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Abstract 

The concept service infusion implies that services are being included in a product-
centric business to some extent. This movement towards integrating services will 
change how the business is performed in such a company; in other words, service 
infusion will lead to changes in the business model. This thesis aims to describe 
how service infusion affects the business in general and more specific effects in 
the business model.  

Volvo Trucks are somewhere in the process of service infusion and have several 
services offered to the market, such as Dynafleet, fuel advice, and driver training. 
In 2008, the service driver training was launched on the Romanian market and 
Volvo Trucks struggled with selling the service for a fee. This led to Volvo 
Trucks making the decision to start giving away the service for free. The objective 
of the service driver training was from the begging to sell it for a fee and the 
transition from service for free to service for fee is the main focus in this thesis.  

Through an analysis of the theoretical framework chosen for this thesis and a case 
study performed on Volvo Trucks, four success factors for the transition from free 
to fee could be identified: deep understanding of customers, show the value of the 
service, introduce sales commissions, and develop a pricing strategy. All these 
success factors are chosen to ease the transition from a service for free into a 
service for fee.  
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1 Background 

When competition is getting harder and harder, margins getting lower and lower – 
what is the solution for staying profitable? Probably there are as many answers to 
this question as there are companies in the world. But, one answer to this question 
is to explore new ways of making business. For manufacturing companies, one 
solution could be moving into the business of service. More and more services are 
offered to the market and there are fewer companies only focusing on 
manufacturing (Grönroos 1990). This movement towards integration of services is 
called service infusion and addresses multiple challenges (Brax 2005; Oliva & 
Kallenberg 2003; Neely 2008). The area of service infusion has been present for 
several decades and has been widely analyzed with different aspects (Neely 2008; 
Oliva & Kallenberg 2003; Kindström et al. 2012). However, there is a gap in 
studies about implications regarding value proposition and revenue streams as a 
result of service infusion.  

Many companies today have introduced services into their business. Sometimes 
the services are given away for free and sometimes being charged with a fee. 
However, when the importance of services increases in the business of companies, 
there is sometimes a need or desire to start selling them for a fee. Strategies for 
enabling such a transition from service for free to service for fee have not been 
found in previous research. 

This thesis aims to provide an understanding of implications coming from service 
infusion, more specifically from the transition from giving away services for free 
to selling services for fee and its effects on value proposition. Through a 
theoretical framework and an empirical case study on Volvo Trucks, 
consequences of such transition will be analyzed and discussed with focus on 
value proposition.  

Volvo Trucks are in the service infusion process and are currently offering several 
services such as Dynafleet, fuel advice, and driver training. Dynafleet is a web-
based transport information system giving the customer information regarding 
positioning, driver times, and fuel efficiency of each specific truck included in the 
fleet. Fuel advice intends to guide customers how to decrease fuel consumption 
through information about each driver and their performance. However, in this 
thesis, the service driver training will be in focus and the service has gone through 
the transition from being given away for free and is now sold for a fee. 

Through existing theories regarding service infusion and business model 
innovation combined with empirical evidence from the case study on Volvo 
Trucks, the author of this thesis hope to find success factors regarding the 
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transition from free to fee. As a result of this comparison, the objective is to 
extract recommended actions for such a transition to be successfully implemented.  

1.1 Problem formulation  

Manufacturing companies tends to more and more integrate services into their 
value propositions and this is what is referred to as service infusion. When 
services are becoming a greater part of companies’ offerings, it will imply 
changes in the business model (Neely 2008). However, this change from a 
product-centric business model to a product and service-centric or a pure service-
centric business model is not always in focus, even though it might be as 
important as the actual change in offering. This thesis will theoretically try to 
highlight what service infusion implies when it comes to business model 
innovation and specifically effects of the value proposition and revenue streams.  

As a starting point of service infusion, services could be included as “add-ons” to 
products (Oliva & Kallenberg 2003). Such “add-ons” are often complimentary 
and used as a sales argument for selling the product in focus. However, when the 
service infusion process matures, services are looked upon as more than “add-
ons” and are supposed to be profitable and bear its own costs. The only way to 
successfully solve such an equation is to start charging for the services. This is 
where things start to get interesting. How should companies all of a sudden start 
charging fees for services that used to be free? This thesis will try to extract 
success factors for such a transition through a comparison of theoretical 
framework with the empirical study made on Volvo Trucks.  

1.2 Purpose 

The purpose of this thesis is to gain a deeper understanding of the implications in 
value propositions coming from service infusion and strategies to make the 
transition from giving away services for free to implementing services for fee.  

1.3 Research questions 

• In what way does service infusion affect business models in general and 
the value proposition in particular? 

• What factors can ease the transition from giving away service for free to 
selling it for a fee? 
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1.4 Case study company description 

Volvo Trucks is a part of Volvo Group with focus on manufacturing trucks for 
markets worldwide. Since the late 1920s, Volvo has been building trucks and has 
ever since been one of the leaders in developing and manufacturing new trucks 
(Volvo Trucks 2013). As many other manufacturing firms, Volvo Trucks are in 
the process of service infusion, offering a bunch services such as Dynafleet, fuel 
advice and driver training (Plesko 2013). The transition from only providing 
products to also providing services have been an ongoing process in Volvo Trucks 
and their service driver training have recently gone through the transition from 
being given away for free to start being charged for a fee. 

Driver training is a service given on multiple markets and Volvo Trucks launched 
the service on the Romanian market in 2008. The original thought was that the 
service was should be sold for a fee, but due to circumstances regarding the 
market demand this strategy had to be changed. During the first year after the 
launch, the service was sometimes sold and sometimes given away for free. The 
next couple of years, services given away for free became more and more 
common. However, somewhere along the road Volvo decided to change this and 
start charging more services rather than giving them away.  

This transition from free to fee is the main focus in the empirical study performed 
on Volvo Trucks. Through interviews with managers on Volvo Trucks, the 
transition from free to fee have been discussed and data from the years of the 
transition have been received.  

1.5 Disposition of this thesis 

To enlighten the reader how this thesis is built, a small description of the 
disposition of this thesis will be given. Chapter 1 introduces the background 
information about the areas investigated, a formulation of the problem and for 
what purpose the thesis is done. Also, the research questions will be given in 
chapter 1 together with a small description about the case study company Volvo 
Trucks. In chapter 2, the methodology of this thesis is presented. It aims to 
describe how, why and in what way the thesis is carried out. Chapter 3 describes 
the theoretical framework chosen to give the reader essential information about 
the areas of interest, such as service infusion, business models and business model 
innovation. In chapter 4, empirical findings and results are presented from the 
case study performed on Volvo Trucks. The information and data presented is 
also analyzed in the same chapter. Furthermore, an analysis of what service 
infusion implies in business model innovation will also be given. Chapter 5 
consists of a discussion about the thesis in general and will lead to answering the 
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research questions presented in chapter 1. As a final part of the thesis, chapter 6 
describes the conclusions made and areas that could be of interest for future 
research. 
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2 Method 

This chapter describes and motivates the methods chosen to fulfill the purpose of 
this thesis. The methods used is described and justified under each topic and will 
provide the reader with information regarding how this thesis is constructed. The 
chapter starts with a description of the approach of the thesis and how the study 
was carried out and continues with describing how empirical evidence is 
gathered. Finally, a discussion on the validity and reliability of this thesis is 
included. 

