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ARTICLE INFO ABSTRACT
Keywords: Many services are difficult to understand and communicate, and as a result, difficult to position, differentiate,
Service product and sell. While important, understanding services as well-defined products has hardly received research attention
Productization although doing so offers a host of potential benefits. This conceptual article makes the following contributions.
SpeClﬁcaFlon, First, it synthesizes the literature to develop a better understanding of service productization as a process that
Standardization . . . . ) . . . .
Branding transforms variable, ad-hoc services and service products into well-defined service products (i.e., ‘productized
Pricing services’). Second, it advances that well-defined service products are (1) specified (i.e., have a formalized value
proposition and are configured, standardized, systemized, and often also modularized and bundled), (2) branded
(i.e., have a name, symbol, or design, and are identifiable by these linguistic, visual, and tangible cues), (3) and
priced (i.e., have clearly stated, communicated, and committed prices that can include rate fences and tiering).
Third, this article advances managerial practice by exploring the concepts and tools available to productize
services and outlining managerial benefits and potential drawbacks of highly productized services.
1. Introduction promoting, and pricing services (Clemes, Mollenkopf, & Burn, 2000) as
well as with running efficient service operations (Verma, 2000). What is
“Anyone can make something complex; but it takes a genius to make more, customers often find it difficult to grasp a service provider’s value
something simple” — Albert Einstein. propositions, necessitating more concrete and clearly specified offerings
that reduce the sense of ambiguity and customer risk perceptions
Many services are complex, intangible, and not clearly defined which (Jaakkola, 2011). Consider, for example, the fully standardized group

can make it challenging for customers to distinguish between different fitness classes by Les Mills’ or the children’s birthday party packages by

offerings and understand what they are getting for their money. As a McDonald’s.? Both comprise clear sets of options to choose from, stan-
result, such services are difficult to position, differentiate, and sell.

- dardized delivery formats, and physical infrastructures that reinforce
Resonating this dilemma, Gronroos (2020) suggested that services

the service brand, which make it easy for the customer to understand

should be treated as concrete objects, albeit intangible ones, and that what the service entails. However, this approach is still not wide spread

they need to be marketed very much like tangible products. These are or well understood. Both academics and practitioners would benefit

powerful suggestions, however, academic research on clearly defined from a better view on how to create, promote, and deliver services that

service products is scarce (Gronroos, 2020; Wirtz, 2021). are clearly defined rather than something fuzzy that is inadequately
Better knowledge on service products could help service managers specified, vaguely communicated, and poorly understood.

overcome many challenges. For example, previous research indicates

One powerful approach to developing more concrete, object-like
that when the content of a service offering remains fuzzy and constantly

! . . ot service products is the productization of services, which to date has
varying, many service managers struggle with communicating, received limited research attention. The handful of studies on
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productization have focused on a specific aspect of this concept such as
modularization, or its application in a narrow context such as profes-
sional services (see e.g. Jaakkola, 2011; Valtakoski & Jarvi, 2016;
Tuominen & Martinsuo, 2019). As Harkonen, Haapasalo, & Hanninen
(2015) concluded in their review article, “the discussion on the pro-
ductization of services in the published journal articles seems to be
somewhat limited and lacking depth” (p. 70). What remains missing is
an overarching framework for service productization that is applicable
across service industries holistically and can guide further research in
the area.

Therefore, the purpose of this article is to provide academics and
practitioners alike with a better understanding and guidance on what
well-defined service products are and how they can be crafted using
service productization. To do this, we synthesize the extant literature on
service productization, service products, and related fields (c.f., Jaak-
kola, 2020). With this conceptual article, we make the following con-
tributions. First, we develop a better understanding of what exactly is
service productization. Second, we advance that well-defined service
products (i.e., productized services) have three key characteristics: they
are (1) specified (i.e., have a formalized value proposition, are config-
ured, standardized, systemized, and often also modularized and
bundled), (2) branded (i.e., have a name, term, symbol, or design, and
are externally identifiable and distinctively perceived by these linguis-
tic, visual, and tangible cues), (3) and priced (i.e., have clearly stated,
communicated, and committed prices that can include rate fences and
tiering). Third, we explore the concepts and tools that are available to
productize services, that is, to transform variable, ad-hoc services and
service products into well-defined service products. We conclude with a
discussion of the managerial benefits and potential drawbacks of highly
productized services.

2. Why should firms care about productization? The case of
LUX* Resorts & Hotels

To ground our analysis of the content and relevance of service pro-
ductization, we start with an illustrative example. Specifically, we use
LUX* Resorts & Hotels as a mini-case study (Wirtz & Kaufman, 2016;
Wirtz & Lovelock, 2016, pp. 728-743; Wirtz, 2021) to show a successful
service productization initiative and its benefits. LUX* engaged in ser-
vice productization to support its overall brand positioning (i.e.,
“Lighter.Brighter” being more simple, fresh and sensory than competi-
tors) and value proposition (“help people celebrate life). Its productized
services included those that addressed specific customer needs (e.g.,
various packages for weddings and couple retreats), a number of
branded experiences there were deployed system-wide (e.g., each of its
resorts had a Cinema Paradiso and Café LUX*), and destination-specific
offerings (e.g., its “A Mauritian Rum Adventure” as a branded experi-
ence curated around local rum, Mauritius’ national drink).

Using the service productization approach, even for specific experi-
ences in its resorts that were not sold separately but were part of the
overall resort experience (e.g., Cinema Paradiso), was instrumental for
LUX*’s turnaround from virtual bankruptcy to profitability and growth.
It helped to build the hotel chain’s innovation culture and to better
differentiate its various offerings. To illustrate, LUX* developed and
transformed a number of generic services and ideas into well-defined
service products, which were internally referred to as “Reasons to Go
to LUX*” (or “RTGs” in short). In simple terms, a RTG is a branded
experience designed to make guests feel different and special. Examples
include the LUX* Cinema Paradiso, a branded movie screening experi-
ence at the beach, and Café LUX* with its own ethically sourced coffee
blend freshly roasted on-site, and served in its branded Café LUX* out-
lets. Both RTGs are delivered in all LUX* resorts around the world. What
then is the difference to movie screening services and gourmet coffees
offered by other 5-star resorts that did not productize their services?

