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Abstract. Contemporary business environment alongside the advancement of digital technologies
inspires organizations to adopt different business model innovations, embracing concepts like product-
service systems (PS systems) and sharing economy. Both approaches are primarily about the creation
of added value for those involved in the ecosystem by focusing on providing access to goods and
services rather than pure ownership. Consequently, this leads to achieving resource optimization, step-
forward sustainable development and advancing overall user experience. While a shift toward models
enriched by services, promises enhanced customer value, it also entails uncertainties, organizational
challenges and various risks, including managerial, operational or financial. Therefore, this paper
examines and compares servitization-based business models grounded on recognized features from
the available literature. This should be a starting point for a better understanding of the mutual value of
these approaches and the corresponding effects of their application.
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1 Introduction

The wide array of contemporary business models has emerged influenced by many different elements
of modern business landscape, but the importance of the sharing economy can’t be denied in this
context. The integration of sharing economy principles into product-service systems (PS systems)
fosters innovative approaches to value creation and resource utilization. Traditional approaches, to
balancing and utilising conflicted and inseparable offer and demand side of the market, have been
reshaped beyond recognition, offering never never-ending spectrum of infinite possibilities for
entrepreneurial and creative thinking (Curtis, 2021). This wave of innovative structures is associated
with collaborative consumption, exploitation of underutilized resources and translation of technology
among different industries. The phenomenon of sharing resources and other elements of businesses
has sparked a thorough examination and pivoting of existing business models, as well as the
development and implementation of new business strategies. These endeavours are typically aimed at
ensuring efficient resource usage and enhancing the consumer experience (Oberg, 2023).

Blossoming in this environment, a diverse collection of innovative business models has sprung, bringing
to light colourful group of unique ways to design, create and deliver value, each challenging conservative
and common notions of ownership, transactions, belongings and utilization. The wisdom that has
developed from those concepts suggests that there is a way to leverage technology and social
constructs to facilitate collaborative ventures, and the examples can be found ranging from peer-to-peer
rental platforms, through co-working spaces, all the way to subscription-based services and product-
service hybrids (Curtis, 2021). In order to find a way to differentiate themselves from the competition in
these lucrative surroundings, within the wide spectrum of innovative business models, strategists have
directed their attention particularly on different ways to address evolving consumer preferences and
demands. It is no wonder, then, that there is a primary focus on service-oriented patterns and hybrid PS
systems. These approaches can provide the additional value that customers seek, either through
delivering intangible services or integrating services within tangible product offerings.
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2 Critical Examination of Theoretical Background and Literature

2.1 Sharing Economy Business Models

During the previous decade, sharing economy has blurred borders of industries, shifted traditional
playing field for competition and redefined the way we see value creation (Oberg, 2023). Those swings
have allowed for both well-known global giants, as well as small startups to try their chances in this
innovative environment, delivering remarkable examples that range from Uber and Airbnb, to BlaBlaCar,
BeWelcome and WeWork, and all the different platforms of varying size in between (Constantiou et al.,
2017). This has also encouraged authors to do extensive bibliometric analysis, to fill the gaps and
critically evaluate the extant literature on this subject (Duan, 2023).

The restructured business models, while not entirely novel, leverage digital technologies to enable a
broader spectrum of business models, reflecting a growing trend of firms adopting multiple models to
cater to diverse market segments or products (Li, 2020). Business models and platforms that sprung in
a setting created by sharing economy principles, can be distinguished from traditional networks of
suppliers or third-party intermediaries, because they combine both organisational and structural
mechanisms, as well as market mechanisms, creating additional value along the way for the ever-
evolving needs of customers (Barbu et al., 2018).