As a starting point of this thesis, a theoretical understanding of service infusion 
was needed. An investigation of scientific material regarding service infusion 
gave such understanding and also other areas of interest were found as recurring 
concepts. Such areas are business model innovation, value proposition and 
revenue streams. The theory has been compiled from books and scientific articles, 
with the majority coming from scientific articles found in databases. Patel & 
Davidson (2003) claim that information found in books often are developed in its 
entirety, but information found in articles often reflects the very latest material 
within the area of interest. Due to the novelty of the area of service infusion and 
its implications, most theory is collected from scientific articles.  

To support the theoretical knowledge of service infusion and its implications, a 
case study were performed on Volvo Trucks. The study of Volvo Trucks consists 
of multiple interviews and data received from Volvo Trucks and a separate 
interview with a manager from Volvo IT. Separate sections explaining the case 
study and the results of this empirical study will be given later.  

To determine implications coming from service infusion, a comparison between 
the theoretical framework and the empirical findings from the case study were 
made and analyzed. These finding were later discussed and evaluated in detail.   

2.1 Qualitative research 

Studies can be performed in a qualitative or quantitative manner or in some cases 
as a mix of qualitative and quantitative. Holme & Solvang (2008) state that there 
is no competition between the two options, but they do have different strengths 
and weaknesses. Quantitative studies are preferred when much information is 
available of the same variable or situation and when answers are preferred as the 
average or common of many participators. Qualitative studies, on the other hand, 
are preferred when much information is available about one situation and when 
looking for the unique or peculiar (Holme & Solvang 2008). 
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Ghauri & Grønhaug (2005) says that qualitative research is relevant when 
previous research or knowledge about the area of interest is small or modest and 
the problem of this thesis is such an area. Much focus has been put on clarifying 
the theoretical areas such as service infusion and business model innovation, but 
there is a grey area when it comes to effects on value proposition coming from 
service infusion when services are going from free to fee which justifies the 
choice of a qualitative research. Because of the situation given, where Volvo 
Trucks have performed the transition from free to fee with one specific service 
and provide data and information about that single service, a qualitative study will 
be performed in this thesis. 

When performing a qualitative study, great emphasis lies on the researcher to 
truthfully reflect the situation of the areas studied. In other words, the reliability of 
the study must be high. Also, the results of the study are depending on how the 
researcher interprets and analyses the situations given (Holme & Solvang 2008). It 
is hard to ensure the interpretations to be correct, but some preventive actions 
were taken to prevent misinterpretations.   

2.1.1 Case study 

When trying to explain effects from theoretical concepts, there is a need for 
empirical evidence to support the theories. Therefore, as a part of this qualitative 
study, a single case study was performed with Volvo Trucks. Volvo Trucks have 
made the transition from free to fee with its service driver training and provided 
sales data for that specific service from the period of interest. The access of data 
and first-hand information is the reason why Volvo Trucks is considered a 
suitable choice of case in this study.  

Case studies are preferably used in situations where  “how” and “why” questions 
are asked (Yin 2003). Because of the general lack of knowledge in this transition, 
many of the questions becomes “how” and “why” to understand Volvo’s actions 
and reasons for doing so. The research questions of this thesis both handle success 
factors and implications coming from the same origin. Eriksson & Kovalainen 
(2008) describes results from case studies as versatile, where both problems and 
success factors can be pointed out.  

2.1.2 Interviews 

All empirical evidence comes from the case study performed on Volvo Trucks. 
The primary data coming from the case study consist of interviews with two 
managers on Volvo Trucks in Sweden and Romania and a third interview made 
with a manager on Volvo IT. The secondary data is gathered by Volvo Trucks and 
consists of statistical numbers concerning the sales of the service driver training 
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during the years of the transition. Primary data is considered as data collected or 
witnessed by the author himself for its own use and secondary data is data 
collected by others for other use than for your purpose (Patel & Davidson 2003).  

Both managers on Volvo Trucks are to some extent involved in the transition 
from free services to services for fee and the interviewee on Volvo IT is working 
in a group responsible for research within the area of services for Volvo group. 
The interviews made have been performed with very little structure and were 
similar to ordinary conversations between people. However, there have been 
predefined areas of interest that the interviewee has been guided to explain in 
detail, in line with what Patel & Davidson (2003) suggest doing in qualitative 
interviews. The interviews were not performed according to any predefined 
scheme of questions, but the questions always circled around the transition from 
service for free to service for fee and service infusion. This technique with semi-
structured interviews is considered suitable in qualitative studies (Holme & 
Solvang 2008).  

Two interviews were conducted face-to-face and the third via Volvos meeting 
portal. The meeting portal is a software program enabling both conversations over 
telephone and sharing desktops at the same time. Only one of the interviews was 
recorded due to technical reasons. The meeting performed via Volvo’s meeting 
portal did not allow any recording possibilities and during the second unrecorded 
interview, a confidentiality clause were signed allowing no information to be 
recorded. Recording interviews are considered practical to ease the evaluation of 
the interview, but can also constrain the interviewee (Ejvegård 2003).  

During the two interviews made with managers on Volvo Trucks, two researchers 
(Martin Löfgren and Lars Witell) from CTF, Service research center at Karlstad 
University, were present and participated due to future research interest. These 
two interviews were not recorded and during the interviews, all three participators 
have taken notes individually and later discussed the content in order to reflect the 
answers as good as possible.  

2.2 Validity and reliability 

Validity and reliability are two terms very similar to each other, at least in 
qualitative studies. However, in quantitative studies, validity and reliability are 
more separated concepts and are to some extent of higher importance because of 
the statistical focus (Patel & Davidson 2003). 

Validity refers to measuring what is intended to measure, i.e. to have valid 
information related to the reality (Ejvegård 2003; Eriksson & Wiedersheim-Paul 
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2006). However, it is probably impossible to measure or control something 
exactly as it is in the reality (Kirk & Miller 1986).  

The problem of getting valid information differs in qualitative or quantitative 
studies. Holme & Solvang (2008) say that valid information is ‘easier’ to get in 
qualitative studies due to the closeness to the observed unit in qualitative studies 
compared to quantitative studies. However, since it is the interpretations of the 
researcher given in qualitative studies, the information could be invalid if the 
interpretations are wrong compared to the reality (Holme & Solvang 2008).  

Reliability refers to how trustworthy and accurate the gathered information is 
(Ejvegård 2003; Holme & Solvang 2008). In qualitative studies reliability is a 
more questioned term. Because of the uniqueness of a qualitative interview, or 
other methods of gathering qualitative information, reliability cannot be 
determined in one general definition. Because of this, reliability and validity are 
often closely related in qualitative studies and reliability is sometimes ignored 
(Patel & Davidson 2003). 

For future research potential, there is a need to establish a trustworthy and valid 
thesis. Because of the unique situation examined and the modest previous 
knowledge in the investigated area, there is need for gathering reliable and valid 
information to create as credible result as possible. As three interviewers have 
been present during the two none-recorded interviews, the information gathered 
have been reviewed and discussed between all parts, increasing the validity of the 
information presented in this thesis. The secondary data in this thesis is gathered 
by Volvo Trucks and the validity of this data is therefore impossible for the author 
of this thesis to influence.  

One of the interviewees in this study is directly responsible for the service driver 
training on the Romanian market and is the one making decisions about the 
service. Due to this selection of interviewee, the validity of the information is to 
be considered as high, since he is the person best suitable for answering our 
questions. The second interviewee on Volvo Trucks is a logistics manager in 
Sweden and has presented basic facts about the general situation of Volvo Trucks 
and the transition from free to fee. He has also acted as an intermediary for our 
contact with the other interviewee on Volvo Trucks. The third interviewee, 
working at Volvo IT, was chosen because of the knowledge about the concept of 
service infusion and the connection to Volvo Trucks as part of the division that 
are responsible for service innovation and research within the Volvo Group.  
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3 Theoretical framework 

A service is not only referred to intangible goods or personal actions. Depending 
on how you define your products, almost anything could be looked upon as a 
service. For instance, a manufacturing product can be turned into a service or a 
solution depending on how your offer is constructed. Grönroos (2000, pp. 48) 
describes service in a similar way: “A service is a process consisting of a series of 
more or less intangible activities that normally, but not necessarily always, take 
place in interactions between the customer and service employees and/or physical 
activities or goods and/or systems of the service provider, which are provided as 
solutions to customer problems.” 