The difference becomes clear when one examines the development,
specification, and delivery of productized services. LUX* formed teams
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within each of its resorts that were tasked with developing RTGs. These
teams observed and talked with guests, scanned the Internet, looked at
what other resorts were doing, and generated numerous ideas this way.
One of these ideas was a beach movie screening experience that the team
developed into a branded ‘Cinema Paradiso’ service product. Devel-
oping this product entailed specifying its visual appearance, format, and
content for the customer as well as the material elements needed to
deliver the value proposition. For example, Cinema Paradiso included an
early evening screening for children and a later show for adults, a movie
experience had to have popcorn and ice cream for children, and a glass
of wine for the evening show. It included beanbags and comfortable
cushions to lie on the beach, and wireless headphones that allowed a
high-quality audio experience outdoors without disturbing other guests,
and more. The difference to other resorts’ outdoor movie screening is
that at LUX*, a team sat together to formally specify, test, and fine-tune
this experience, develop a brand for it, and once it was deemed ‘right’ in
one or more pilot sites, the format was specified and blueprinted, and
then rolled out system-wide. As a result, every LUX* resort had the same
high-quality, innovative Cinema Paradiso.

The advantages of this productization for key stakeholders are
manifold. It enables the firm to engage in systematic service develop-
ment projects, as opposed to incremental development that is typical for
less specific services that tend to develop organically (c.f. Jaakkola &
Hallin, 2018). Employees can better understand these productized ser-
vices, explain them more effectively (e.g., almost every LUX* employee
can describe the various RTGs to guests with enthusiasm and confi-
dence), and know how to consistently and system-wide deliver them at
high quality. Importantly, productization facilitates positioning and
differentiating services and makes them easier to market, sell, and scale.

This case serves to illustrate benefits of developing and putting well-
defined service products into practice through the process of producti-
zation. In the following section, we derive key definitions for this central
process.

3. What is service productization?

Although the term ‘service product’ is used in the literature, it does
not necessarily indicate productization because this term is generally
used as a synonym for service offering. Thus, service products may be
more or less productized. Prior research on productization focuses on
software, technology, services, and even products (Harkonen, Haapa-
salo, & Hanninen, 2015). A few studies explicitly focus on service pro-
ductization (e.g., Jaakkola, 2011; Harkonen, Tolonen & Haapasalo,
2017), with others addressing nuanced elements of productization, such
as modularization (Gremyr, Valtakoski, & Witell, 2019), and formal-
ization (Tuominen & Martinsuo, 2019). Furthermore, although stan-
dardization and service quality research has focused on some aspects of
productization (e.g., how to deliver consistently high quality), it has not
explored how these standardized and high quality services could be
‘packaged’, marketed, and sold as object-like, well-defined service
products (Gronroos, 2020; Wirtz, 2021). Extant literature thus features
inconsistent terminology and many loose ends, which inhibit the theo-
retical development of this concept.

To synthetize extant knowledge, we reviewed how productization
has been previously defined (Table 1). This review suggests that service
productization can be understood as the process of transforming variable,
ad-hoc services and service products into concrete, well-defined service
products through specific approaches and tools. The key dimensions of
productization identified in extant literature focus on addressing core
challenges inherent in many services, that is, their intangibility and lack
of comprehensibility, standardization, formalization, systemization,
repeatability, configuration, modularization, and bundling.

While the extant definition covers the specification of services (i.e.,
defining, formalizing and standardizing service elements, which is
broadly discussed in the productization literature), our definition pre-
sented in Table 1 augments the concept of productization with branding
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Table 1

Descriptions, definitions, and key dimensions of service productization.

Authors

Descriptions and Definitions

Key Dimensions

Elia, Gnoni, &
Tornese
(2019)

Harkonen,
Tolonen, &
Haapasalo
(2017)

Valtakoski, &
Jarvi (2016)

Andreini et al.
(2015)

Harkonen,
Haapasalo, &
Hanninen
(2015)

Nagi (2013)

Aapaoja, Kujala
& Pesonen
(2012)

3

.

A main objective of service
productization is to increase
customer satisfaction and
perceived value of the
offering. This is achieved
through standardizing the
service offering and adding
tangible products and
components.

Successful productization
results in a service product
that can be sold, delivered
and invoiced. A company
can have a number of service
products that form a product
family of services.
Productization also leads to
the systematizing and
tangibilizing of the service
offering and related
processes, while creating a
level of formalization.
Formalization in this context
may entail the
standardization of service
components and processes.
Service productization is a
process of knowledge
transformation along two
dimensions: from tacit to
explicit, codified knowledge,
and from individual
employee knowledge to
organizational knowledge.
A successfully productized
service is ready to be
replicated throughout the
organization.
Productization suggests
moving from a service-
dominant to a good-
dominant logic, aiming at
objectivizing, standardizing,
and packaging services.

The good-dominant logic
approach introduces
manufacturing tenets into
the world of services, trans-
forming intangible offerings
into more objectified
proposals.

Productization is the process
of analyzing a need, defining
and combining suitable
elements, tangible and
intangible, into a product-
like object that is standard-
ized, repeatable and
comprehendible.
Productization activities
cover those for a product to
be ready commercially, so it
can be produced, delivered,
sold, purchased, and used.
Productization refers to the
activity where service
companies provide more
product-like solutions
through systemization of
their components.

The main output of
productization is bundling
offerings and deliveries
together in well-defined

Standardization
Tangibilization

‘Tradable’ units of service

Family of service products

Systematization
Tangibilization
Formalization
Standardization

Replicability

Knowledge codification
Knowledge transfer from
tacit to explicit
Knowledge transfer from
individual employees to
the organization

Objectivization
Standardization
Packaging

Identification of customer
need

Creation of a product-like
object

Combination of product
elements

Standardization
Comprehensibility
Creation of ‘commercially
ready’ units of service

Solutions
Systemization
Modularization
(components)

Bundling
Packaging
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Table 1 (continued)

Authors Descriptions and Definitions =~ Key Dimensions

packages so that the expec-
tations of customers are
better fulfilled.

Valminen & e Productization’ refers to an e Systemization
Toivonen activity where the service e Definition
(2012) offering is made more e Creation of a

‘product-like’ through a ‘commercially valuable’

systematization of its offer
components. The aim is the
clarification of the nature of

a service as a commercially

valuable commodity.

