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Abstract: In recent decades, the service strategy has increased in importance both in scientific
research and on the agendas of industrial organizations. Service can help such companies to
diversify their offerings, avoiding commoditization as well as increasing operational results.
However, failures in the service process may generate significant negative impacts on these
organizations. This case study investigates the drivers that contributed to the failure in service
delivery in the industrial organization. Such drivers ultimately bankrupted the profit organization.
The article uses the qualitative exploratory methodology and a unique, in-depth case study. The
findings reveal the following drivers: assigning the operation to inexperienced employees; lack of
ability to implement organizational needs; organizational alignment; and knowledge of how to
disable complex operations. Also, the study contributes to the construction of a framework to
mitigate such drivers. The framework is structured in service operation, decommissioning, and
implementation.
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Resumo: Nas ultimas décadas, a estratégia de servigos ganhou importancia tanto na pesquisa
cientifica quanto nas agendas das organizagdes industriais. A servitizagdo pode ajudar essas
empresas a diversificar suas ofertas, evitando a comoditizagdo e aumentando os resultados
operacionais. No entanto, falhas no processo de servitizagdo pode gerar impactos negativos
significativos nessas organizagdes. Este estudo de caso investiga os fatores que contribuiram
para a falha na prestagéo de servigos. Esses impulsionadores acabaram levando a organizagéo
lucrativa a faléncia. O artigo utiliza a metodologia exploratéria qualitativa e um estudo de caso
unico e aprofundado. Os resultados revelam os seguintes motivadores: atribuir a operagéo a
funcionarios inexperientes; falta de habilidade para implementar as necessidades
organizacionais; alinhamento organizacional; e conhecimento de como desabilitar operagdes
complexas. Além disso, o estudo contribui para a construgdo de um framework para mitigar tais
direcionadores. O framework é estruturado em operagdo de servigo, descomissionamento e
implementagao.
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Failure-to-service may lead industrial business...

1 Introduction

The service is understood by many manufacturing as a natural progression of their
business. More mature companies see servitization as a distinct mechanism to create new
business and drive differentiation. Such a mechanism can extend the product life cycle by
preventing the business from disappearing (Vandermerwe & Rada, 1988). The service
business model involves the commitment to improving the value of customer use. This
commitment entails greater responsibility for the overall process of value creation. It implies
an increase in the relative importance of services in the companies' business portfolio
(Kowalkowski et al., 2017b). However, many manufacturers expand the service business
increase costs but fail to increase financial returns (Gebauer et al., 2005). Recent research
has shown that servitization may increase the risk of bankruptcy (Benedettini et al., 2015);
increase revenue percentages, but profit streams are unsatisfactory (Eggert et al., 2014); or
the size of the customer's risk may limit premium revenue (Reim et al., 2016).

The challenges of servitization are paradoxical (Kohtamaki et al., 2017). These challenges
arise from the paradox of performance between efficient product manufacturing and the ability
to add services (Gebauer et al., 2005; Kohtamaki et al., 2017). These challenges may also
arise in need of new business models to customize integrated solutions, including advanced
services (Kohtamaki etal., 2017). As a result, companies face tensions between these
juxtaposed demands. These tensions' continuity may stimulate other organizational tensions
and paradoxes (Kohtamaki et al., 2017). Despite efforts to provide services, many companies
still have problems implementing them (Benyoussef Zghidi & Zaiem, 2017).

Also, the literature calls attention to understand the factors related to the strengths
and weaknesses of internal management (Benedettini et al., 2015) to investigate how
the tension between product and service logic can be better managed
(Kowalkowski et al., 2017a), to investigate whether the transition to a dominant service
business occurs as an organizational and planned transformation (Luoto et al., 2017),
or present data on processes and results (Brax & Visintin, 2017).

The present case study investigates the drivers that contributed to the failure-to-service
provided by the company ElecLtd (a pseudonym). The ElecLtd is a Brazilian industrial
company in the electro-electronic segment. Such servitization entailed accumulated losses
that led to the bankruptcy. Before servicing, EletricLtd had a consolidated performance in the
market from qualified products. Besides, ElecLtd's employee team comprised 1,200
employees, and revenues and profitability were around the US $ 600 million and the US $ 60
million per year. Also, this research indicates the mitigating factors for dealing with these
drivers. The analysis of these elements gave rise to the following research question (R.Q.):
“Which drivers contributed to the failure-to-service and how companies can mitigate them”?

The remainder of the article is structured as follows. The first section presents the study's
literature review based on the following fundamental concepts: failure-to-service drivers and
mitigation failure drivers. The single case study methodology is then detailed, giving special
attention to the framing and explanation of data analysis around practices and mechanisms,
following the findings that uncover and demonstrate a complex set of drivers that led to the
failure-to-service and how to mitigate them. The identified drivers and possible ways to
mitigate them are then discussed. Finally, the study's theoretical and managerial implications
are considered, along with limitations and suggestions for future research.