A good could also be looked upon as a service, despite the fact that it is a tangible 
product (Shostack 1977). A truck could be seen as an opportunity of creating 
value instead of only buying steel and tires, meaning that it could be seen as a 
transportation service instead of a product.  

Through this chapter the reader will be provided with information about the 
theoretical foundation this thesis is built upon. It will start with introducing 
service infusion, moving on to business model, and end with business model 
innovation.  

3.1 Service infusion in manufacturing firms 

The transition of implementing services in manufacturing companies is referred to 
as servitization, service transition or service infusion. In this thesis, the transition 
will be termed service infusion. Service infusion is not a new phenomenon but the 
area has been more highlighted during the last decades due to the increase of 
services given by manufacturing companies (Grönroos 1990). However, this has 
led to new areas of interest within the concept of service infusion being found and 
new implications that needs to be evaluated.  

In the late nineties, Vandermerwe & Rada (1988) defined service infusion as the 
movement towards offering packages or bundles of goods and services, where 
services are beginning to dominate your business. Oliva & Kallenberg (2003) later 
developed a model of this transition: 
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Figure 1. The product service continuum (Oliva & Kallenberg, 2003, pp. 162). 

 

Moving along the continuum, left to right, increases the importance of services in 
offerings. When starting the service infusion, at the far left end, services are 
merely looked upon as “add-ons” to the product and companies often give away 
such services as a sales argument of the product (Oliva & Kallenberg 2003). The 
figure describes how service infusion affects the perception of products or 
services as “add-ons”. At the beginning of service infusion, at the left end, the 
service is looked upon as an “add-on” and when the importance of services are 
higher, at the right end, the product is looked upon as an “add-on” instead (Oliva 
& Kallenberg 2003).  

Due to the increased competition in the markets of manufactured products, 
services are one way of differentiating your offer. Vandermerwe & Rada (1988) 
have compiled possible advantages from service infusion: Setting up barriers to 
competitors and customers, creating dependencies, and differentiating the market 
offering are a few listed advantages. The most obvious advantages from service 
infusion are creating barriers for competitors and differentiating the offering. 
When differentiating your offer, it is getting harder for competitors to copy and at 
the same time hopefully offers greater value for the customer than the offers from 
competitors does. Competitors are not only companies producing similar offers; it 
also includes consultants or other third parties that offer services similar to yours. 

When introducing variations of services attached to products as a bundle, the 
chance of dependencies between the company and its customers increases 
(Vandermerwe & Rada 1988). It might sound strange to say that service infusion 
sets up barriers to customers, but it means that the bundles are created in such way 
that the customer should not choose to perform the service themselves. This is due 
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to several factors, such as economic reasons and lack of knowledge 
(Vandermerwe & Rada 1988).  

Service infusion requires more than changes in offerings; it also requires a new 
logic in making business (Brax 2005). Neely (2008) claim that service infusion 
address changes in business models, specifically that value propositions should be 
directed towards customers and consumers instead of producers and suppliers. 
Oliva & Kallenberg (2003) also claim that such a transition implies managerial 
challenges and stresses the change from a transactional-focused business model to 
a relationship-focused. Such changes are also noted by Neely (2008) who is 
claiming when going from selling products to adding selling services, the 
marketing focus turns from transactional to relational. Instead of focusing on one-
stop payments when selling products, there should be a focus on establishing 
long-term relations with customers when selling services. Neely (2008) also 
explain the shift when it comes to the sales department. It could be hard for sales 
personnel to see the economic potential of services when referred to products. An 
interviewee in Oliva & Kallenberg (2003, pp. 161) explains the problem: “It is 
difficult for an engineer who has designed a multi-million dollar piece of 
equipment to get excited about a contract worth $10,000 for cleaning it.” 

Creating a separate business unit with profit-and-loss responsibility to handle the 
services is seen as a critical success factor by Oliva & Kallenberg (2003). Selling 
services compared to selling products are two different things. As mentioned 
above, there are difficulties with getting employees excited over selling services 
for pocket change when comparing it to selling expensive products. This reflects 
on the people in the sales department where commission often is a part of the 
salary (Ulaga & Reinartz 2008). Selling products for enormous sums would also 
give huge commissions and selling services for smaller amounts would of course 
not render the same money. If services are becoming more common in the range 
of offers, the commission to the sales people needs to motivate them to sell 
services as well. Ulaga & Reinartz (2008, pp. 95) explains this in their article by 
saying: “It almost goes without saying that a move to services will fail unless 
salespeople are financially motivated to promote them instead of focusing solely 
on product sales.” 

3.2 Business Model 

A business model sets the direction of how to perform business within a company. 
Chesbrough & Rosenbloom (2002, pp. 530) define a business model as “the 
architecture of revenue” emphasizing the importance of a business model well in 
line with the products and services available in the company. Sako (2012, pp. 23) 
uses the definition of business model as “the overall business logic of a company 
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at a strategic level”. There are probably as many business models as there are 
companies around the world because of the uniqueness needed to achieve the 
competitive advantage a well-structured business model could give.  However, in 
this thesis the main definition will come from the creator of Business Model 
Canvas, Alexander Osterwalder, and is defined as follows: “A business model 
describes the rationale of how an organization creates, deliver and captures value” 
(Osterwalder & Pigneur 2010, pp. 14). 

Business models have not always been as highlighted as it is today. For some 
decades ago, the businesses consisted of less components and complexity 
(Bridgeland & Zahavi 2009). Today, however, the situation is different. 
Complexity is almost mandatory when going into any business. Bridgeland & 
Zahavi (2009, pp. 9) claims that “complexity is a driver of the rise of business 
modeling”, and by comparing to the definitions given, it seems as a valid 
argument. When having more complex situations and systems, the need for a 
guideline of how to make business becomes a necessity.  

There are of course known models with pre-structured frameworks, but no 
business model is exactly alike one another. However, this is also one of the 
greatest issues related to developing a business model since the content needs to 
be in line with the company’s’ way of performing business. A known example of 
a business model is Gillette’s ‘razor and blade’ (Teece 2010) that is used by more 
companies than Gillette. For instance, Apple uses a similar model as the ‘razor 
and blade’ model (Amit & Zott 2012), but there is a big difference in the usage 
between the two companies. The main difference is spotted when looking at the 
offerings from each company. Gillette is offering a main product, a razor, which is 
a low-margin product and sells razor blades on the side, with a high profit margin. 
Comparing the razor and the razor blades of Gillette, two products, with one of 
Apple’s offerings that consist of a product and a service, iPhone and iTunes. This 
difference in offering, from pure products to a mix of product and service, has to 
be considered when designing the business model. 

3.2.1 Business Model Canvas 

Canvas is originally based on a thesis written by Osterwalder (2004) and later 
conceptualized in his book ‘Business Model Generation’. The authors describe 
Canvas as “a shared language for describing, visualizing, assessing, and changing 
business models” (Osterwalder & Pigneur 2010, pp. 12). 