Jaakkola (2011) e Productization incudes (1) e Specification
specifying and standardizing e Standardization
the service offering, (2) e Tangibilization,
tangibilizing and concretization
concretizing the service e Systemization

offering and professional
expertise, and (3)
systemizing and
standardizing processes and
methods.

Creation of ‘exchangeable’
units of service

Productization is used to
translate the abstract service
and its creation into
concrete exchangeable
objects and controllable
processes.

Service productization is the
process of transforming
variable, ad-hoc services and
service products into well-
defined service products that
are specified, branded, and
priced so that they address a
specific customer need (see
Table 2 for details).

Current study

e Specification
e Branding
e Pricing

Note: Articles are listed in reverse chronological order of publication and
alphabetically in the same year of publication.

and pricing. In prior definitions, branding is merely implied in di-
mensions such as ‘packaging’ and ‘tangibalization’. Similarly, a number
of definitions point towards making services commercially ready and
tradeable, but they do not mention pricing explicitly. The definition
offered in this paper covers these dimensions explicitly.

Branding is a core component of a product in virtually all marketing
texts (e.g., Kotler & Armstrong, 2021) and is clearly palpable in many
successfully productized services (e.g., see our LUX* case earlier). The
literature on service pricing and revenue management too uses tools
such as rate fences and tiering of service to define service offers for
specific customer segments with differing price sensitivities and needs
(Kimes & Wirtz, 2015). That is, the branding and pricing literatures
address similar issues from their disciplines’ perspectives and examine
how to price and sell specific offerings with well-defined content. The
important roles branding and pricing play in productization are nicely
expressed by a manager in Jaakkola’s (2011) study: “We gave the ser-
vice a brand name and a clear description of the content, price and even
the delivery time. We developed some promotional material through
which we communicate the essential benefit of the service via illustra-
tions and slogans. ... It is really an icebreaker in the sales situation!” (p.
226).

4. What are productized services?

Why does it seem so difficult to productize services? The answer lies
in the structurally different nature of service products compared to
physical products, which is reviewed next. This is followed by a dis-
cussion on what exactly are the characteristics of productized services.
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4.1. What is a service product?

‘Product’ is often used as an umbrella term, commonly defined as a
consistent bundle of output or a market offering that provides the ability
to differentiate one bundle of output from another (AMA, 2021). In a
manufacturing context, the concept is easy to understand as the output is
embodied in a physical product, that is, a manufactured tangible good
that customers buy and own. A service product also represents a market
offering but is structurally different: It refers to a performance that is
experienced rather than owned. Even when bearing physical elements
(e.g., a surgically implanted pacemaker or a replacement part installed
in a car), a significant portion of the value added is in the service (e.g.,
expert labor and the use of specialized equipment; Lovelock & Gum-
messon, 2004). As such, a service product comprises all the elements of
the service performance, both physical and intangible, that create value
for customers (Harkonen, Tolonen, & Haapasalo, 2017).

The extant literature converges around an understanding of service
products as performances that include an exchange of value between the
provider and the customer (Wirtz & Lovelock, 2016). This process of
value exchange can be mutually defined and negotiated before and even
during a service encounter between an organization and its customers
one at a time (i.e., a real-time process). In contrast, most physical
products are configured and assembled (i.e., are pre-defined and fully
specified) before being sold and therefore are almost by definition
highly specified, especially so for mass-produced manufactured goods.
This structural difference between service products and physical prod-
ucts explains why the former are generally less productized than the
latter. In particular, rarely is a service product designed with the scru-
tiny we know from manufactured goods’ engineering and development
(c.f., Kalyanaram & Krishnan, 1997).

Nevertheless, service firms can still specify and differentiate their
offerings in a similar fashion using the various configurations (or
‘models’) as is done by manufacturers. The objective of this producti-
zation process is to design service experiences that address specific
customer needs and wants, are distinct, and can be easily differentiated
from other offerings (Wirtz & Lovelock, 2016), just like tangible goods.
These configurations can refer to any of the three components entailed
in a service offering (Jaakkola, 2011; Wirtz & Lovelock, 2016): its core
product (e.g., a rejuvenating spa treatment), supplementary services (e.
g., making reservations, providing consultation, and making payment),
and its delivery processes (e.g., the way the core and supplementary
services are executed).

Importantly, productization can be viewed on a continuum where a
service product can range from being hardly productized (i.e., is variable
and delivered on an ad-hoc basis) to highly productized (i.e., is well-
defined with a high specification, a brand, and clearly indicated
price). Many firms already offer highly productized service products. For
instance, travel insurance and credit card products are carefully
designed to contain distinct service content (i.e., are specified), are
given a name and logo (i.e., are branded), and are priced (e.g., each
service product has a clearly stated price). Furthermore, the bundling of
core and various supplementary services into “packages” that suit
particular purposes is widely used. For example, many hotels offer pre-
specified service bundles for different purposes such as weddings,
corporate meetings, and get-away couple weekends. The get-away
weekend service product may include various elements like a couple’s
spa, a romantic candle-light dinner, and breakfast, is likely to have its
own name advertised on the hotel’s website and booking engine, and has
a price attached to it.

Table 2 provides a summary of the discussion on service products in
this section, and the description and definition of productized services,
which are developed in the following sections.

4.2. What are the characteristics of productized services?

The service productization literature offers a rich conceptual
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Table 2
Definitions and description of service products and productized services.

Terms Definitions and descriptions

Service product e Comprises all the elements of a service performance, both
physical and intangible, that create value for customers
(Harkonen, Tolonen, & Haapasalo, 2017).

Is a service offering that delivers a bundle of benefits
(Harkonen, Tolonen, & Haapasalo, 2017) which:

o Consists of three components: the core product,
supplementary services, and the service delivery process
(Jaakkola, 2011; Wirtz & Lovelock, 2016).

The core product delivers the principal benefits and
solutions a customer seeks (e.g., a rejuvenating spa
treatment or a car repair).

Supplementary services facilitate the use of the core service
(e.g., order taking and payment) or enhance its value (e.g.,
consultation and hospitality).

The service delivery process refers to how the service is
delivered and shapes the customer experience.

May or may not be productized; there is a continuum from
service products that are hardly productized (i.e., are not well-
defined) to those that are highly productized (i.e., are well-
defined).

Is a well-defined service offering that is specified, branded,
and priced so that it addresses a specific customer need.

Is the outcome of a service productization process.