2 Literature review

Servitization consists of strategies that focus on capabilities, human resources,
finances, and processes to offer integrated services with innovative technologies that add
value to products (Kamal et al., 2020). Service provision can boost manufacturing firms
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(Benyoussef Zghidi & Zaiem, 2017; Kamal et al., 2020). Such offers can often manifest
themselves through the relationship with their clients (Kindstrom et al., 2013; Lin et al.,
2011); or the fundamental relationship between physical product and associated services
(Finne et al., 2013). The transition to service provision can be performed both financially
and in declining situations (Béhm et al., 2017). Firms in declining demand and profits may
opt for services to increase revenue streams (Béhm et al., 2017; Gebauer et al., 2005).
Engaging in servitization requires the support of top managers and stakeholders to
ensure adequate support and initial resources (Dmitrijeva et al., 2020). Be aware that the
adoption of a service strategy is no guarantee of success. Companies may fail due to
insufficient knowledge, resources, and competence (Valtakoski, 2017). The scariest is
the knowledge that few companies can deal efficiently and quickly with the inherent
challenges of service (Benedettinietal., 2015); besides, the services business's
presence may increase the risks of bankruptcy (Benedettini et al., 2015). In the following,
we highlight the failure drivers identified in the literature.

2.1 Failure-to-service drivers

The failure-to-service can occur because companies may be stuck to a mismatch between
strategy and organizational design factors (Dmitrijeva et al., 2020; Gebauer et al., 2010;
Huikkola et al., 2020; Kamal et al., 2020). The results of financial analyses show that these
companies' revenues increase, but the profits generated may be smaller than pure
manufactures (Neely, 2009; Zimmer et al., 2020). Another issue discussed in the literature is
the organizational ambivalence that results from coexisting product and service orientations
that can lead to resource inefficiency, dilution of responsibility, and restricted decision making
(Baines & Lightfoot, 2011; Lenka et al., 2018; Peillon et al., 2018). Also, the lack of attention
to environmental (context the internal and external environment), organizational, and
relational uncertainties may affect the performance of the service operation (Baines &
Lightfoot, 2011; Dmitrijeva et al., 2020; Kreye, 2017b).

Moreover, the service offer can also fail because it does not create value for the
customer (Kamal et al., 2020; Valtakoski, 2017). Besides, the offer of more service
does not increase the chance of survival of the companies (Benedettini et al., 2017).
Such offers may bring benefits, but these companies need to address the risk of
resource scarcity, inventory loss, coordination complexity, and investor uncertainty in
potential future earnings (Benedettini et al., 2017).

Another issue that can contribute to failure lies in the inability to identify operational
risks. The operational risks of servitization may be related to technical, behavioral, and
delivery competence (Reim et al., 2016; Ziaee Bigdeli et al., 2018). Management risks
mean to be incapable of avoiding risks; the costs to reduce it may be higher than the
savings; it is challenging to divide the risks with the clients (Reim etal., 2016).
Furthermore, this issue can challenge controlling partnerships and modeling and
understanding their cost and profitability implications (Neely, 2009). Collaborative
strategic partnerships within supply chain networks can mitigate this risk and prove crucial
to building entry barriers against external competitors (Ziaee Bigdeli et al., 2018).

Also, critical barriers in service integration lie in identifying and managing increasing
operational and financial risks, integrating and coordinating components, and third-party
competency (Kowalkowski et al., 2015). Involving the supplier in the client's operation requires
a higher degree of trust. Because customers share operational risks with the manufacturer to
avoid the failure of the operation itself (Raddats et al., 2017); besides, the diversification of the
service strategy may increase the risks of bankruptcy (Benedettinietal., 2015). This
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diversification increases costs and internal controls; requires new resources; requires
structural changes; needs different product managerial attitudes (Benedettini et al., 2015).

In addition to operating risks, the option for servitization increases operational complexity.
Such complexity induces uncertainties (Valtakoski, 2017); it can increase because exist a lack
of commitment to delivering the expected performance (Kowalkowski et al., 2015), and the
servitization can interface with complex products (Baines et al., 2009). The companies can
face up to lack of relevant human resources to organize (Baines et al., 2009; Gebauer et al.,
2005; Kreye, 2017b); capacity to accurately predict needs before finalization of the contract
(Kreye, 2017b); skills and knowledge (Smith et al., 2014); capacity to identify managerial
ambivalence (Lenka et al., 2018); moreover, it is also necessary to increase contractual
obligations (Bastl et al., 2012). The literature calls attention to complexities for offer service
from internal organizational design, perceived cognitive limits, and social and cultural factors
(Kowalkowski et al., 2012); of the resource bottleneck in product-centric manufacturers
(Lutien et al., 2017a); of the inability to change the traditional mental model of products for
services (Lutienetal., 2017a; Storyetal, 2017). The negative consequences of this
complexity and obstacles may reflect sterile relationships, lack of direction and coherence,
opportunism, conflicts of interest, development of barriers from the network's rigidity, and an
increase in complexities (Mustak, 2014).