Canvas consists of nine building blocks, creating a systematic scheme of the 
business model on one piece of paper. A Canvas can be seen as a playground 
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where strategic alternatives are evaluated. The business model Canvas consist of 
the following blocks: 
 

1. Customer Segments 
2. Value Proposition 
3. Channels  
4. Customer Relationships 
5. Revenue Streams 
6. Key Resources 
7. Key Activities 
8. Key Partnerships 
9. Cost Structure 

 
 

 
Figure 2. Business Model Canvas  
(Source: http://www.coachfederation.org/includes/media/images/Business-Model-
Canvas.jpg) 

The Canvas read from left to right indicate the resources and activities needed in 
order to reach end customer. At the same time, money will transfer from cost in 
the beginning to revenue at the end. At the very center of the model, value 
proposition is found. This represents the importance of that particular building 
block, since it is the essence of all business. If a company cannot provide value 
for the customer, the business will most likely fail being profitable. However, all 
nine building blocks interact and not one of them could be taken away without 
having severe effects of the businesses of the company. With that said, it is the 
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model as a whole that creates the value in the end. In this thesis, however, the 
building blocks of interest are value proposition and revenue streams.  

3.2.2 Value Proposition 

The term value is in its most simple definition very complex. What one person 
consider valuable could be worthless for someone else. An old expression says 
that beauty lies in the eye of the beholder, which is fully applicable on the term 
value. Priem (2007, pp. 219) uses this when saying, “consumers are arbiters of 
value. When Christie’s auctions a painting, the highest bidder determines its 
value”. In other words, value cannot be created without knowing what the 
beholder wants.  

As said, value is determined by the user and not by the producer. In fact, the 
producer can only provide a value proposition for the customer as an opportunity 
for value creation. Providing value is the essence of making a product or service 
profitable and when selling services the importance lies in understanding what 
customers and consumers consider valuable (Neely 2008). Without the ability to 
create value for the customer, the customer will not be willing to pay for it – if he 
or she even finds it interesting at all. Osterwalder & Pigneur (2010, pp. 23) 
describe value proposition as: “A value proposition creates value for a customer 
segment through a distinct mix of elements catering to that segment’s needs.” 

The creation of a successful value proposition is therefore highly dependent on a 
deep understanding of the customers business and needs. One might think that 
asking the customer what they want is to gain a deep understanding, but that is 
necessarily not true. Osterwalder & Pigneur (2010, pp. 129) uses a citation from 
the pioneering founder of Ford Motor Company, Henry Ford: “If I had asked my 
customers what they wanted, they would have told me ‘a faster horse’”.  

This really shows the difficulties of understanding your customer. How should 
one know what customers’ wants and needs if the customer itself does not know? 
However, this also shows the importance of understanding what underlying needs 
customers have. Edvardsson et al. (2007) elaborates this importance by saying 
that such an understanding is key to success, which are one out of eleven success 
factors for developing new services mentioned in the article.  

Another difficulty is to demonstrate the value of the service offer. A good value 
proposition should make it easy for the customer to understand what benefits the 
service could provide, especially when the service comes with a fee. One way to 
ease this comparison between benefits and price, and also use as a sales argument, 
is to show actual numbers or statistics of what the offer is capable of. For 
instance, show the potential buyer what other customers have gained from the 
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same service. Anderson et al. (2006) uses value case histories as an example of 
this in their article. A basis for this to be possible is well-established contacts with 
previous customers and the access to data showing the savings made from that 
particular offer. Oliva & Kallenberg (2003) mention in their article that companies 
that did not have historical data about failure rates chose to take unprofitable 
contracts to gain such understanding. In some cases, best-practice companies even 
guarantee a certain level of savings before the customer has to agree and sign to 
the contract (Anderson et al. 2006). 

3.2.3 Revenue Streams 

Revenue streams could also be looked upon as sources of revenue and refer to 
how money is coming into the company. When looking at a business model it 
probably consist of several different activities generating revenues and each 
activity can have multiple revenue streams (Osterwalder & Pigneur 2010). 

When choosing what revenue stream to use the company should preferably find 
out in what way and, of course, how much the customers are willing to pay for 
that particular product or service. There are two categories of revenue streams: 
One-time payments and ongoing payments. One-time payments are exactly what 
the name insinuates, paying once and thereafter the ownership changes to the 
customer. Ongoing payments are a bit wider in its field of use. Examples of 
ongoing payments could be subscription fees (Spotify etc.), leasing (Car rentals 
etc.) or usage fee (mobile operators etc.) (Osterwalder & Pigneur 2010). 

It is important to know in what way customers want to pay. This becomes more 
important when choosing the pricing mechanism of the revenue streams, i.e. how 
the price is being determined. There are two different pricing mechanisms, fixed 
menu pricing and dynamic pricing. Fixed menu pricing implies that a product, 
service or value proposition is fixed. However, such pricing mechanism often 
depends on the quantity being purchased. A larger quantity implies a lower price 
per piece. Dynamic pricing is depending on negotiations between the buyer and 
the seller or on supply and demand (Osterwalder & Pigneur 2010). 

3.3 Business Model Innovation 

Business models are not defined in one common definition and are therefore 
complex in its basic understanding. Osterwalder & Pigneur (2010) refers to a 
business model as a shared language, which can be looked upon as a basic need to 
understand one another when discussing improvement and innovation within the 
context of business models.  
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Business model innovation according to Gambardella & McGahan (2010, pp. 
263) is “when a firm adopts a novel approach to commercializing its underlying 
assets”. In other words, business model innovation concerns finding new ways of 
utilizing your current resources in the company. This could mean that new 
markets are opening up from such an innovation. Teece (2010) argues that such 
improvement should be sought at all time, especially improvements adding value 
for the customer.  

Apple is an example of how business model innovation can change a company. 
Through the transition from a product-centric business, selling only hardware and 
developing software, into a business focusing on selling hardware with connected 
services. Due to this change, Apple successfully revolutionized their business into 
something unique. Amit & Zott (2012) compares Apple with HTC, two giants 
within the mobile phone industry, where Apple have managed to transform their 
business model from product-centric into service-centric, while HTC still remains 
product-centric. The comparison also connects a third company, Gillette, which is 
the predecessor to Apple regarding the business model. Gillette’s ‘Razor and 
Blade’ is based on selling linked products where one is profiting on the other. 
What is making the business model competitive is that the products alone are 
useless without each other, which creates an infinite loop of revenues as long as 
the core product reaches the market. This is of course a strategy Gillette uses 
consciously and practically gives away the razors for free to make sure revenues 
will automatically come from their more profitable product, i.e. the blades.  
To reconnect Gillette’s business model to the example of Apple and HTC, Amit & 
Zott (2012) says that HTC are selling great razors, but no blades. The also say that 
HTC’s business model, in comparison to Apple’s, only allows to profit from the 
products sales and not from its use.   

Giesen et al. (2010) have conducted a research of 28 cases and found three 
common characteristics for successful business model innovation; aligned, 
analytical, and adaptable. Alignment refers to making sure your capabilities and 
actions are in line with what your customers wants and needs. To make the 
business progress, the information provided needs to be analyzed and evaluated 
for creating future business opportunities. If such opportunities are seen, there is a 
need for an adaptable business model to include such opportunities given from 
analyses made.  

Innovations in business models can come from different origins. Looking at other 
companies, as Apple did with Gillette, can be one way. Revolutionize a business 
model into something like no other, can be another way. However, Teece (2010) 
claims that in most cases, groundbreaking business models come from trial and 
error methods within companies, as in Nespresso’s case (Giesen et al. 2010) when 
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failing with its targeting of customer segment when launching their capsule coffee 
machine. Nespresso first targeted companies and restaurants without success and 
at a later stage they re-arranged their customer segments to high-income homes 
and the success was immediate (Giesen et al. 2010). Learning from their mistakes, 
Nespresso used the knowledge from the previous failure and targeted another 
segment with great success.  