Specified means that the service has a defined value
proposition and attributes. This can be achieved by:

o Understanding, defining and expressing the object of value
exchange (e.g., defining and formalizing value propositions
and service attributes).

Dismantling the overall service into separate units and re-
combining them (e.g., modularizing services and bundling
service units) into solutions (e.g., packages or bundles that
address specific customer needs) (Jaakkola, 2011).
Reducing the variability of the service (e.g., systemizing
and standardizing processes).

Branded means that the service product has a name, term,
symbol, or design, and is externally identifiable and
distinctively perceived by linguistic, visual, and tangible cues.
It makes a service, its value proposition, and quality more
easily understood and recognized (i.e., mentally tangible) and
physically identified (i.e., physically tangible).

Priced means that the price is clearly stated, committed, and
communicated as part of the service product (i.e., the price is
not ‘negotiated’ or determined transaction by transaction, or
even during the service encounter).

o Revenue management tools (e.g., rate fences) and tiering of
service are often used to define service products for specific
customer segments with differing price sensitivities and
needs (Kimes & Wirtz, 2015).

Price can be zero for services products that are not
separately traded (e.g., Cinema Paradiso in our LUX* case
example). These service products do not have a dollar value
attached to them; their price is effectively stated as zero and
customers understand this.

[}

[}

[}

Productized

service

(=]

(=]

[}

contribution to the ‘how’ of making services more product-like (e.g.,
Goldstein et al., 2002; Harkonen, Tolonen, & Haapasalo, 2017; Jaak-
kola, 2011), and holds how service productization moves service prod-
ucts towards becoming concrete units of deliverables to customers
rather than something of unspecified nature and quantity (see Table 1).
However, the ‘what,’ the desired end state of this process perspective has
garnered little attention (c.f., Gronroos, 2020; Wirtz, 2021). This is an
important gap in the literature as understanding and defining the
concept of well-defined service products (i.e., the ‘what’) is a prereq-
uisite for making effective use of the productization concepts and tools.

Based on the discussion in the following sections, we propose that
productized services should be (1) specified, (2) branded, and (3) priced.
These three characteristics make service products well-defined and
tailored to address and deliver definable value to customers. Regarding
(1) specification, we reviewed the extant productization literature as
described next. For (2) branding and (3) pricing, we reviewed the
branding and pricing literatures, which have not been considered in the



J. Wirtz et al.

productization literature much, if at all, but are relevant because they
address similar issues from their disciplines’ perspectives (e.g., how to
communicate, price and sell predefined service offerings).

Specified. Specified means that the service product has a defined
value proposition, leading to overall specified service characteristics. It
includes a specification of what is to be done for the customer (i.e., the
core service) and how this is to be achieved (i.e., through supplementary
services and service delivery processes; Jaakkola, 2011; Wirtz & Love-
lock, 2016). This is facilitated by understanding, defining, and formal-
izing the value proposition, dismantling the overall service into separate
units and re-combining them into solutions (e.g., configuring, modula-
rizing services and bundling service units), and reducing the variability
of the service (e.g., by systemizing and standardizing processes) (Jaak-
kola, 2011; Valtkowski & Jarvi, 2016; Harkonen, Tolonen, &
Haapasalo,2017).

Branded. Aaker (1991, 1996) defined brands as names, terms, sym-
bols, or designs to signal and communicate market offerings to cus-
tomers. While for “packaged goods, the product is the primary brand”
(Berry, 2000, p. 128), service experiences are more procedural, referring
to “cognitive, affective, and behavioral reactions associated with a
specific service event” (Padgett & Allen, 1997, p. 51). Thus, service
branding addresses the creation and maintenance of the customer’s
overall mental picture associated with a service.

Yet, services are often hard to conceptualize mentally due to their
intangible nature (McDougall & Snetsinger, 1990). Hence, tangibaliza-
tion, a key mechanism described in the service productization literature,
is central to facilitate service branding. It connotes adding tangible
features to service products such as promotional material like brochures,
displays or leaflets to illustrate the service processes (Jaakkola, 2011), or
guiding and shaping customer experiences and quality perceptions
through the servicescape (Bitner, 1992).

Importantly, tangibilization does not only entail a physical but also a
mental component. The mental component increases customers’ ability
to visualize or picture a service product and creates consistent mental
representation in the customers’ perception (McDougall & Snetsinger,
1990). Specifically, communicating mental cues such as “Dine under the
stars” (Ayers Rock Resort, Australia) can make a service product
mentally graspable. Taken together, branding makes a service product
identifiable and distinctively perceived by customers and employees
through linguistic, visual, and tangible cues. As such, it makes a service
and its value proposition physically identified (i.e., enhancing physical
tangibility) and more easily understood and recognized (i.e., enhancing
mental tangibility).

Priced. Service pricing is based on various objectives like return-on-
investment, market share increase, or long-term competitiveness (for
an overview see Avlonitis, Indounas, & Gounaris, 2005). Furthermore,
we advance that prices that are clearly stated, communicated and
committed as part of a product (i.e., the price is not ‘negotiated’ or
determined transaction by transaction) are an important part of a pro-
ductized service offer. Revenue management tools (e.g., rate fences that
specify clearly what a particular offer entails) and tiering of service (e.g.,
prices that are linked to specific performance attributes such as a two-
hour versus a 24-hour response time) are often used to define priced
service products (Kimes & Wirtz, 2015).

We also propose that it is important to distinguish between service
products that are separately traded and have a price attached to them
and not separately traded services (i.e., they are not billed and paid by
the customer). Many products — both physical goods and service-based —
involve services that are not traded but provided as part of a customer
journey or a relationship with the customer without additional payment.
In contrast to traded service products, these non-traded services have
received little if any research attention on whether and how they could
be productized. However, as shown in our LUX* case study with the
example of Cinema Paradiso, productization can be applied to move
service towards well-defined service products even if they do not have a
dollar value attached to them, but their ‘price’ can still be considered
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specified; it is zero. In sum, we advance that well-defined service
products have an upfront stated and communicated price, which can be
zero in the case of not separately service products.

Contrasting service products with different degrees of productization.
Table 3 illustrates the three characteristics of well-defined service
products and shows how these characteristics together make a service
product well-defined. Furthermore, we argue that the degree of pro-
ductization of a service should be understood as a continuum ranging
from low (i.e., the service product is not well-defined) to high levels of
productization (i.e., it is well-defined by being highly specified, having a
brand, and being clearly priced).