2.2 Mitigation failure drivers

The literature indicates that an infusion of services may open up new business
opportunities (Kindstrom et al., 2013). These new opportunities need to be profitable for both
- the provider and the customer. However, companies that aim to seize the service opportunity
face challenges and risks (Benedettini et al., 2015; Reim et al., 2016). The literature also
shows that few companies are prepared to deal with servitization internal challenges
(Benedettini et al., 2015). Such challenges are paradoxical (Kohtamakietal., 2017).
Manufacturers need tools and practices (Kohtamakietal., 2017). Overcoming these
organization paradoxes requires appropriate service-oriented structures to support solution
delivery while maintaining effective operations in product and service units (Kamal et al.,
2020; Kohtamakietal., 2017). This unit of solutions could facilitate coping with the
performance paradox - developing modular solutions to minimize production and delivery
costs without sacrificing customization (Kohtamakietal.,, 2017). Also, understanding
development issues and difficulties between firms would be essential to understanding the
reasons for failures that may lead to servitization failure (Valtakoski, 2017).

The literature reveals the importance of identifying and managing the operational and
financial risks involved in the infusion of services (Kamal et al., 2020; Kowalkowski et al.,
2015; Reimetal., 2016). Because service extensions can lead to an increased risk of
bankruptcy. Managers need to be aware that service strategies' risks outweigh the benefits
(Benedettini et al., 2015). The promise of achieving performance adds complexity and risk to
the system vendor and the system, despite potentially higher returns (Kowalkowski et al.,
2015). Companies need risk mitigation capabilities, long-term relationships with strong
commitment, confidence, flexibility, willingness to share “gains and pains,” and avoiding
excessive unplanned personalization (Kowalkowski et al., 2015). Also, support from the top
manager and stakeholder engagement (Dmitrijeva et al., 2020). Organizations must have a
clear overall plan, rules on the actions and practices that can drive this change (Huikkola et al.,
2020). Besides, the mitigation of operational issues involves the implementation of the
following business processes: 1. business processes that increase productivity; 2. processes
that improve value for the customer; and 3. processes that enable innovation (Huikkola &
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Kohtamaki, 2017); and/or by the implementation of the following structures: 1. production; 2.
business analysis; 3. solution design; 4. network design of supplies; 5. infrastructure and
resources; 6. operation; 7. support and 8. disposal, payment model and service (Brax &
Visintin, 2017); can also mitigate the ability to manage information through connected,
intelligent systems (Kamp et al., 2017; Kowalkowski et al., 2015); and/or servitization requires
considerations of context factors such as 1. customers; 2. trust; 3. operational excellence
(Dmitrijeva et al., 2020). The ability to master digital processes can strengthen the competitive
position in costs (increased productivity) (Coreynen et al., 2017; Devece et al., 2017) or in
differentiation (enhancing customer satisfaction) (Devece et al., 2017). Digitalization can also
provide a steppingstone for manufacturers to expand their portfolio (Kamp et al., 2017); in this
way, it can change the ways companies compete (modular architecture, scalable, quality
plans, automated BackOffice processes) (Kowalkowskietal., 2015). However, the
implementation of digitalization faces the following obstacles: progress in the use and
performance of technological assets; increasing the capacity of data analysis (semantics and
actuators) (Kamp et al., 2017); and need to adapt to the client's main technical processes
(Coreynen et al., 2017).

Besides the risk, the literature calls attention to the increase in the complexity of the
operations. This growth can be fueled by uncertainty in service management capabilities and
integrated solutions (Valtakoski, 2017). Such uncertainties can be mitigated by increased
collaboration and alignment between the customer and the solution provider (Dmitrijeva et al.,
2020; Valtakoski & Witell, 2018). This collaboration can help companies manage the costs of
providing services and increase profitability (Eggert et al., 2014), and it can also support the
alignment of business logic, contributing to mitigating the risk of a service failure
(Kowalkowski et al., 2017b). To overcome the issues is vital to convert knowledge as the basis
for servitization processes. Tacit knowledge is key to the content of servitization; explicit
knowledge is essential in structural terms. This conversion also requires dynamic capabilities
that drive the business model at three levels: transaction content, transaction structure, and
transaction governance (Forkmann et al., 2017). Also, the literature implies that they need to
combine their capabilities, governance, and processes, such as: managing the installed base
(understanding processes and customer usage), fusions and acquisitions, capacity
development. The introduce service processes as reconfigurations of business models at
three levels: transaction content, transaction structure, and transaction governance, and thus
provide a systematic and granular understanding of the phenomenon of technology; project
management capability; network partner management capability; capacity for co-creation of
value (Huikkola & Kohtamaki, 2017; Kamal et al., 2020).