The incentive for any innovation of business models should originate from 
customer needs that are not yet met and satisfied (Sako 2012). However, Amit & 
Zott (2012) suggest that before launching new business models, six questions 
should be considered: 

1. What perceived needs can be satisfied through the new model design? 

2. What novel activities are needed to satisfy these perceived needs? 

3. How could the required activities be linked to each other in novel ways? 

4. Who should perform each of the activities that are part of the business 
model?  

5. How is value created through the novel business model for each of the 
participants? 

6. What revenue model fits the company’s business model to appropriate part 
of the total value it helps create? 

In this thesis, questions 5 and 6 are of interest since they concern the concepts of 
value proposition and revenue streams, earlier stated as the areas of interest within 
the business model Canvas. 

3.4 Summary of theoretical framework 

The concept service infusion implies services being introduced to a greater extent 
in a product-centric business. This calls for changes in how companies are doing 
their business, i.e. changes in their business model. Such changes are referred to 
as business model innovation. In this thesis, such changes mostly affect the value 
proposition and revenue streams of the service. Value proposition is what the 
company offers their customers that could provide value when being used and 
revenue streams refer to in what way the service is being paid for and how money 
is coming into the company.  
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4 Results and analysis of empirical study 

In this chapter the results from the empirical study will be presented and 
compared to the theoretical framework given. The analysis aims to explain how 
the introduction of service infusion have affected Volvo Trucks and also try to 
show in what way the theories are, or are not, applied by Volvo Trucks during 
their transition from changing the service driver training from free to fee. The 
empirical information is collected through two interviews with managers on Volvo 
Trucks and one interview with a manager on Volvo IT.  

4.1 Driver training on the Romanian market 

In 2008, Volvo Trucks launched the service driver training on the Romanian 
market. The procedure of driver training consists of three steps. First, the driver 
drives approximately for an hour without instructions. Second, the driver trainer 
lectures 5-6 hours about how to drive the truck more efficient and safe. Third, the 
driver drives the same trip as in the beginning, but this time coached by a driver 
trainer. Commonly, this results in a 5-15% fuel reduction according to Davor 
Plesko1. The purpose of the driver training is to provide value for both customers 
and Volvo Trucks. The value proposition for the customer contains reduced cost, 
reduced fuel consumption and reduced environmental impact. For Volvo, the 
value proposition consists of strengthening the brand, build relationships and 
create partnerships, and business growth opportunity (Plesko 2013).  

Since the start of driver trainings in 2008, the service has gone through a change 
in how customers are obtaining the service. A conscious move from giving the 
service away for free to implementing a fee for the service has been done by 
Volvo Trucks. To understand why these changes in services given away or sold, 
an interview was conducted with Dan Beca2 who is Volvo Trucks manager for 
business solutions on the Romanian market with focus on driver training and 
Dynafleet. However, the interview concerned the service driver training and what 
strategies or actions made regarding giving them away or charging a fee.  

The service was launched in 2008 and the objective was to sell the service for fee 
from the start but there were difficulties with reaching the market with this new 
service when it came with a fee. Therefore, Dan Beca decided to start giving away 
driver trainings for free to six companies that would serve as advertising pillars 
for other potential customers. Volvo Trucks also had seminars and workshops in 
2008 with invited companies to show how to lower fuel consumptions and 

                                                
1 Davor Plesko, Logistics manager Volvo Trucks Sweden, interview March 7, 2013.   
2 Dan Beca, Business solutions manager Volvo Trucks Romania, interview March 25, 2013.  
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explained how driver trainings could increase the possibility of this. This resulted 
in more companies were willing to pay for the service and in the first year Volvo 
Trucks sold 29 driver trainings and gave away 6 for free (see figure 3). The 
change of mind from trying to sell the service for a fee from the start in 2008 to 
instead give it away is a perfect example of what Giesen et al. (2010) would 
describe as adaptable when talking about business model innovation. Without 
making that change, the service would perhaps not have reached the market to the 
same extent and not be sold in the same quantity as it does today. Dan Beca did 
not officially state any changes in the business model, but by logical thinking one 
could understand that changing the revenue stream would imply a change in the 
business model since revenue streams are a part of the business model canvas 
used by Volvo Trucks.  

 

Figure 3. Driver trainings delivered on the Romanian market 

In 2009 and 2010, Volvo Trucks gave away a majority of the total services. More 
than twice as many driver trainings were given away than charged with a fee 
(figure 3). Dan Beca explained this as a result of the seminars and workshops 
given in the previous years of 2008 and 2009. To attract companies to attend the 
seminars or workshops, incentives were needed in the shape of free driver 
trainings. Also, giving the services away was a conscious move to gain experience 
and data for later use when convincing potential customers to buy the service. 
Similar to what Oliva & Kallenberg (2003) describe in their article about 
companies taking unprofitable contracts to gain understanding about failure 
prevention, Volvo took unprofitable contracts by giving away services for free. 
This data and information is today used to inform and raise awareness among 
potential customers and also used as sales tool for convincing customers about the 
benefits of the service, very similar to value case histories brought up by 
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Anderson et al. (2006). These customer value models are also one way to justify 
the price of the service by showing what savings could be made.  

In 2010, discussions arose about stop giving away so many driver trainings and 
the total number of services given away and sold was halved in 2011 as seen in 
figure 3. A dramatic change was performed, from giving away 102 driver 
trainings in 2010 to give away 15 driver trainings in 2011. As a follow up to this, 
no services were given away in 2012 (figure 3).  However, the number of services 
sold increased each year after that decision, displayed in figure 4. 

  

Figure 4. Driver trainings sold for fee on the Romanian market 

One interesting fact mentioned by Dan Beca was that during the first four years, 
the sales representatives were not given any commission for selling the driver 
trainings, but in the end of 2011 Beca convinced the upper management to 
implement commissions and as a result of this the numbers of sold services 
exploded the following year. In 2011, Volvo Trucks sold 81 services and in 2012 
they sold 332 services for a fee (figure 4). This is a remarkable increase of 400 
percent! One might ask himself how such an increase even is possible? Dan Beca 
had a simple explanation to this - sales commissions. This action is also supported 
by Ulaga & Reinartz (2008) saying that unless sales representatives are financially 
motivated to sell and promote services instead of products, there is a huge risk for 
failure when trying to successfully make a service infusion transition. A question 
was asked how the service was sold before commissions were implemented and 
the answer was more or less by mouth-to-mouth between companies, which was 
what Volvo Trucks aimed for when giving away the first six free services in 2008. 
Nowadays, through the experience gained from all previous services sold and 
given away, Volvo Trucks can show data on other customers result when using 
the driver training service.  
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The results from driver training could really affect the business of the companies 
with savings in fuel reduction up to 15%. With this in mind, one question that 
arises is why does not more companies want the service? Money is the driver of 
most business and for transportation companies fuel costs are a significant part of 
the total costs. In the interview with Davor Plesko, he mentioned that drivers 
thought that driver training were unnecessary because “they already know how to 
drive the truck”. He also said that drivers often showed result during the training 
that would imply a reduction in fuel consumption, but later when returning to 
work they drove in the same way as before they got the training. Volvo Trucks 
have notified companies about this problem and suggested giving the drivers 
incentives for performing better and lowering costs, maybe through getting 
percentage of the savings each driver made, but the companies neglected this 
advice. However, this problem looks a lot like the problem with sales 
representatives not getting commissions for selling services. Ulaga & Reinartz 
(2008) idea about people needing financial motivation to perform better is fully 
applicable to this problem as well, but the problem is to get the companies to 
understand this if they want the trainings to result in monetary savings.   