Evaluation among business models in literature is usually done by comparison between traditional ones
and the ones induced by contemporary business landscape (Gatautis et al., 2018). When it comes to
frameworks that can be used for assessing different types of business models, different authors have
different approaches. Research (Gatautis et al., 2018) shows that Business Model Canvas by
Osterwalder and Pigneur, can be used for qualitative analysis, with authors comparing local and global
organizations that provide accommodation among categories like value proposition, customer
segments, channels and support, and key activities, resources and partners, along with cost structure
and revenue streams. Other authors (Munoz & Cohen, 2017) suggest that analysis should be done
using descriptive criteria: (1) how much the business depends on a digital or physical platform for
collaboration, (2) degree to which resources are shared, (3) varieties and significance of peer-to-peer
interactions and transactions, (4) degree to which the business is receptive to integrate the users into
value creation activities and benefits, (5) how pivotal are social and environmental value and impacts
concerning economic value and the overall business operations, (6) to what degree does the business
employ or emphasize alternative funding sources (grants, crowdfunding, or equity-based crowdfunding)
throughout various stages of the venturing, and (7) how much does the business depend on technology.

2.2 Product-Service System

In the aforementioned context, taking into consideration that it is essential to adapt and pivot traditional
structures in order to satisfy contemporary consumers, it is no wonder that shifting to the services has
become a necessity (Bigdeli et al., 2018). PS systems embody a specific combination of tangible
products and intangible services, which are represented in variable ratios depending primarily on the
capability to gratify customer needs (Somers et al., 2018).

Amidst evolving business conditions, innovating business models can offer a competitive edge, even
more so as product-oriented companies typically consider services as cost factors rather than revenue
sources (Park et al., 2012). The concept of PS system, commonly explored in manufacturing and
product-oriented sectors, holds considerable promise for service industries too, especially with the
transformative impact of new technologies like cloud technology on sales, delivery, and support methods
(Mihailovi¢ et al., 2022). Integrating services with products dictate novel business models, transitioning
“from services for free to services for fee” (Witell & Léfgren, 2013). This type of business transformation
is known as servitization, and it has been a subject of interest in different research since the late
nineteen-eighties (Fritze, et al., 2018). Services focused on data, like condition monitoring and remote
services, are becoming foundational for providing PS system, where customers pay based on production
units rather than fixed fees (Soellner et al., 2024). Even though there are a lot of benefits to be gained
from creating additional value for customer by providing them with added services, organizations stand
to encounter significant challenges during this transformative process, mostly due to the fact that they
can’'t simply modify some parts of their operations, but they have to change the entire manner of
conducting their business.
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2.3 Servitization-based Business Models

The phenomenon of servitization has shepherded the development of a unique subset of business
models that emphasize long-term customer relationships, continuous value delivery, and revenue
streams based not only on sales of goods, but also on service provision. Those models can be
categorized using numerous criteria depending on the purpose of classification.

Business model categorisation that will be used for analysis in this paper is by far the most supported
in the literature and it is based on differences in terms of creating, delivering and capturing value,
establishing three distinct business models, based on the subject of a contract and ownership: 1)
product-oriented services, which involve selling products with added services; 2) use-oriented services,
where the provider retains ownership of the product and offers it in a different form; and 3) result-oriented
services, where the agreement is based on achieving a specific outcome without a predefined product
(Tukker, 2004). Each model possesses distinct attributes, benefits, and risks, and familiarity with these
traits aids organizations in selecting the most suitable business model aligned with their objectives,
resources, and market dynamics. The following section will explore their similarities and differences.

3 Comparative Analysis

Business models based on product-oriented services entail selling of goods, but the value for the
customer is enriched by adding service to the package. In this way, ownership is transferred to the
customer. lllustrative examples can be found with Tesla (offers electric vehicles with added services like
software updates and access to charging infrastructure), or Sony PlayStation (sells gaming consoles
with added services like online multiplayer and exclusive content). In that sense (Tukker, 2004) offers
two more specific types of PS system: product related service and advice and consultancy.

The second category is defined by use-oriented services where product still plays the key role, but the
business model is not based on selling goods, and the ownership stays with the provider, while customer
has a chance to use it and often share it with others, creating the following subtypes: product lease,
product renting or sharing, product pooling (Tukker, 2004). These types of models are represented by
Zipcar (offers car-sharing services where the provider retains ownership of the vehicles and offers them
for use by customers) or WeWork (offers co-working space services where the provider retains
ownership of the office spaces and offers them for use by entrepreneurs and businesses).