Organizations need to identify their design capabilites (what types of products and
services can be designed) and, therefore, ensure that customer demands are met
(Kamal et al., 2020). The modularization may be an option of the operations that can also
mitigate the complexity, developing separate components, thus enabling the separate
acquisition of these components (Carlborg & Kindstrdm, 2014; Valtakoski, 2017). The
transition of services is a resource-intensive enterprise, and companies must allocate
financial, managerial, and personnel resources to the service business (Bohm et al., 2017).
Big companies are more likely to have the resources and market power to make the
necessary organizational adjustments. In turn, we could only identify enough configurations
for revenue growth for large companies. For small businesses, it seems much more difficult
to find a general recipe for service success. To increase their chances of growth with services,
small businesses must anticipate and secure the allocation of adequate resources to the
service business (Boéhmetal., 2017). Figure 1 summarizes the study's perspective on
possible drivers of service failure and ways to mitigate them.
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Figure 1. Literature perspectives on service failure drivers and ways of mitigation them.

3 Method

Although servitization studies are extensive, empirical research on servitization
failure and factors to mitigate them seems to add to the literature. The study was carried
out following an exploratory single-case approach to contribute to the deepening of the
discussion regarding the failed servitization, its consequences, and means to mitigate
them. A single case study can be a powerful example of contingent relationships and
how they work (Siggelkow, 2007). The case study is a research strategy focused on
understanding the dynamics present within a single scenario (Eisenhardt, 1989;
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Martin et al., 2013). The case study methodology can enhance existing theory by
pointing to gaps, filling in gaps, and also provides conceptual input when used as
illustrations (Siggelkow, 2007). The case study in question required deep involvement
because of the breadth and complexity. Key respondents were interviewed several
times over time.

3.1 Case selection

The ElecLtd case provided an excellent opportunity to study a recent failure-
to-service case that led the company to bankruptcy. Before servitization, this
company maintained a representative market share (around 25%), sound
financial position, and well-appreciated products in terms of performance and
quality. After the bankruptcy, the company closed the service operation and
reduced its number by 90%. In interviewing ElecLtd executives, the research
team was able to gain a deep understanding of the drivers of service failure and
possible ways to mitigate them. Due to the issue's breadth and complexity, the
case study required deep and combined involvement by the research team, and
vital interviewees were interviewed several times. Table 1 provides background
information on participants' managerial experience and the number and duration
of interviews. To support the systematic analysis of data, all interviews were
recorded and transcribed in full. The research team collected an amount of other
primary and secondary data (see Table 2).

Table 1. Interview details.

. . Management Interview number
Interviewee position - Role -
experience and duration
ElecLtd Operations Responsible for industrial 1 —30 min 2 — 45
10 years - - . .
Manager and service operations. min 3 — 30 min
Responsible for the
ElecLtd Administration administration department 4 —45 min 5-25
15 years . ) .
Manager — (RH, Financial, min

Accounting).

Responsible for the
ElecLtd Engineering engineering department— 6 — 30 min 7 — 50
Manager 8 Years Project Manager, min
Development.

Table 2. Secondary data and additional primary data collected.

Type Document title
Report Balance Sheet.
Contract template Clients contracts.
Report Profits & Losses report by year.
Guidelines Process descriptions — (50 pages).
Report Engineering projects.
Report Productivity report.
Legal documents Legal documents - customer complaints.
Contract template Rental agreements - buildings, automobiles, equipment.
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3.2 Data analysis

Data analysis used the principles of template coding (King, 2012). The initial coding model
incorporated the utility failure drivers and ways to mitigate them to allow flexible and open
coding to allow relevant themes to emerge from the data (Corbin & Strauss, 1990). The coding
process was performed using AtlasTI software to identify and store quotes and interpretations
as data items (or codes). These were collectively collapsed into a smaller number of
categories (first-order themes) (King, 2012) and were labeled with an appropriately descriptive
term (see Table 3 and Figure 2). New themes were added whenever the analysis identified
items that did not fit the existing structure (Miles et al., 2014).

The first-order themes provided an initial understanding of the causes and possible
solutions, which informed further classification by collapsing them into second-order themes.
The data set was initially coded by one researcher and later crossed and ratified by two others;
this researcher's triangulation was used to ensure the results (Denzin & Lincoln, 2000). The
relationships among the various categories were interpreted using abductive reasoning to
arrive at the “most likely” explanation (Mantere & Ketokivi, 2013). As the analysis unfolded,
the coding structure was extended, refined, and empirically substantiated to generate the
results. The initial coding Framework (with failure-to-service drivers and ways to mitigate
them) was extended through an abductive iteration process between data, literature, and
interpretation until clear top-level codes emerged. These codes were labeled as the third
theme aggregated in the coding model. The results were structured as follows: failure-to-
service drivers and ways to mitigate them.

3.3 Trustworthiness, credibility, and reliability

The combination of documents, observations, and data collected in the various interviews
with the executive allowed the data triangulation. This triangulation was performed during data
collection and analysis of the findings. The analysis was finalized when its saturation was
reached (Yin, 2009). Specialists reviewed the study to allow future reproductions (Eisenhardt,
1989). The final analyzes and the discussion of the findings were always carried out at the
researchers' meetings. The conclusions were discussed with the interviewees. Table 3 shows
a strategy for validity and reliability measures during the research phases (Yin, 2014).