4.2 Free to fee transition 

As a conscious move towards enlightening the customer of the value of the 
service driver training, Volvo chose to make the pricing transition from free to fee 
in four steps shown in table 1. According to Gambardella & McGahan (2010, pp. 
263) saying that business model innovation is “when a firm adopts a novel 
approach to commercializing its underlying assets”, the transition is to be 
categorized as business model innovation since changes in the revenue streams of 
the service was made. The four revenue streams Volvo Trucks used in table 1 are 
interesting and deserve to be analyzed independently. Volvo Trucks has not stated 
these four steps as any particular strategy, but in retrospect it could definitely be 
seen as a pricing strategy with the purpose of preparing the customer for starting 
to pay for the service.  
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Table 1. Revenue streams of driver training 

# Revenue stream 

1 Included for free when purchasing a truck 

2 Free but with a voucher showing the value of the service 

3 Included in the purchase of the truck, but the service gets a part of the 
payment 

4 Paid for separately  

The initial plan in 2008 was to sell the service for a fee, but such a deal did not 
attract the potential customers at that time. The essence of this problem could 
easily be linked to Edvardsson et al. (2007) saying that understanding your 
customers’ needs and wants is key to success. Volvo Trucks obviously did not 
possess such knowledge about their potential customers and were forced to 
rethink their pricing strategy for the service, i.e. the revenue streams. Therefore, 
Volvo Trucks started off with giving away the service for free as an “add-on” 
when a truck was being purchased, which often happens in the beginning of 
service infusion according to Oliva & Kallenberg (2003). The reason for this was 
both to advertise the service and due to the low demand for the service when it 
came with a fee.  

As a second step in this pricing strategy, Volvo Trucks decided to start preparing 
their customers receiving the free service and sent a voucher with the purpose to 
literally show the value of the service. How, or even if, this affected the customers 
is not clear, but the intention is to make the customers realize the monetary value 
of the service they have got for free.  

Step number three in the pricing transition is that the service is included in the 
purchase price of a truck, but a part of the payment is accounted for the service. 
This means that the service is still considered as a free “add-on” for the customer, 
but internally Volvo Trucks use a part of the money to cover the costs for the 
service. Services sold with this revenue stream are calculated as paid in the data in 
figure 3 and 4. Even though Volvo Trucks did not state that a separate business 
unit had been constructed for services, this revenue stream implies that products 
and services are separated to some degree. Oliva & Kallenberg (2003) recommend 
creating such a unit with profit-and-loss responsibility when moving further into a 
service infusion process. Another argument that strengthens the possibility of such 
a unit is the implementation of sales commissions to the sales representatives 
mentioned by Dan Beca. Whether or not a separate unit exist beforehand, it seems 
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suitable to introduce such a unit at this point of the pricing transition since 
revenues are starting to be accounted for separately for the service.  

The fourth and last step in the pricing transition is to separately sell the service for 
a fee. This is the objective of the entire transition and Volvo Trucks have 
succeeded reaching to this state. As shown in figure 4, there has been a steady 
growth of sold services in the first four years and an exceptional growth between 
2011 and 2012. The numbers speak for themselves and Volvo Trucks have, so far, 
made a successful transition from free to fee. It is impossible to know if this 
pricing strategy is the reason for this success, but one can argue that the transition 
have been a useful tool for enabling the change from free to fee.  

Amit & Zott (2012) encourage managers thinking about business model 
innovation to ask themselves what revenue model fits the specific business model 
and activities. Volvo Trucks have never stated these four revenue streams as a part 
of a deliberate piece of business model innovation, it seems more like a 
coincidence that their actions are well in line with what Amit & Zott (2012) 
recommend. However, Teece (2010) say that successful business model 
innovation often is a result of trial and error, much similar to what Volvo Trucks 
experienced when failing reaching the market with a service for fee in 2008 and 
then rethinking their pricing strategy. 

4.3 Effects coming from service infusion  

Service infusion indicates that the business is moving towards more integration of 
services into the offerings given, in other words what Volvo Trucks are doing 
with their services such as Dynafleet, fuel advice and driver training. Because of 
the size of Volvo Group, they have created a separate division responsible for 
service research and innovation. Their mission is to develop new service concept 
and distribute them to the different markets worldwide. Daniel Zackrisson3 is a 
manager within the research department in Volvo IT and was interviewed to tell 
how Volvo Group is working with and being influenced by service infusion.  

When moving further into the process of service infusion, services are getting 
more focus and consequently products are getting less focus. As shown in figure 
1, somewhere along the transition, products could even be looked upon as “add-
ons” to the services instead of vice versa. Sometimes the product could even be 
seen as a service despite the fact that it is a physical good (Oliva & Kallenberg 
2003). This changes the fundamentals of what companies are offering their 
customers. Selling services instead of products or bundles of products and 
services directly affect the value proposition given to the customer since the 

                                                
3 Daniel Zackrisson, Technology & project planner Volvo IT, interview May 15, 2013.   
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offering consists of services rather than products. Daniel Zackrisson says that 
Volvo’s goal is not to put more or less focus on products or services but rather try 
to provide solutions where both of them could work together in symbiosis. 
However, he does state that the product still is in focus since all services revolves 
around the product, but maybe not to the same level as it used to be earlier.  

Neely (2008) state that the value proposition should be directed towards 
customers and consumers when selling services, and not towards suppliers and 
producers as often made when selling products. This is something Volvo also 
agree with, saying that when services are becoming more important more focus 
are put on the customers processes rather than on the product (Zackrisson 2013). 
Once more services are a part of the offering, Volvo need to start thinking about 
what the customers are doing on a daily basis and how they are doing it. There 
might be possible business opportunities opening up from focusing on the 
customers business and its processes (Zackrisson 2013). Volvo Trucks have 
successfully transformed their value proposition and the value proposition of the 
service driver training contains reduced cost, reduced fuel consumption and 
reduced environmental impact for the customer. However, they also provide a 
value proposition for themselves consisting of strengthening the brand, build 
relationships and create partnerships, and business growth opportunity but this 
does not affect the proposition given to the customer. This change in value 
proposition is something Daniel Zackrisson believes is the hardest issues with 
service infusion in terms of business model innovation. Mostly, Volvo tries to 
focus on showing the potential utility or use that the customer could have from a 
service. Also, Volvo is trying to show the indirect effects coming from the 
services rather than the service itself (Zackrisson 2013).   

Service infusion will also affect in what way the company are selling their 
offerings to the customers. Selling a truck is often made through showing 
specifications and through a one-time payment (Plesko 2013), which is easy for 
the customer to benchmark against other alternative products. However, when 
selling services, more focus lies in showing what potential value the customer 
could get from the service, i.e. the value proposition, and selling long-term 
contracts with ongoing revenue streams (Neely 2008). These changes in focus are 
what Oliva & Kallenberg (2003) and Neely (2008) refer to as a change from 
transactional focus to relationship focus when talking about business models. This 
change in focus is confirmed by Zackrisson (2013), however, he says that there 
could be a mixed area of focus between transactional and relationship regardless if 
you are selling products or services. Depending on what the customer wants, this 
could differ. Some customers do not want a relationship to Volvo, while others 
happily engage in building relations with them (Zackrisson 2013). However, he 
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also says that changes in revenue streams are the easiest way to describe effects 
coming from service infusion because of the change in how customers buy the 
product or service.  

