in which we see that R’ =0.577. Thus, there is
57.7% goodness of fit of the model produced by the re-
gression equation. Then comes an ANOVA table that just
confirms that the regression equation is significant. Fi-
nally, we have the coefficients table, in which we see that
the “Sig.” values are 0.004 for vision, 0.033 for market-
ing, and 0.011 for leadership to servitization, which is
just significant (p = 0.05), as “Sig.” (p-value = 0.05) is
the significance level for the test of the hypothesis. But,
the “Sig.” value for factors, like organization and HRM
are 0.944 and 0.335 respectively, which is greater than
0.05 and is not significant to servitization. Therefore, in
Table 6, the hypothesis H1, H4, and H5 are accepted and
have direct influence to the implementation of servitiza-
tion strategy. But, the hypothesis H2 and H3 that there
are a linear relationship between these predictors and
attractiveness can be rejected.

5.2. Degree of Influences (Proposition)

According to the output of analysis described in the pre-
vious section, we found that the factors, like vision,
marketing, and leadership are significantly influence to
the implementation of servitization strategy. On the basis
of this understanding, we can propose and improve the
following path diagram involving three variables in Fig-
ure4.

The current path diagram (Figure 4) contains three
exogenous variables V, M, L and an endogenous variable

Table 6. Result for hypothesestest.

Research Hypotheses Results
1H Accepted
2H Rejected
3H Rejected
4H Accepted
SH Accepted

Copyright © 2013 SciRes.
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S Thus, the structural equation of this path diagram is as
follows:

S=pgV+pauM+pgL+e.

Based on the above structural equation, servitization is
influenced by three exogenous variables V, M, and L. We
will investigate how these variables V, M, and L are in-
fluenced to the implementation of servitization strategy.
The regression analyses required by the path model in
this part are carried out in the same way, using regression
dialog boxes. This time, we will not reproduce the output
tables again, but only the relevant information from them
is as follows: the correlations specified in the model are
significant, the independent variables in each regression
was entered and the ANOVA confirmed that all were
significant. The R* is 0.569, which means that there is

56.9% goodness of fit of the model produced by equation.

Finally, the coefficients of the wvariables, in which
p-value (Sig. column) = 0.002 for vision, 0.023 for mar-
keting, and 0.004 for leadership that are smaller than
0.05 and significant to the implementation of servitiza-
tion strategy. The graphical regression coefficients are
displayed in our output path diagram in Figure 5, where
we also displayed the r,, r,,and r, values of R’.
From R’, we can calculate the path coefficient for oth-
ers variable, which is not included in our model, i.e,
Ps. =V1-0.569 =0.656.

LV
Psy
£
Psm l
>S M——> §
PsL
I

Figure 4. Structural relationship between V, M, L and S.

Y
0.355
&
l0.656
0.244
> M | S
(7332

Figure 5. Output path diagram (Structural relationship of V,
M,and L toS).

Copyright © 2013 SciRes.

In order to identify the degree of influence of variables
V, M, and L towards servitization, we calculated each of
these variables’ direct and correlative relational influ-
ences, which are as follows:

1) Influence of Vision (V)
Direct Influence
= Py % Ps, =(0.355)(0.355) =0.126

Influence through correlative relations with marketing
(M) = pg, X Ty X Pan =(0.355)(0.437)(0.244) = 0.037

2) Influence of Marketing (M)
Direct Influence
= Pan X Pan = (0.244)(0.244) = 0.059

Influence through correlative relations with leadership
L)
= Pan X Ty X pg =(0.244)(0.445)(0.332) = 0.036

3) Influence of L eadership (L)
Direct Influence
= pg x py =(0.332)(0.332) =0.110

Influence through correlative relations with vision

(V)= pg xt, % pg, =(0.332)(0.532)(0.355) = 0.062

Therefore, on the basis of above calculations, we can
summarize the following results:

1) The direct influence of vision (V) toservitization is
12.6% (0.126), and through the relationship with
marketing is 3.7% (0.037). Thus, the influence of vi-
sion toward implementing servitization strategy in
total is 16.3% (0.163).

2) The direct influence of marketing (M) to servitization
is 5.9% (0.059), and through the relationship with
leadership is 3.6% (0.036). Thus, the influence of
marketing toward implementing servitization strategy
in total is 9.5% (0.095).

3) The direct influence of leadership (L) to servitization
is 11% (0.110), and through the relationship with vi-
sion is 6.2% (0.062). Thus, the influence of leadership
toward implementing servitization strategy in total is
17.2% (0.172).

6. Conclusions

Servitization is now widely recognized as the innovation
of an organization’s capabilities and processes, to better
create value through a shift from selling product to sell-
ing product-service systems (PSS). To be competitive,
sustainable, and differentiate itself, it is one of the key
strategic choices that the manufacturers can consider for
long run business perspectives. Today, many Japanese
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leading companies like, Fujitsu, Toshiba, Hitachi, and so
on embraces this concept as a service-led competitive
strategy, environmental sustainability, and the basis to
differentiate themselves from competitors who simply
offer lower priced products. But, transforming from
product manufacturing to product-service system is not
an easy strategic choice and that a manufacturer first
needs to carefully design its services. To succeed with
servitization, a manufacturer is likely to need some new
and alternative organizational principles structures and
processes. Consequently, the firm needs to understand
the success factors, which is undoubtedly important to-
wards implementing servitization strategy.

In this paper, the researcher explored the relationship
between organizational five factors and the implementa-
tion of servitization strategy using a questionnaire survey
of three Japanese electronics/ICT firms (FTH). The re-
sults of this study provide a clear indication that organ-
izational factors are, indeed, highly significant on im-
plementing servitization strategy. Our empirical study
also found that organizational factors such as leadership
(17.2%), vision (16.3%), and marketing (9.5%) signifi-
cantly influenced to the implementation of servitization
strategy. The research result can be used to identify the
key organizational factors in shifting from manufacturing
to servitization, and to help companies for mitigating
transition risks especially related to organizational proc-
ess and behaviors. The expected benefits from this re-
search are to help enterprise managers and decision
makers to make the correct tactics for implementing ser-
vitization strategy and achieving their desired objectives.
Since our empirical study analyzed data collected from 3
organizations in Japan, it would be interesting and valu-
able to conduct similar surveys in other regions for com-
parative studies. Furthermore, we may extend our study
in the future by increasing the number of sampled com-
panies, including other organizational factors such as
organizational culture and top management support,
management style, resources allocation, and investigating
how the effectiveness of servitization strategy influences
organizations upon their performance in various areas
such as financial output, competition edge, customer sat-
isfaction, corporate image, credibility, trust, and reputa-
tion in the market. Is there any other alternative that the
manufacturer can consider as the value proposition to
their offerings rather than servitization?
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