5. How is service productization achieved?

In this section, we examine the process of service productization.
Thus, after answering the ‘what’, we are turning towards the ‘how’ of
creating well-defined service products and describe the approaches and
tools available to do this. As shown in the previous section, a service
product consists of the core product, supplementary services, and the
service delivery process (Jaakkola, 2011; Wirtz & Lovelock, 2016) that
can be productized through specifying, branding, and pricing. In addi-
tion, we advance that service firms need to build an infrastructure that is
supportive of delivering its productized services (Edvardsson & Olsson,
1996; Jaakkola, 2011; Harkonen, Tolonen, & Haapasalo, 2017). Fig. 1
illustrates this ‘big picture’ framework, which is used to structure our
discussion in the following sections on how productization of services
can be achieved.

5.1. Specification

Specification details what is to be done for the customer (i.e., the
core service) and how this is to be achieved (i.e., through supplementary
services and service delivery processes; Jaakkola, 2011; Wirtz & Love-
lock, 2016). Specification is facilitated by formalizing the value propo-
sition, modularizing services and bundling service units, and reducing
the variability of the service through standardization (Jaakkola, 2011;
Valtakoski & Jarvi, 2016; Harkonen, Tolonen, & Haapasalo, 2017).

Specifying formalized value propositions helps to differentiate
across—and meet specific needs of—specific customer segments
(Rahikka, Ulkuniemi, & Pekkarinen, 2011). Modularization has origi-
nally been applied to physical products (Ma & Kremer, 2016; Pil &
Cohen, 2006). A well-known example is Ikea with its standardized table
legs that can be combined with multiple standardized table plates.
Transferred to services, modularization means to decompose a complex
service into single, standardized pieces that can be flexibly recombined,
thus enabling customization at low cost (Rahikka, Ulkuniemi, & Pek-
karinen, 2011). When a service entity is modularized into smaller,
compatible elements, the customer can see what the entity comprises,
and it becomes possible for the provider and the customer to jointly put
together a bundle that fits the customer’s needs. When productizing a
service, firms can then develop separate, standardized modules and
combine them to a limited number of pre-specified service products (for
a review on the decomposition and subsequent modularization of ser-
vices, see Eissens-van der Laan, et al., 2016).

Standardization is a core concept for specifying service products and
aims “to formalize both service content and service process” (Lehtonen,
Jarvi, & Tuominen, 2015, p. 4). However, services differ greatly in terms
of how much variation their service processes entail. While some ser-
vices follow a relatively standard process (e.g., public transport), others
may vary considerably according to the resources and individual judg-
ment by employees and customers (e.g., consultancy services). Service
productization involves standardizing towards a more unified approach
both in terms of customer-facing and internal, back-stage service oper-
ations (Jaakkola, 2011). Although some processes typically require
variation, more specifically defined and planned processes can make
routine processes easier and faster, and facilitate resource allocation and
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Table 3

Characteristics of well-defined service products.

Service product

Low degree of

High degree of

characteristics productization (not well- productization (well-
defined service product) defined service product)
Specified e Not targeted to address o Highly specified solutions
specific customer needs and that were developed to
wants. address specific customer
e Contents, duration, and needs and wants.
deliverables are not clear e Service specifications,
before the service has been delivery and level of
produced. customization are pre-
e Service specifications and determined.
delivery depend on e Service process is
customer and employee designed and specific
communications and phases are executed in the
interactions before same manner.
purchase and during service o Service is delivered by
delivery. employees with the
e Service is delivered required skills to produce
depending on employee the service as specified.
skills and preferences, and e Customers understand
customer requests. well what they will
e Each service transaction receive when they search
may be executed and purchase the service.
differently.
e Customers do not Examples:
understand well what they e A McDonald’s children
will receive when they birthday party consists of
search and purchase the a clearly defined bundle
service. that customers can
customize based on
Examples: specified opt-in, opt-out
e The features of a birthday modules.
celebration in a family e Annual health check-up
restaurant is determined by that states exactly what is
customer requests and covered, how long it
employee willingness, takes, the process, and the
ability, and creativity. test results, reports and
e A complicated treatment a consultation the customer
hospital evolves with the will receive.
medical experts’ e Cinema Paradiso specified
recommendations and exactly what a beach
patient discussion. movie screening
e Meeting an architect experience entails (see
without knowing the extent LUX* case study).
or process of getting ahouse e An architect’s service
designed. package for house design
that explicates the steps of
the process needed,
estimated time line, and
different service levels or
modules.
Branded e Does not have a brand, e Has a distinctive and

name or logo.

Intangible elements have
not been tangibilized or
visualized.

Does not have a distinct or
differentiated value
proposition.

Examples:

o Birthday celebration in a
family restaurant.

e Many hospital services such
as complicated treatments.

e Generic beach movie
screening services offered in
many resorts.

recognizable name,
symbol, or design, and is
identifiable by these
linguistic, visual, and
tangible cues.

Intangible elements are
tangibilized through
physical and mental cues.
Has a distinct and
differentiated value
proposition that is easy to
understand and
recognize.

Examples

e McDonald’s children
birthday parties are
branded as
McCelebrations with a
logo.

Many hospitals have
annual health check-ups
with different screening
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Service product
characteristics

Low degree of
productization (not well-
defined service product)

High degree of
productization (well-
defined service product)

Priced

Itemized prices may be
available but the total cost
of addressing specific
customer needs are not
stated clearly.

Prices can often not be
computed before purchase
(e.g., car repair or hospital
stay).

Prices can often be
negotiated (e.g., a
consulting project).

Examples:

e In hospitals, the final price
to be paid is often not stated
prior to treatment.

Car or computer repair
where the price is often not
set prior to the repair.

An architect’s design
project invoiced by billable
hours on a ‘best effort basis’
and not pre-defined
deliverables.

packages that have a
name, logo, and visual
material to concretize
their content.

LUX*’s Cinema Paradiso
has a brand name and
fixed material elements
that convey a
differentiated value
proposition.

Prices are clearly stated
for specific service
products that address a
particular customer need
and want.

Prices are stated,
committed, and agreed
before purchase.
Revenue management
and its rate fences can be
used in capacity-
constraint services to
tailor products to specific
customer segments with
different price sensitiv-
ities, and need and want
bundles.