Volvo Trucks are clearly somewhere in the service infusion process. Three 
services have been mentioned earlier in this thesis: Dynafleet, fuel advice and 
driver training. All three services have gone through the change from being 
considered an “add-on” to becoming an independent service and a part of the 
offerings given by Volvo Trucks (Plesko 2013). These changes from “add-on” to 
independent service have led to changes much similar to those mentioned in the 
previous paragraphs. In this thesis, driver training has been studied and changes in 
business models have been found. For instance, the value proposition has been 
developed with the possibility to show historical data from previous customers 
and clear changes have been made in the revenue streams of the service (table 1). 
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5 Discussion 

This study has shown that service infusion have effects on business models. The 
changes in revenue streams and value proposition could be linked to the 
introduction of service infusion. Through the information given about the service 
driver training and its transition from free to fee, changes in the business model 
can be recognized.  

Volvo Trucks are a world-renowned company for manufacturing of trucks and 
have a well-established product portfolio. Since the late 1920s, Volvo Trucks 
have manufactured and sold trucks successfully but during the last decades they 
have moved into the market of services. This movement termed service infusion 
has affected Volvo Trucks business because of the change in focus from purely 
products to a mix of products and services. Volvo has during the last couple of 
decades realized this movement towards more integration of services and has 
developed specific departments for research and innovation regarding the area of 
services.  

In 2008, Volvo Trucks launched the service driver training on the Romanian 
market. The intention was to sell the service for a fee but due to prevailing 
circumstances this had to be reconsidered. The market did not demand such a 
service and especially not when they had to pay for it. Therefore, Volvo Trucks 
decided to start giving away the service for free and make the best of the situation 
as it evolved. During a five-year period of time, the service has gone from being 
given away for free to being a service sold for a fee. This transition is what has 
been in focus in this thesis and through comparing theoretical framework with 
empirical information and results from Volvo Trucks transition; success factors 
for making such transition have been extracted in the section free to fee transition 
success factors.  

The process of service infusion have also led to implications calling for changes 
in Volvo Trucks way of making business, i.e. changes in their business model. 
Such changes have not been a part of the empirical study of Volvo Trucks, but 
through a interview with Volvo IT, closely related to Volvo Trucks and its service 
development, implications and changes in their business model have been 
identified. Such changes will be discussed in the next section; changes in business 
model derived from service infusion. 

5.1 Changes in business model derived from service infusion 

One of the research questions of this thesis focused on how service infusion 
affected the business model. No specific interview or focus has been put on this 
particular question in the case study of Volvo Trucks, but an additional interview 
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with Daniel Zackrisson (2013) on Volvo IT were made. Since no questions 
directly concerned changes in business models during the interviews performed 
with Davor Plesko and Dan Beca, no direct answers regarding Volvo Trucks 
actions or changes was told. However, through the information received in the 
interview with Volvo IT, implications and general thoughts of service infusion 
were given.   

5.1.1 Changes in value proposition 

When services are becoming a greater part of the company’s offerings, it also 
changes what the company is offering and how it is being offered to the 
customers. The value proposition of a product is often based on hard fact, such as 
technical specifications or fuel consumption. Services, on the other hand, are often 
more intangible and harder to describe. This is where the value proposition of 
products and services differ. The value proposition of a service is not obvious to 
the customer unless the company somehow translate the value proposition into 
something tangible or measurable. Zackrisson (2013) state the difficulties with 
translating a value proposition when services are becoming more important in the 
offering. Many times services are included in solutions instead of being sold 
separately because of the difficulties with providing the service with a convincing 
value proposition that should justify the price. Many of Volvo’s services are high-
tech and would imply a high price, which puts a lot of pressure on the value 
proposition to convince the customer (Zackrisson 2013). 

Volvo Trucks had this problem in the beginning of the launch of driver training in 
Romania and that was one of the reasons why they gave away services during the 
first years. Through the free services given away, Volvo Trucks managed to 
collect data and information about the performance of the service and could 
translate this into a more powerful value proposition for the customer. Showing 
the customers what savings other customers had made through the use of the 
service and that way the customers could approximate the possible savings that 
could be made. One could say that Volvo Trucks transformed the value 
proposition of the service into a more product-like value proposition when making 
it measurable and tangible for the customer. However, this still indicate a change 
in the value proposition since Volvo Trucks had to transform the value 
proposition into something more understandable for the customer. 

5.1.2 Changes in revenue streams 

Services are often sold differently from products. Instead of a one-time payment 
often used when selling products, services are regularly sold through long-term 
contracts or ongoing subscriptions. This is the easiest way to describe the effects 
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coming from service infusion in the business model (Zackrisson 2013). However, 
the service driver training is sold with a one-time payment, since the service does 
not imply Volvo Trucks to be in contact with the customer more than during the 
time of the training. Despite the fact that the service in focus uses the same 
revenue stream as Volvo Trucks products, it has not always been that way. As 
seen in table 1, four different revenue streams have been used during the transition 
from free to fee.  

When speaking of service infusion in general terms, it will most probably imply 
changes in the revenue streams for a company that used to provide only products. 
If thinking of services used on a daily basis, such as electricity services or mobile 
telephone services, it almost always comes with an ongoing revenue stream. In 
this specific case with Volvo Trucks driver training, it was planned to use a one-
time payment but as mentioned before, there was other revenue streams used as 
well. It is impossible to state that service infusion always imply changes in the 
revenue streams in a business model, but it is most likely that some changes will 
occur when integrating services in a product-centric business.  

Often, Volvo creates service packages or service contracts where different 
services are included (Zackrisson 2013). This is one way of making the offering 
long-term or at least not a one-time purchase. However, some customers are 
seeking for transparency when making a purchase, i.e. they want to know exactly 
what they pay for each service in a package of services (Zackrisson 2013). This 
way of bundling services together into service contracts is one way to lock-in the 
customers on a long-term basis. This is something Volvo is trying to achieve, to 
make money on customers in between the purchases of two products (Zackrisson 
2013).  

5.2 Free to fee transition success factors 

The transition from free to fee, i.e. giving away the service for free to start 
charging for the service separately, could seem like a small transition to make. 
One might think that Volvo Trucks only had to advertise more and show 
customers how good the service is, and frankly this is what they have done. 
However, this transition is much easier said than done. The complexity of getting 
customers to understand the value of the service and prepare them to pay good 
money for it is a tricky equation to solve. Volvo Trucks started off their launch of 
the service with the idea of charging for the service. What Volvo Trucks had 
missed was that their potential customers were not willing to pay for the service 
and their strategy failed. At this point, Volvo Trucks decided to start giving away 
the service for free and this is where the start of the transition from free to fee 
began.  
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During the interviews conducted in the case study of Volvo Trucks, actions and 
strategies have been told and discussed. Through a comparison with previously 
gathered theory, success factors for Volvo’s transition could be extracted. The 
success factors will here be explained a bit deeper and Volvo Trucks actions, or 
lack of actions, will be given as examples.  

5.2.1 Deep understanding of customers  

When launching the service in 2008, Volvo Trucks tried to sell the service for a 
fee but the market rejected the service and was not willing to pay for it. This was a 
setback for Volvo Trucks and the simple explanation to this failure was that they 
had not the basic understanding of what the customers wanted or were willing to 
pay for. Such an understanding is key for successfully selling any service or 
product and Volvo Trucks had not made their homework this time.  

At some point, Volvo Trucks should have made a thorough market research where 
the potential customers should have been informed about the purpose of the 
service and given a chance to submit their preferences and thoughts about the 
service. However, in 2008 Volvo Trucks started having seminars and workshops 
with potential customers and gave away free driver trainings to the companies 
who attended. During these seminars and workshops Volvo learned the potential 
customers about the advantages of the service and also gave them a chance to take 
part and actually see the results of the training. This was the first step towards 
integrating the customers in the service, something that should have been done 
before the service entered the market.  

