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FOREIGN EXPERIENCE OF USING SERVITIZATION
AS A MARKETING STRATEGY

Abstract. The article considers the main issues of the world practice of servitization as the basis of
marketing strategy of the enterprise. Marketing strategies of the enterprise are unique, there are no
universal solutions suitable for all cases, the formation of marketing strategies is a creative process, for
which there are no set options for action. The essence of marketing strategy is to determine the courses of
action for the future development and achievement of corporate goals of the enterprise strategy with the
help of marketing tools.

Due to the fact that any enterprise operates in a socio-economic environment, the conditions of which
are constantly changing, risks are increasing, the external environment is becoming more complex, it is
necessary to anticipate changes and respond to them in a timely manner; the company must have a high level
of adaptability of internal resources to the changing external environment. The solution of these problems is
possible with the competent use of concepts, methods and tools of marketing strategy development.
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B Introduction

The choice of marketing strategy for the activities of industrial enterprises engaged in the
production of innovative products is a complex task that requires careful science-based
management decisions. Realization of competent marketing strategy, formation of adequate,
modern product policy is an important condition for increasing the level of competitiveness of
products.

Along with the increasing market pressure, Kazakhstani manufacturers need to form specific
marketing strategies to promote innovative products more and more carefully and meticulously.
Now, the market is experiencing an increase in demand for industrial goods, which is confirmed
by the constant growth in the output of industrial products. At the same time, it is important
to note the tendency to develop new innovative products, to produce modern machinery and
equipment, which can compete with foreign analogues.

Literature review. Characterising the degree of studying the process of marketing strategy
formation in the studies of foreign and domestic authors, it should be noted the predominance
of works that are devoted to the study of theoretical and methodological problems of marketing
strategies. Also such research approaches as analysis of logicality of generation of effective
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market solutions, development of competitive market position of the firm, peculiarities of actual
theories and practical ways of implementation of servitisation contribute to concentration of
attention to the process of formation of marketing strategies.

Theoretical issues of concepts, essence, definition of marketing strategies are covered in the
publications of the following foreign authors: I. Ansoff, L.Vargo, F. Kotler, V. Koreinen, M. Porter, S.
Raddats, L. Scheer and others. The works of these authors cannot be used to solve the problem
of forming a marketing strategy for promoting an innovative product on the industrial market,
because these issues are not evenly researched.

Amongthe existing Kazakhstani studies there aretwo directions for studying marketing strategy:
The first approach is oriented on the use of matrix method of analysis. For the development of
portfolio-analysis models, matrix models are used in the development of marketing strategies.

B Methods

The research methodology of this paper includes a combination of quantitative and qualitative
approaches.

Discussion. For successful functioning of an industrial enterprise in the market in modern
conditions it is necessary to observe such principles as: reorientation from production needs to
the needs of consumers, formation of competitive advantages of manufactured products and
growth of its competitiveness, high adaptability of the enterprise to changing market conditions.
Marketing strategy adopted at the enterprise is a generalised plan containing the objectives of the
enterprise regarding marketing and ways of their achievement.

F. Kotler [1] defined marketing strategy as a scheme of marketing activities by means of which
an enterprise has the opportunity to solve its marketing tasks.

In marketing theory there are many types of marketing strategies, which are classified into a
priori approach and a posteriori approach.

A priori approach. Marketing strategies are formed on the basis of theoretical models tested in
practice. In the a priori approach marketing strategies are divided according to the specialisation
of the enterprise and its place in the market.

A posteriori approach. Marketing strategies are subdivided on the basis of practical data. As
practice shows, this approach is most often used in the processes of building theoretical models
of hybrid types of marketing strategies.

The professional literature distinguishes three main classes of marketing strategies:

1. basic strategies (according to M. Porter) [2]: strategies of leadership by reducing costs;

strategies of differentiation; strategies of intensification.

2. growth strategies (according to I. Ansoff) [3]: strategy of forced growth; strategy of complex

growth; strategy of growth by expanding the sphere of activity.

3. competitive strategies (according to F. Kotler) [1, p.35]: leader’s strategies; leader’s attack

strategies; leader’s follower’s strategies; specialist’s strategies.

Marketing strategies of the enterprise are unique, there are no universal solutions suitable for
all cases, the formation of marketing strategies is a creative process, for which there are no set
options for action. The essence of marketing strategy is to determine the directions of action for
future development and achievement of corporate goals of the enterprise strategy with the help
of marketing tools.

Marketing is primarily designed to realise strategic goals, each tactical decision should lead
to the achievement of strategic goals and plans. For timely response to changing market trends
and changes in consumer behaviour, not only strategic planning, but also marketing research and
analysis is necessary.

|. Korneeva and N. Safronova in their works on marketing conducted classification of marketing
strategies as follows (Table 1):
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Table 1. Classification of types of marketing strategies

retention strategy cost leadership market penetration competitive strategy

strategy strategy
the company's growth strategy differentiation strategy | market development market promotion
for both short-term and long-term strategy strategy

periods
reduction strategy

market expansion
strategy

niche strategy cTpaTerus pasBuTus
TOBapa

diversification strategy

combination of the above strategies
Note — Compiled on the basis of source [6]

Based on the works of G.A. Vasiliev and T.A. Gaydaenko. [7], it can be argued that strategy is
a set of objectives and methods of their achievement. The main goal of marketing strategy is
successful competitive struggle. Marketing strategy is designed to ensure the internal unity of
the company'’s policy.