Third and the last type of business model is defined by result-oriented services, where there is a principal
agreement between a provider and a customer about a wanted result, but there is no pre-determined
product involved, and it can be in the form of activity management/outsourcing, pay per service unit or
functional result (Tukker, 2004). Examples can be illustrated by Uber (offers transportation services
where the agreement is based on achieving a specific outcome, such as reaching a destination), and
Upwork (provides freelancing services where the agreement is based on completing a project).

Comprehensive overview of discussed characteristics is provided in the Table 1, enabling a
straightforward comparison of the advantages and disadvantages of the described types of models.

4 Discussion and Conclusion

Each of the mentioned business models has its own specific characteristics, advantages and risks
associated with it. Models based on result-oriented services have a high degree of flexibility, innovation
and economic viability, but at the same time, they carry high risks and security challenges. On the other
hand, the model based on product-oriented services may have high economic viability and demands
the least adaptation to traditional models, but it also implies lower innovation and environmental
sustainability. Comparison of value creation, sustainability and resource utilization on one hand and the
potential risks and need for adaptation on the other, is of most value when choosing between different
servitization-based business models.

Product-service innovation may not consistently yield anticipated benefits nor enhance firms' likelihood
of survival. Organizations that plan to engage in product-service integration must take into consideration
the possibility of early-stage financial losses due to heightened investment in business transformation.
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Table 1. Comparison of Servitization-based Business Models (Source: Authors’ work)

PRODUCT-ORIENTED

USE-ORIENTED

RESULT-ORIENTED

Criterion SERVICES SERVICES SERVICES
Type of Selling products with Prowder.retalns N Agrgement basecljlon
product / . ownership and offers itin | achieving a specific

. added services .
service a different form outcome

Ownership of

Provider

Ownership isn't tied to a
specific product and it is

product Customer (untl the end O.f shared based on the
agreement period)
agreement
Since the focus is on
The emphasis is more on achieving a specific
Flexibility & P . Allows for customization outcome rather than
the functionality and S . .
User and tailoring of the owning a product, there's
. features of the product ; L )
experience . service to meet individual | a strong emphasis on
. rather than the service S
quality user needs delivering value and
aspect -
meeting customer
expectations
. Moderate to high
Typically, low (because :
the ownership of the Typically, high (agr_ee_ment IS ba_s_ed on
Resource X . ) . achieving a specific
. product remains with the (provider can facilitate .
Sharing customer, limiting the resource sharing amon outcome and depending
Potential ' 9 9 9 on the extent to which the

scope for resource
sharing)

multiple users)

provider facilitates
sharing)

Environment
al and
Economic
Sustainability

Emphasis is on selling
products, which can lead
to increased consumption
and waste, but the
economic sustainability
may be higher as revenue
is generated through
product sales

Exhibits higher
environmental
sustainability (promotes
resource efficiency
through the sharing or
reuse), can have
favorable economic
sustainability
(subscriptions or fees)

Both environmental and
economic sustainability in
this model can vary
depending on the specific
outcome being targeted

Need for new
capabilities,
altering of
organization
structure or

May require fewer new
capabilities and
organizational changes
since the focus is
primarily on selling
products with added
services, with some level

Higher demand for new
capabilities and a more
significant alteration of
organizational structure
and processes (shifting
from product-centric to

Moderate to high since
the focus is on delivering
specific outcomes
(organizations may need
to develop specialized
expertise, adopt new
technologies, and

Processes of adaptation to integrate serwcg-centnc reconfigure their
! operations) .
services operations)
Moderate financial risks Potentially high financial

Moderately low financial (investments in service risks (uncertain outcome

and operational risks (due | infrastructure and delivery and resource-
Financial & to reliance on predictable | technology), and higher intensive investments)
Operational product sales revenue, operational risks and moderate to high
Risk and established (transition to service- operational risks

manufacturing and
distribution processes)

centric operations and
resource sharing
complexities)

(planning and execution
to achieve specific
outcomes

135



Contemporary Business Models: Theory and Practice

'I
International Conference on Sharing Economy and
((*f ) 1c-sHARE 9 Economy
Y ()

Entities must be ready to undertake significant operational risks amid high uncertainty when initiating
and expanding service portfolios to provide value to customers (Bigdeli, et al., 2018). Assessing the
balance between value generation, sustainability, and resource management alongside the associated
risks and additional requirements is crucial for selecting the most suitable type of business model.
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