5.2.2 Show the value of the service 

A basis for selling any product or service is to convince the customer about the 
value they can acquire through it. When selling services, the value proposition 
becomes even more important since it often contains more intangible features, 
which is not as easy to understand as tangible features (Grönroos 2000). Because 
of this intangible aspect, the value proposition is also harder to demonstrate. A 
value proposition of a truck could consist of specifications about the performance, 
for instance horsepower, torque and loading weight that are easy for customers to 
understand and compare to other alternatives. Services, on the other hand, are 
more unique and harder to compare to other alternatives, but one way is to make it 
measurable. This is why the value proposition given to the customers must be 
given much attention and be developed in a smart way to get the customers to 
understand it.  

In 2009 and 2010, Volvo Trucks decided to give away a majority of the total 
services. This was a result from the seminars and workshops, but also a conscious 
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move to gather data and information about the performance of the service in real 
situations. This is something used before by other companies, Oliva & Kallenberg 
(2003) say that companies have chosen to take unprofitable contracts to provide 
such information and data, much similar to what Volvo Trucks did when giving 
away services for free. This data were later used to develop a tool for showing 
potential customers how the service had performed in earlier situation, much 
similar to customer value models (Anderson et al. 2006). This way of displaying 
the possible value of the service is a very powerful tool and technologically up to 
date. If a software program is created, sales representatives could easily show 
customers in meetings what their potential savings could be on a computer. 
Through such a tool, the value proposition is transforming an intangible service 
into measurable figures making it easier for customers to understand and value the 
service.  

Whenever selling services with the purpose to save money for the customer, 
creating a value model is to recommend. Gathering information and data from 
previous customers could imply taking unprofitable contracts for a shorter period, 
but in return a powerful tool for future sales can be created. Showing customers 
what other customers have gained from the service should be considered as a 
high-class sales tool.  

5.2.3 Introduce sales commissions  

During service infusion the focus will change from only selling products to also 
selling services. In such situations, the company has two choices when it comes to 
the sales department. Let the same people who sell products also sell services or, 
as Oliva & Kallenberg (2003) recommend, create a separate business unit 
responsible for selling services. Oliva & Kallenberg (2003) further recommend 
giving such separate business unit its own profit-and-loss responsibility.  

If one sales department is used for selling both products and services, there could 
be a problem with getting sales representatives motivated to sell services instead 
of products due to the difference in price. A product could be sold for millions 
when a service might cost thousands. Somehow the company must create a 
situation where neither products nor services are sold only because of higher 
commissions. If this problem is neglected, the risk of failing selling services might 
increase because sales representatives are more motivated to selling products 
because of financial motivation.  

A separate sales department for selling services would not have the same problem 
as a sales department that both sell products and services. However, the argument 
for introducing sales commissions still stands. Without sales representatives being 
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financially motivated to sell the services, the risk of failure might increase (Ulaga 
& Reinartz 2008).  

Volvo Trucks successfully launched sales commissions to their employees selling 
driver trainings. They did not say if the sales representatives were responsible for 
selling both products and service or only services, but the commissions were 
implemented in the end of 2011 and between 2011 and 2012 the sales increased 
with 400%. The responsible manager dedicated the remarkable growth to the 
introduction of sales commissions, giving the importance of sales commissions an 
even higher validity as a success factor for creating profitable services.  

5.2.4 Develop a pricing strategy 

In situations where a service cannot be charged for, as in Volvo Trucks case with 
the launch of driver trainings, it is suggested that companies develop a pricing 
strategy for the service. If the objective of the service is to be charged for 
separately, a conscious strategy on how to make such transition is recommended. 
Volvo Trucks have gone through such a transition, maybe without knowing that 
they had a strategy, but the four steps of revenue streams (table 1) gradually 
prepared the customer to pay for the service and should be considered as a potent 
tool. One should realize that such transition is not done in a flash. For Volvo 
Trucks, the transition took almost five years but with a more planned and 
deliberate strategy maybe it could have been done in a faster pace. This strategy is 
of course not to be seen as the primary plan for a service that is supposed to being 
charged for separately. But, in situations where the service is not demanded by the 
market when it comes with a fee, this could be a suitable choice of strategy to 
prepare the market to start paying for the service at a later stage.  

If a company finds themselves in a situation where launching the service for free 
is the best or the only alternative, it is suggested to have a pricing strategy ready 
to use. By that said, this is not a general suggestion to use those four particular 
revenue streams (table 1) in all possible situations, but the idea of gradually 
prepare the customer should be considered.  
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6 Conclusions 

Sometime during the process of service infusion a new service will be launched to 
the market. Depending on how the service is constructed and what purpose it has, 
changes in the business model are lightly to be needed. In this thesis, changes in 
value proposition and revenue streams have been spotted during the transition 
from service for free to service for fee.  

In some cases, there might be a situation where the market does not want to pay 
for the service. If the intention is to sell the service for a fee but the market is not 
ready to cope with that, the following factors can be used to ease the transition 
from a service for free to a service for fee: 

- Understand your customers and their needs 

- Find ways to show the value of the service 

- Introduce sales commissions to sales representatives 

- Develop a pricing strategy for the service 

6.1 Concluding remarks and future research 

As a result of the time frame given, some delimitations had to be made. Effects in 
business models coming from service infusion will only consider effects on value 
proposition and revenue streams. Also, due to the same argument of given time 
frame, only one company will be part of the case study.  

The intention was from the beginning to complete three interviews on Volvo 
Trucks, but due to communicational misunderstandings within Volvo Trucks, the 
third interview was never made. However, the information and data received from 
the two interviews made on Volvo Trucks combined with the additional interview 
with Volvo IT was sufficient enough to complete the thesis in a qualitative way.  

The area of service infusion has been evaluated for decades and there is no reason 
to stop further investigation. The implications from the integration of services are 
present in many areas; in this thesis such implications have only concerned some 
areas of business models and business model innovation. Another area of interest 
that has not been evaluated in this thesis is how service infusion is a driver of 
costs. When focus turns from transactional to relational and the main objectives 
are to maintain customers, keeping them satisfied and at the same time to attract 
new customers, the costs might increase. This opens up for future research to be 
done, both in a more in-depth manner on the evaluated areas of this thesis but also 
research in the areas not evaluated in this thesis.  
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The main area of investigation in this thesis has been the transition from services 
for free to services for fee and what has been brought up in this thesis is only the 
tip of the iceberg. Each of the suggested success factors presented in this thesis 
deserves a more thorough investigation and could most likely separately be 
analyzed in future research. The possibilities of future research within the area of 
service infusion is endless, there is just a matter of where to continue.   

6.2 Validity analysis 

None of the recommendations or success factors pointed out in this thesis has 
been tested in other companies or situations. Therefore, the results of this thesis 
should only be looked upon as recommendations and not as validated proof. 
Furthermore, because of the qualitative approach to this thesis, all conclusions and 
recommendations are based on interpretations made by the author of this thesis. 
Great emphasis has been put on gathering as valid information as possible from 
the case study, but one should take into account that interpretations always can be 
done in an incorrect way, no matter how accurate the information has been 
analyzed or gathered. To increase the validity of the information, two researchers 
from CTF has been present during both interviews made with Volvo Trucks with 
the purpose to ensure as correct interpretation as possible of the information 
given. During the third interview with Daniel Zackrisson a recording device made 
sure that the author had the possibility to listen to the interview over and over 
again until the right interpretation was made.  
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