Table 3. Strategy for measures of validity and reliability during the research phases.

Validity Research

e N Case Selection Data Collection Data Analysis
criteria Design
Questions were They were collecting primary and The interviewees reviewed the
developed based secondary data as a source of L
Construct on an extensive Not applicable information. Interviews lasted case study protocol eliminate
Validity. review of the between 30 - 50 min, recorded, and mlsundergtaqq|ngs and
. . ambiguities.
literature. transcribed.

Pattern research; Triangulation

Internal Theoretical . Factors that can lead to of multiple sources of data.
Not applicable.

validity. Framework. explanations and alternatives. Discussion between authors to
reach an inter-rater agreement.
Documents, - . .
External  projects, public Cf:r;dzicflspgggedﬁ ®  Field observation, interviews, bgr;zgtg;ale%?;eziIlzagggrfs
validity. documents, pany’s case, and secondary information. : merging p
X L context, and situation. in the information.
technical visits.
Selection of a single
Develop case study developer case with . . .
protocol from ) o . Shared questionnaire for all Involvement of a third
o : multiple built-in analysis S
Reliability. primary, and units based on respondents with similar author who was not
secondary fi company status. involved in data collection.
information prgde ined _anq
) registered criteria.
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4 Findings

The ElecLtd has identified the opportunity to diversify its revenue sources by entering the
service business to combat customers' non-technical losses. These losses represent 34% of
total customer production. ElecLtd's experience with services consisted of technical
assistance based on installed products. ElecLtd had no experience with service delivery and
took on many customers at the same time. This lack of experience contributed to using only
its resources (financial, human, infrastructure). The ElecLtd entered the business without
conducting business feasibility studies: volume, cost, price estimation, incentives, or payback.
This lack of financial planning and estimates have contributed to over-sizing infrastructures
and under-sizing displacement, food, and labour costs. Also, there were deficiencies in the
management of the factory operation. Such shortcomings were replicated for a service
operation. Based on the results, it is observed that the service process started and ended
messy, inefficient, and wasting resources. The consequence of these issues was bankruptcy.
File data show that at the beginning of the operation (2011), the company had 1200
employees. After the failure-to-service, the manufacturer needed to file for bankruptcy and
dismiss 90% of its workforce.

4.1 Failure-to-service drivers

The ElecLtd has identified service requirements through bid proposals. File data show
that the service operation’s financial result in the first year closed 15% positive. In the
following years, the losses were around the US $ 5.0 million per year. These accumulated
losses of service consumed the working capital generated by the sale of products. As a
result, ElecLtd faced difficulties selling and delivering products that accounted for 70% of
sales. To mitigate this problem, ElecLtd managers have decided to reduce product prices
to below cost. The purpose of this action was to generate an order portfolio to obtain
working capital loans. The order portfolio increased absurdly (60% of Market Share). To
aggravate the situation, problems to produce products widened. These problems were
related to the lack of credit to acquire components. This decision was disastrous due to
the loss of capacity to deliver the orders and decrease the product quality, culminating in
the wear-and-tear relationship with the customers. Consequently, customers retaliated
by disqualifying the product due to the rapid growth of non-delivery, delays, and the
epidemic of quality problems. Below is an excellent testimonial:

Valuable amounts were paid to clients who went to court seeking compensation
for damages - ElecLtd was massacred - the result was already bad after legal
action financial losses were colossal (Administration Manager).

In addition to these problems, the ElecLtd had serious misalignment problems among the
board of directors. The headquarter did not control the actions carried out by the commercial
director (it was evidenced those separate operations between the two companies): services
commanded by the commercial director and factory by the owners of the company. This
misalignment contributed to avoiding obtaining information and knowledge from the field
service. The factory management was utterly unaware of what was happening to the outside
service team. The product development team should receive information about product
weaknesses. Despite the effort, the engineers of the factory did not receive any information
from service teams. Besides, the lack of service process management and mapping
contributed to operational efficiency issues. File data show that the daily productivity of the
technical team (electricians) was around 50%. The service management was incompetent in
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monitoring and executing actions to correct these deficiencies. These shortcomings
contributed to the failure-to-service. The following are relevant testimonials:

Electricians spent a month at home waiting for work guidelines; other electricians
stayed in the city of Manaus nothing to do and the company paying hotel, food
and transportation fees - when they were questioned, they said that no one
determined the activities for them - it was a mess (Operation Manager).

ElecLtd had a complex mechanism of indicators; however, it was never taken
seriously; look, it was just a proforma for ISO9000 audit (Engineering Manager).