Tiering can be used where
different performance
levels are priced
differently.

Examples:

e McDonald’s children
birthday party and
productized annual
health check-ups have
clearly stated prices for
recommended bundles.
Prices for adding or drop-
ping parts of the package
are also clearly stated.

e An equipment repair
service with a ‘saver plan’
for a 2-day response time,
a ‘standard plan for 24-
hour, and ‘premium plan’
for a 1-hour response
time.

e An architect’s design
package that has a total
price or a set of prices for
different service levels
and modules that the
customer can choose.

planning (Harkonen, Tolonen, & Haapasalo, 2017).

Standardizing is typically conducted by identifying and developing
repeatable elements in the service processes that are used in many
customer projects (Lehtonen, Jarvi, & Tuominen, 2015). The service
literature offers several means of service process development, with
flowcharting and service blueprinting (Bitner, Ostrom, & Morgan, 2008;
Flie & Kleinaltenkamp, 2004) being probably the most widely-used
tools. Service blueprinting visualizes end-to-end service processes,
depicting a chronological sequence of the customer—firm interactions on
the horizontal axis and different zones of actions on the vertical axis
(Bitner, Ostrom, & Morgan, 2008). As such, it allows for the standard-
ization of front office processes along the customer journey and links
them to corresponding, standardized back-office processes (Salunke,
Weerawardena, & McColl-Kennedy, 2013). From the viewpoint of pro-
ductization, the goal is not only to develop efficient processes but to also
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Productization Approaches and Tools

* Specify and formalize the value proposition
* Combine service elements through modularization & bundling

Specify * Reduce variability through standardization
« Use flowcharting or blueprinting to visualize and standardize processes
S ice Product * Develop names, terms, symbols, and designs to create mental
€ervice Froduc Brand pictures to tangibilize the service product & its value proposition,

Consisting of a Core Service,

both physically and mentally
* Build a brand architecture for the firm, its products, and experiences

Supplementary Services,
and the Service Delivery Process

Organizational Resources and Infrastructure
that Support the Delivery of the Service Product

« Develop prices for service products that are stated upfront,
clearly communicated and committed. (note that for not
separately traded services the price is zero)

« Use rate fences and tiering of service to specify the offer

Price

Develop and codify supportive methods, tools,
and materials

Fig. 1. Key productization approaches and tools.

move from ad hoc customer service to scalable formats for providing the
service.

It should be noted that standardization does not mean that the ser-
vice outcome is always the same. Instead, standardization means spec-
ifying an outline of the contents of each element of the service product as
well as describing the expected outcomes (Jaakkola, 2011). In other
words, complete standardization of service is not the goal here, but
rather the development of basic processes and structures that can be
complemented with customer-specific elements (Lehtonen, Jarvi, &
Tuominen, 2015), whereby different levels of empowerment can be
given to employees to tweak and customize the service (Tuominen &
Martinsuo, 2019).

5.2. Branding

Branding is a core component of marketing and well covered (e.g.,
Kotler & Armstrong, 2021). A major challenge with branding services
evolves from their intangibility, which is widely accepted in the litera-
ture (Shostack, 1977; Zeithaml, Parasuraman, & Berry, 1985). Accord-
ingly, branding as a key productization activity relates to making the
service product more tangible and concrete (Bebko, 2000; Reddy, Bus-
kirk, & Kaicker, 1993). Tangibilizing services can lower the customers’
psychological distance to the experience due to lower levels of
abstraction for expectation and consumption enjoyment (Wakslak,
Trope, & Liberman, 2007). In other words, key to customers’ value
perception are the tangible elements of an offering (Santos, 2002).
Branding in this context means to enhance this tangibility by giving a
service product a name, term, symbol, and/or design to make it exter-
nally identifiable and distinctively perceived by customers.

As such, tangibilization of a service product and its value proposition
in a narrow sense refers to physical tangibility (the service product be-
comes touchable and visible), which in the end, helps to make the ser-
vice product mentally tangibility (it can be more easily understood and
recognized). Such physical tangibilization can be achieved by devel-
oping brand names, logos, physical materials, visualizations of key
stages of the service processes, fact sheets, manuals, floor plans, orien-
tation videos, and photographic material (Hyotylainen & Moller, 2007;
Jaakkola, 2011; Lehtonen, Jarvi, & Tuominen, 2015). Other examples
are linguistic (e.g., a telling brand name such as LUX*’s Cinema Para-
diso) and visual cues for a service (e.g., product replicas in the shop
window of a Sushi bar).

Yet, in a wider sense, branding is predominantly about making the
service mentally more tangible, and creating physical tangibility helps to

serve this purpose. In other words, a service product depicted with
names and logos as well as the visualization of key processes and de-
liverables makes the service more concrete in the customers’ minds, and
helps them to conceive what the service is about, affecting perceived risk
and consumption decisions.

Finally, branding a service product requires a multi-level perspec-
tive. Berry (2000) observed that for “services, the company is the pri-
mary brand” (p. 128). Productizing services requires firms to depart
from this practice and develop brands at various levels (e.g., branding
the firm, individual service products, solutions, bundles, and even spe-
cific experiences and customer service). As all these brands have to build
on and support each other, firms need to develop a brand architecture.
Our LUX* case study illustrates such an architecture, which is comprised
of the overall company brand (i.e., LUX*) with its positioning and value
position (i.e., “help people celebrate life”), brands for individual resorts
(e.g., its LUX* Belle Mare resort in Mauritius), product brands targeted
at specific customer needs (e.g., its wedding product called “Wedding
Delight Package”), and its many branded experiences (e.g., Cinema
Paradiso).

5.3. Pricing

The price of productized services should be stated upfront, clearly
communicated, and committed. The art and science of pricing is dis-
cussed in great depth elsewhere (e.g., Monroe, 2002). Service-specific
issues that relate closely to productization are revenue management (i.
e., dynamic pricing of capacity-constrained services) and tiering of
service that develop service products for target segments with different
price sensitivities and needs. Rate fences specify clearly what a partic-
ular offer entails (e.g., physical rate fences such as different seat cate-
gories in a theater, or non-physical rate fences such as ‘happy hour’
offers or ‘saver tickets’ of airlines that come with restrictions in ex-
change for a lower price; Kimes & Wirtz, 2015). Tiering of service is used
to specify the performance levels attached to a service product (e.g., on-
site versus telephone IT support service).