Another problem revealed was poor cost management. The ElecLtd was lenient in
estimating product costs. This leniency entailed that price were established using
guesswork. In addition to these issues, the company underestimated the complexity of
service operations. The combination of lenient administrative processes, low-cost
estimates, and lack of complexity contributed to wrong investment decisions. Also, file
data reveals that the board of directors decided to close R & D projects, causing a loss
of $ 8 million. The claim for closure was the loss of interest in the project. Besides, the
manufacturer procrastinated actions to deal with responses to customer complaints.

Consequently, the manufacturer was disqualified from the list of suppliers due to
problems of delivery and quality. Once detected that the losses were compromising the
whole business, the ElecLtd decided to close the service operation. However, the
manufacturer's contracts did not allow the close of the service operation without
payment of contractual penalties. However, the ElecLtd did not have enough resources
to pay the breach of contract. Also, customers did not make contracts more flexible.
The EleclLtd had to operate at a loss until all contracts were finalized. Besides, the
service process started and ended messy, inefficient, and wasting resources. To
reduce expenses, the first action taken by ElecLtd was to dismiss all the managers and
coordinators of the service operation. The second action was to delegate to people who
did not know about the service operation. Third, the managers decided not to appoint
a leader to conduct the decommissioning. Finally, all these actions contributed to losses
of assets, resources, and deep financial losses. Below is an excellent testimonial.

My friend, it was a stupendous disaster... some examples: there was stealth of
stocks and equipment; employees were out of work; neglected to finalize lease of
buildings and vehicles; | don't know how much, but | guess they threw a fortune in
the trash (Administration Manager).

Respondents also indicated how to mitigate such problems and indicated ways to
succeed. These indications contributed to the construction of a Framework for
companies that intend to diversify their operations.

4.2 Ways to mitigation failure drivers

The interviews indicated mitigators to cope with the failure-to-service drivers. Such
mitigators made it possible to build a Framework to prevent these failures from
happening. This Framework encompasses two steps that must be performed before
going live: “improving the service operation” and “knowing how to decommission”.
Afterward, during implementation, the step indicates is “implementation”.
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4.2.1 Service operation

Before going to life, firstly, the managers in charge of the service should focus on
improving the service operation. They should pay attention to the requirements and
deliveries agreed on in the contract. The results of this analysis can provide essential
data to assess the available knowledge bases. Failure to assess internal capabilities may
designate the operation to inexperienced employees or managers unable to implement
the required changes. These management deficiencies can prevent a correct analysis of
operational complexity and, especially, business process management. The following are
relevant testimonials:

Our knowledge of service was small — also, the board of directors was arrogant
(Administration Manager).

Respondents indicated that to mitigate such problems involves recruiting
experienced professionals. Besides, the development of operational partners can
contribute to increasing the knowledge of internal teams. Such professionals and
partners are essential for the correct sizing of resources and reducing operational
complexity. Moreover, previous experience can contribute to applying the total quality
business management further.

Partner could contribute to the increase in related to the service (Enginneering
Manager).

Experienced professionals could contribute to the analysis and implementation of
organizational changes and control the productivity of resources (Administration
Manager).

4.2.2 Decommission

Respondents reported the harmful impacts of a lack of knowledge of how to
decommission complex service operations. It is recommended to plan the
decommissioning of the operation. Not knowing whom critical resources are and
discontinuing them without prior analysis contributes to further negative impacts. Also,
the lack of leadership to manage and execute can negatively affect the
decommissioning of resources and contracts' closure. These negatives consequences
may impact the relationship with customers and cause the loss of financial assets.
Below is an excellent testimonial.

The experience | had with the decommissioning was terrible. We did not know
what to do...lost much money (Administration Manager).

The interviewees said that in a new operation, they would do everything differently.
Also, discontinuing service operations is inevitable by forecast, or by the customer's
decision, or by the supplier's decision. Therefore, it is recommended to have a road
map and assess the risks and impacts. Know who the key employees are and plan how
to maintain them. Finally, map the consultancies and professionals that have conducted
a similar decommissioning process. Figure 2 shows the coding of the findings inserted
in the “before going live” phase of the Framework.
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* Recognize consultants and experienced

professionals that have been conducted similar

decommissioning

Figure 2. Coding of before going live findings.

4.2.3 Implementation

In the implementation, respondents indicated that they avoid keeping executives
inexperienced and unable to implement change. Moreover, top managers cannot be content
with weak or superficial analysis of operational and financial risks. Such analysis can
contribute to misallocation decisions, as well as payback errors. Finally, respondents drew
attention to weak information systems. Such deficiencies can affect the ability to monitor
operations and make decisions. Also, the lack of capacity to manage the knowledge absorbed
in implementation can hinder synergy from improving quality, develop new projects, and
emerging business. Below is an excellent testimonial.

ElecLtd looked like two distinct divisions: production and sales/service. There was
no collaboration between the divisions. Look, despite the insistence, engineering
never received any information from field service. Terrible, this information could
have been like “gold nuggets” for us (Enginneering Manager).

Figure 3 shows the coding of the findings inserted in the “implementation” phase of
the Framework.

Inaccurate information system
Deficient knowledge management
What to

Fragile risk management . i
Managers unable to implement organizational b \‘

needs

Implementation

Focus on the strategic and operational targets
Focus on customers’ needs What to do
Focus on confinmons improvement process — for
Focus on implementation

Focus on keep track on performance

Figure 3. Coding of implementation findings.
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The analysis of the identified steps and activities led to the development of a
Framework (see Figure 4) to guide the actions of managers in charge of similar
operations. Attention to these actions can increase the financial result, as well as
strengthen the business diversification of manifesting companies.

\
eRecruiting experienced professionals.
eDeveloping operational partnerships.
Service e Applying the total quality business management.
operation J
\

o Assess risks in advance.

eHave a decommissioning road map.

eKnow who are the key employees, and avoid losing these key employees.

Decommission | eRecognize the consultantes and professionals that have been conducted similar decommissioning.

eFocus on the strategic and operational targets. )
sFocus on customers’ needs.

eFocus on continuous improvement process.

eFocus on implementation.

eFocus on keep track on performance. )

Implementation

Figure 4. Framework steps to actions.

5 Conclusions

The present study intends to understand the drivers that influenced the failure-to-
service and ways to mitigate them. The theoretical contribution contemplates three
essential aspects of the failures-to-services and culminates in a Framework to guide
the managers involved. First, the case presenting the factors that motivated the
company to follow this strategy. Second, the study presents the problems of the
servitization process that culminated in bankruptcy. As a third contribution, this study
presents ways to mitigate failure-to-service drivers.

Findings indicate that failure-to-service drivers can be summarised by assigning the
operation to inexperienced employees, lack of ability to implement organizational
needs, organizational alignment, and knowledge of how to disable complex operations.
The motivators identified and how to mitigate them made it possible to develop a
Framework to guide managers involved in similar operations. The Framework is based
on three stages two of them should be realized before going live: service operations
and decommission. The third stage presents the actions in the implementation.

The Framework based on the executives' recommendations, points out that in the
service operations stage should put the focus on the recruitment of experienced
professionals. Such professionals could be found in competitors, as well as in the
customers. Also, suggest developing of operational partnerships to obtain gains in
knowledge and experience. Another suggestion is to implemented total quality
management to achieve contract targets. In the decommissioning stage, the
Framework indicates the need to assess risks in advance, prepare a deactivation
roadmap, identify the key employees to avoid losing them and recognize consultants'
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companies and qualified professionals who have already performed similar
deactivations at other companies.

In the implementation stage, the Framework proposes to mitigate drivers' special
attention to the company's focus, directing attention mainly to focus on strategic and
operational goals, customer needs, continuous improvement, and the implementation
and monitoring of performance. This proposed Framework aims to help companies
develop better management of their service routine. Special attention to these actions
can enable companies to minimize the impacts resulting from service failures. Also,
minimizing failures allows companies to improve their financial results and strengthen
the diversification of their businesses.

5.1 Research contributions

The findings contribute to recommending that underestimating the complexity of
servitization constitutes an inducer to the failure-to-service. The lack of experience and
qualification contributed to shortcomings in the management of the operation. This
finding corroborates that the risk of failure increases due to deficiencies in the internal
organization (Dmitrijeva et al., 2020; Kowalkowski et al., 2012; Reim et al., 2016), in
human resources (Benedettini et al., 2015), in the knowledge and intellectual capacity
(Kowalkowski et al., 2012; Valtakoski, 2017; Werlang & Rossetto, 2019), and social
and cultural factors (Kowalkowski et al., 2012; Lenka et al., 2018).

Also, the results add indicating that staff was not aware of the organization's
strengths and weaknesses. This deficiency led to a superficial analysis of contractual
requirements (Kreye, 2017b; Reim et al., 2016); to an underestimation of knowledge
management and complexity (Medeiros etal.,, 2020; Dmitrijeva etal., 2020;
Kamal et al., 2020); and to an inefficiency in the business management process
(Amarilla & larozinski, 2018; Huikkola et al., 2020; Kamal et al., 2020). Besides, these
deficiencies helped intensify the financial losses resulting in the organization's failure
(Benedettini et al., 2015).

As evidenced in the literature, the superficial analysis of the requirements did not
reveal the risks of infusion of services that may outweigh the benefits (Benedettini et al.,
2015). Besides, managers need to implement organizational changes to make the
company more customer and service oriented (Benyoussef Zghidi & Zaiem, 2017;
Gebauer & Kowalkowski, 2012; Huikkola et al., 2020). Another contribution these
studies focus on managerial misalignment in the company. The findings contribute by
indicating that such misalignment may lead to the failure-to-service. As noted, this
misalignment was observed when the manufacturer did not take advantage of the
knowledge management to improve the products (Forkmann et al., 2017; Kamal et al.,
2020; Werlang & Rossetto, 2019); or when did not take in consideration the risks the
to reduce the prices (Benedettini et al., 2015; Reim et al., 2016); or when it did not act
to resolve the quality deficiencies (Gonzalez & Martins, 2015; Kreye, 2017a;
Lutien et al., 2017b).