5.4. Supporting organizational resources and infrastructure

As illustrated in Fig. 1, the core service product and its value prop-
osition, as well as the processes needed for delivering it, rely on a set of
organizational resources (c.f. Edvardsson & Olsson, 1996). Productiza-
tion of services typically requires developing new supportive resources
that enable delivering the clearly specified content of the service
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through unified and systematized processes. Such supportive resources
can entail methods, operational models, tools, and materials, such as
document templates, process charts, databases, and analysis methods
(Harkonen, Tolonen, & Haapasalo, 2017; Jaakkola, 2011). Tuominen
and Martinsuo (2019) call these supportive materials ‘codified process
templates’ comprised of written rules, service models, process blue-
prints, and tools. Such templates function as the backbone of systematic,
unified processes and offerings.

The nature of the supportive materials depends on the service. For
some services, materials facilitating the adoption of unified service
provision — for example service scripts and service manuals — are key for
ensuring a consistent customer experience across service encounters. For
more idiosyncratic services, such as professional services, productiza-
tion activities often focus on codifying tacit knowledge across the
company, thus making it available in an explicit form (Valtakoski &
Jarvi, 2016). More systematic and unified work processes is a means of
capturing and accumulating the information and experience that is
gained through individual customer projects (Jaakkola, 2011). For
example, in a professional service firm, such as law firms, service pro-
ductization promotes the reuse of knowledge from previous projects,
which facilitates the development of collective understanding of the
services and improves the efficiency of projects (Valtakoski & Jarvi,
2016). Standardization of service contents and processes also facilitates
further knowledge codification and accumulation since it supports the
sharing of knowledge, learning, and developing an aggregate under-
standing on the effectiveness of particular approaches (Lehtonen, Jarvi,
& Tuominen, 2015; Jaakkola, 2011).

6. Implications, conclusions and further research

Developing well-defined service products translates abstract, generic
and often fuzzy services into concrete offerings. Having such produc-
tized services has important implications for key stakeholders, which we
discuss next together with our conclusions.

6.1. Implications for service organizations

We consider the benefits for marketing, sales and distribution as a
key implication of service productization. We proffer that productiza-
tion helps to ensure that service products not only are well-developed
with well-articulated, documented and visualized features and de-
scriptions, a brand, a logo, and a defined pricing structure, but that they
offer a clear value proposition with a defined way of buying. All these
elements can be used in an effective manner in a firm’s external com-
munications, including its marketing collateral, website, social media,
and personal selling. As a consequence, customers can better understand
what the service entails and what its unique features are, which makes
selecting and buying of services easier and lowers the customers’ risk
perceptions.

Yet, service productization does not only improve external market-
ing with customers, but service branding, as a major component of
service productization, also serves internal marketing purposes. Specif-
ically, service branding enables and supports the service organization
and its employees in making adequate promises about the service
(Brodie, 2009). For salespeople in particular, service productization can
serve as an antidote to the increasingly complex work environment and
job demands. A meta-analytical study of variables that predict sales
performance found that sales-related knowledge plays a key role for
success (Verbeke, Dietz, & Verwaal, 2010). Sales people need clear
structures and processes in order to be able to manage complexity that
comes from customer interactions (Schmitz & Ganesan, 2014) and to
counteract role stressors that negatively affect their performance. Sales
processes are made more efficient if pre-defined processes and methods
are adopted (Jaakkola, 2011). Put simply, service productization helps
salespeople to better understand what they sell, thus increasing their
performance. Similarly, frontline employees can better understand
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productized services, explain them more effectively (e.g., almost every
Starbucks employee can describe key products with confidence), and
deliver them consistently and system-wide at high quality.

Finally, highly productized services can be more easily scaled up.
Scaling is a key success factor for services (Di Pietro et al., 2018), both
within the firm (e.g., when seeking to expand business activities and
leverage on economies of scale through replicating the service product
at a larger scale), and across distribution systems such as global elec-
tronic distribution networks, websites, apps, booking aggregators, re-
view websites in the hotel industry, and franchise systems (e.g., in fast
food). These systems need to draw on concrete service products to
leverage sales, which can be achieved by productization.

6.2. Implications for customers

Previous research has found that customers frequently lack a “clear
understanding of what they need and what the company could offer
them” (Jaakkola, 2011, p. 224). Productizing services has profound
positive effects on the customer experience at every stage of the
customer journey (Harkonen, Haapasalo, & Hanninen, 2015). In the
following, we describe these benefits, using the three key stages of the
service process — the pre-purchase, service encounter, and post-
encounter stage.

Pre-purchase stage. For services, the pre-purchase stage introduces
challenges not found when purchasing physical products (Fisk, 1981).
Consumer expertise and knowledge are particularly important because
there is a heightened perceived risk in purchasing services as opposed to
physical products (Laroche et al., 2004). Perceptions of risk increase
with an increasing variability of a service offering as consumers do not
know what to expect.

Here, a major benefit of service productization is that it can reduce
customers’ risk perceptions (Ding & Keh, 2016; Laroche et al., 2004;
Murray & Schlacter, 1990). This is because highly productized services
are largely standardized. Standardization allows a service to be defined
and described to customers (Harkonen, Tolonen, & Haapasalo, 2017),
thereby providing them with a clear picture of what exactly they can
expect to receive for their money, time, and effort. At the same time,
standardization minimizes variability whereby one and the same service
can be offered many times with few variations (Djellal, Gallouj, & Miles,
2013). Hence, customers are assured to receive consistent quality.

Another benefit of service productization at the pre-purchase stage is
that customers can better gauge the value of the service product. Specif-
ically, customers can better understand what the service comprises (e.g.,
what are its key elements), how it is created (e.g., what are the main
steps of the process and experience, and what will happen when), and
what value they will receive (e.g. what is delivered, what is the expe-
rience and outcome, why it works, and what is so special about it).
Comprehensibility of a product and its pricing structure has even been
shown to increase consumers’ willingness to pay (Jaakkola, 2011).
Accordingly, service productization has the potential to pay off through
increased margins.