The study also points out that managers who did not know how to decommission
the service division. This finding contributes by indicating that these unknowns have
contributed to increasing the effects of failure (Mustak, 2014; Werlang & Rossetto,
2019). The consequences directly impacted the loss of assets, financial losses, and
resources contributing to the bankruptcy (Benedettini et al., 2015). As evidenced,
errors were observed when the manufacturer did not plan further decommissioning
(Valtakoski, 2017); or when designating people without proper knowledge
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(Dmitrijeva et al., 2020; Valtakoski, 2017); or when managers were not capable of
managing the valuable resources (Benedettini et al., 2015).

Moreover, the results of this study contribute by indicating actions to mitigate such
failure-to-service drivers. The analysis of these actions allowed the creation of a
Framework to guide top managers' actions interested in diversifying their
manufacturing operations. The Framework suggests that problem-solving in-service
operations should focus on the recruitment of experienced professionals. The top
managers may also develop partnerships with other companies to mitigate further
problems (Bikfalvi et al., 2013). Such actions may be an excellent source of knowledge
and innovation (Huikkola & Kohtamaki, 2017; Rodriguez et al., 2016; Roénnberg
Sjodin et al., 2016); besides, it can contribute to the understanding of the problem, the
viability of the operation, and the delivery the needs (Kindstrom & Kowalkowski, 2014;
Owen Raddats & Burton, 2014).

The Framework also focuses on planning the ordered sequence of shutdowns
(Dmitrijeva et al., 2020). It suggests that the decommissioning process requires in
advance to know who critical people are and recognize the consultants and
experienced professionals in disconnecting from complex operations (Aarikka-
Stenroos & Jaakkola, 2012). Finally, it suggests building a roadmap in advance
detailing all these actions for the stakeholders to perform (Yildiz et al., 2014).

Finally, the Framework points out that implementation problems can be mitigated
by developing a culture of excellent performance to generate the value expected by the
client (Huikkola et al., 2020; Story et al., 2017); by daily management of relationship
interaction: communication, conflict resolution, integration and collaboration of activities
(Rhodes et al., 2016); by improving total quality: teamwork, focus on innovative
process, outcome orientation, attention to detail (Didgenes et al., 2019); by a closer
relationship with the client to develop open service innovation (Litjen et al., 2017b); by
planning the management process to achieve strategic objectives through analysis,
modelling and process optimization to ensure keep on track on performance
(Silva et al., 2019).

5.2 Managerial implications

The results of this study may contribute to managers responsible for the
development of servitization processes. An infusion of services combined with products
can reveal revenue growth opportunities. Managers interested in taking advantage of
these opportunities need to identify their strengths, weaknesses, opportunities, and
tendencies. It is also suggested to assess internal human resources' ability to
determine whether their skills align with the requirements for service. Think about the
possibility of creating a specific division to develop service. This division can be
separated from the product division by contemplating a revenue and cost center. It is
strongly recommended to establish qualified partnerships with other companies. These
partnerships can provide the expertise, the necessary infrastructures, and qualified
human resources. Besides, it will also be necessary for human resources management
to identify competencies (knowledge, skills, and values) required to develop and deliver
the service contract's specifications. Essential to promote a culture of excellent
performance. Managers must be ruthless in identifying inefficiencies: unproductive
human resources, waiting times, costs, and expenses out of the budget, delays in
deliveries, different errors. This identification encompasses the application of
continuous improvement techniques; the detailing of costs and expenses; the control
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of employee efficiency; the development of efficient digitalization systems; the control
of physical assets; the automation of processes; the narrowing of the relationship with
customers to predict wear-and-tear signs in the relationship; and the search for product
innovations. Finally, it is recommended that managers be aware of the requirements
for decommissioning complex operations. As it turns out, the implications of the lack of
decommissioning planning can impact the company. This lack of planning has led to a
loss of tangible assets, a waste of resources, termination of contracts, problems in
terminating employees, fines, and legal proceedings.

5.3 Limitations and future research opportunities

As with any study, the present research has limitations that must be addressed. As
the study is qualitative, the results cannot be generalized for the population of
manufacturers of high demand products. Moreover, the analysis of a single case of
service failure that led the manufacturer to financial losses that conducted the ElecLtd
to file for legal recovery prevented comparison with other cases.

Future studies may investigate: How to assess strengths, weaknesses,
opportunities, and trends to achieve vertical integration for services? How to leverage
the corporate mindset in the design and delivery phases of the service contract? How
to promote the alignment of factory operations and services to take advantage of the
knowledge acquired? How to mitigate the disconnect between the customer service
demands and the actions of the service area managers of the manufacturer? How to
develop decommissioning of complex service operations? Future studies can also
evaluate the application of the Framework developed in other companies that develop
similar services. Future studies can analyse applying the Framework and evaluate the
results of its effectiveness in mitigating failure-to-services.
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