Service encounter stage. The service encounter stage is character-
ized by the provision of a service to customers via one, or a series of,
interactions with the firm. During this stage, both parties co-create the
service and interact to accomplish mutual objectives. These interactions
are governed by service scripts and roles, which together dictate
appropriate service sequences, dialogue, and behaviors on the part of
both customers and employees (Miao, Mattila, & Mount, 2011). Service
productization systematizes this co-creation process and creates repli-
cable routines (Harkonen, Tolonen, & Haapasalo, 2017) that enhance
the understanding of service scripts and roles, and thus improves the co-
creation process as a functional benefit. Smoothing the co-creation pro-
cess may also have the positive side effect that routines are comfortable to
both customers and employees, which may represent a social value as
smooth interactions can improve relationships.

Another benefit of service productization and its higher level of
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standardization is that it allows for the same service process to be
repeated many times with little variation (Djellal, Gallouj, & Miles,
2013) and thereby reduces the risk of service failure and related negative
emotions such as frustration, anger, and helplessness (Gelbrich, 2010).
Standardization mitigates this risk by ensuring that the service delivery
process can consistently meet customer expectations.

Finally, productization reduces complexity (Djellal, Gallouj, & Miles,
2013). This increases customers’ cognitive capacity, which in turn in-
creases enjoyment of the service experience (Kumar et al., 2019) and, as
discussed next, subsequent satisfaction (Mikolon, Kolberg, Haumann, &
Wieseke, 2015).

Post-encounter stage. As shown in the previous sections, service
productization should lead to a smoother, less complex, less failure-
prone and more enjoyable service encounter, and therefore increase
customer satisfaction. Furthermore, there is convincing evidence that
enhanced tangibility, as is achieved by productization, increases cus-
tomers’ perception of service quality (Parasuraman, Zeithaml, & Berry,
1988) which, again, increases customer satisfaction (Bitner, 1992).
Furthermore, branding also makes a service product more tangible, and
along with upfront pricing, helps set realistic and accurate expectations
of what exactly the customer will receive. Following the
expectancy-disconfirmation model, customer’s confirmed expectations
regarding the service are key to their satisfaction (Oliver, 1980). Com-
bined, these outcomes have the potential to increase repatronage and
referral behaviors.

6.3. Potential drawbacks of service productization

We acknowledge that service productization may not be suitable for
all players in an industry. Potential downsides of well-developed service
products may include a loss of creativity. For example, McKinsey posi-
tions itself on crafting cutting-edge, creative, and individualized solu-
tions for their clients that may lead to breakthrough innovative
strategies. That is, McKinsey differentiates itself sharply from firms such
as Accenture that sell more well-developed solutions and McKinsey
might argue that these ‘cookie-cutter-type products’ are unlikely to be a
game-changer for their clients. It has even been suggested in the context
of professional services that too much specification can become ‘coer-
cive, lowering employees’ motivation and value-creation capabilities’
(Tuominen & Martinsuo, 2019, p. 51).

Productization may also reduce perceptions of authenticity, which
can be important in contexts such as art and cultural experiences, and
may introduce perceptions of “commodification” (Fritze et al., 2020). In
a similar vein, productization may reduce feelings of individualization,
surprise, and spontaneity. These could be important in settings where
customers do not want to have well-defined service products such as in
adventure tours and elite cultural experiences, when customers prefer to
have authentic or bespoke experiences that are highly personalized and
tailored exactly to their individual needs and wants (c.f., Wirtz,
Holmgqvist, & Fritze, 2020).

6.4. Further research

Our article synthesized the current productization literature, and
enriched the extant definitions of productization and highly productized
services by augmenting it with the concepts of branding and pricing. As
this article is conceptual, there is a plethora of further research oppor-
tunities. First, we proposed that productized services are positioned on a
continuum ranging from a low to a high degree of productization. It
would be of interest to understand how the three dimensions of speci-
fication, branding, and pricing translate into various degrees of pro-
ductization, and how they should be applied. For example, what is
needed to make a product highly productized in the eyes of consumers so
that they mentally can processes it akin to a tangible good? Are there
circumstances where focusing only on some dimensions is beneficial?

Second, the literature on cost-effective service excellence uses a
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number of operations management approaches that help to ‘industri-
alize’ services to reduce costs while increasing service quality (Wirtz &
Zeithaml, 2018). The approaches and tools in this literature have not
been examined in the context of service productization but seem
promising. For example, potentially suitable approaches and tools
include buffering the front-office from the back-office and industrial-
izing the back-office, shifting activities from the expensive front-office to
the industrialized back-office, using plant-within-plant approaches,
reducing convergence and complexity of processes, and deploying sys-
tems, self-service technologies, service robots and intelligent automa-
tion (c.f., Bornet, Barkin, & Wirtz, 2021; Wirtz et al., 2018) to
industrialize the front-office. Future research should integrate opera-
tions management, intelligent automation, and service productization
approaches.

Third, the current service innovation literature has embraced the
specification dimension of service productization, less so branding and
pricing. We believe that explicitly exploring how the latter two can be
integrated better in the productization literature are needed. For
example, the concepts of brand architectures and rate fences can both
help to define service products.

Fourth, we hope that our thinking on well-defined service products
will resonate with literature on new service development, service
design, and design thinking. Recent papers emphasize the need to con-
nect new service development more clearly to value cocreation (Yu &
Sangiorgi, 2018; Helkkula, Kowalkowski, & Tronvoll, 2018). It would be
interesting to explore how service productization and well-defined ser-
vice products can support this endeavor. Specifically, empirical studies
are needed on if, how, and why service productization translates into
more intense value cocreation.

Finally, recent research offers diverse findings regarding the
perceived value of digital products and services compared to physical
products (e.g., Atasoy & Morewedge, 2018; Fritze et al., 2020). The
general notion is that physical products are more concrete and thus more
valued than non-physical products. However, this might change if non-
physical products are made more concrete by employing service pro-
ductization. We thus wonder how well-defined service products can
deliver at levels of concreteness and mental tangibility mimicking those
of physical products, and thus might mitigate consumers’ preferences
for physical over non-physical products. Combined with the well-
document effect that consumers derive greater happiness from pur-
chasing experiences compared to material possessions (Weingarten &
Goodman, 2021) such research could help nudge customers towards
sharing economy platforms and other services that replace the more
resource-intensive ownership of physical goods.

In closing, we are convinced that the topics of crafting well-defined
service products and service productization are important and deserve
more attention. We hope that our article will inspire further studies in
this field.
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