Any industrial enterprise is aimed at the implementation of the set economic goals, taking
into account labour, financial, material, information resources, the correct use of the potential of
which will lead to an increase in the profit indicators of the enterprise.

The marketing strategy of an industrial enterprise is realised in 4 stages:

1. situational analysis.

2. strategy development.

3. formation of the marketing programme.

4. strategy implementation and management.

To form the marketing strategy of the enterprise, the marketing service should study the market,
entry barriers, sales channels in detail.

The function of enterprise management through strategic marketing planning has become
more significant for the enterprise due to the strong influence of economic, social, technological
changes on managerial decision-making.

Marketing strategy is a set of marketing objectives and ways to achieve them, which are
developed on a long-term basis. However, such long-term strategies require significant financial
costs, managerial and time resources.

There are four main levels of marketing strategy (Table 2): corporate, business, functional,
instrumental.

Table 2. Levels of marketing strategy

1 | Corporate marketing | Develops the company's mission, business goals and values. Determines directions
strategy for the company's development and prioritises the overall marketing plan.

2 | Business Strategy Identifies the main characteristics of the company's interaction with the market,
allocates resources and focuses on the growth of profit indicators. There are 3
areas of these strategies: growth strategies, portfolio strategies, and competitive
strategies.

3 | Functional strategy
for marketing
activities

There are two types of strategies:
1. market segmentation strategies;
2. positioning strategies;

4 | Instrumental strategy
of marketing activities

Developed within the elements of the marketing mix (7Ps): Product, Price,
Promotion, Place, People, Process, Ambience, Environment in which the service is
provided

Note — Compiled on the basis of the source [7, p.135]
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Before starting to work on the formation of marketing strategy the enterprise should undergo
the procedure of marketing audit, which will identify bottlenecks, identify problems in capturing
market share, help to assess the effectiveness of measures.

Formation of marketing strategy is based on marketing information and a group of factors:

1. Directions for the development of macro level marketing environment and demand.

2. Competitive analysis: competitive trends in the market, competitors.

3. Internal resources of the firm, management potential.

4. The main vector of enterprise development, strategic goals and objectives.

The process of formation of marketing strategy is greatly influenced by the internal reserves of
the enterprise and the external environment.

SWOT analysis is used to identify threats and opportunities for development. The interpretation
of this model is as follows: strengths (good resource of the organisation) should be preserved
and strengthened, while weaknesses should be eliminated. The strengths should be applied as
a basis for forming a unique competitive advantage. At the same time, even one key position in
the S position can ensure a competitive victory, while the rest of the positions can be neutral, N.

The results of marketing analysis contribute to the determination of the most appropriate
marketing strategy, which would take into account the needs of the enterprise, changing market
conditions, market conditions.

In addition, marketing strategy is designed to determine the rate at which goals are achieved:

+ stability of the company’s growth;

« growth of profit indicators;

« growth of capitalisation and globalisation of the company and strengthening of its market

presence.

The main indicators that characterise the success of the company are sales volume and the
relationship between profit and sales volume. This relationship determines such changes in
marketing strategy as:

+ Stable presence of the company in the market,

+ Reduction of the company’s position in the market,

+ Dynamic improvement of marketing indicators.

Obviously, obtaining a balance of sales and profit becomes the main goal of the company,
for the achievement of which it is necessary to develop marketing sub-objectives and develop a
marketing strategy regarding the growth or reduction of market share; the number of consumers,
their portrait and personalisation in relation to them; the need to operate in a certain market
segment; the popularity and recognition of the brand and consumer loyalty to it.

Non-market factors, such as macroeconomic, political, social and technological developments,
have an impact on the achievement of objectives. This reinforces the need to constantly analyse
them and take into account the degree of their influence on the activities of the enterprise.

Traditional services, such as trade, financial, transport and a number of others, are historically
closely related to industry. In the modern period, the service acquires new qualities and covers
more and more sectors of industry.

Servitisation is perceived as a phenomenon emerging in mature industries where there is a
high level of competition [12]. At the same time, services are seen as a key competitive variable
for manufacturers operating in mature markets, as a differentiating factor as well as a potential
additional source of revenue and profit.

The emergence of investment in services by manufacturing companies has been attributed to
the changes that their products undergo in the market. Speaking about empirical analysis of the
servitisation phenomenon, despite its considerable popularity among scholars and professional
organisations, the study of the application of servitisation in practice is underdeveloped.

Key data on the spread of servitisation in Europe was presented in the IMF report “European
Manufacturing Review” [13]. The vast majority of manufacturing companies are involved in
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service provision. Approximately 85% reported that they offered at least one of the services in a
pre-defined list. On average, the proportion of service sales is 13%, of which 10.6% were directly
billed to customers and the difference is included in invoices, meaning that services account for
a significant portion of revenue in the manufacturing sector.

On the basis of cross-sector comparison, the author has identified extended service offerings
for specific sectors. They cover a wide range of activities that are relatively standardised and
traditional for the sector. According to scholar Groenwegen the proportion of services that are
not separately billed to customers indicates that services are not considered as an element of the
value proposition [14].

Companies adhering to bundled pricing usually consider services as add-ons to products, the
main purpose of which is only to support the sale of products, rather than an independent profitable
business product, while in companies that provide services separately, service is always included
in the core business, and servitisation becomes a key factor in strategic development.

It should be noted that manufacturing companies mainly focus on traditional services, i.e.
services closely related to products and implemented to support their use [15]. Services such
as goods management in enterprises, involving closer partnership with customers, as well as
leasing, rental and financing services, are usually exceptions within the offerings.

According to global statistics in industrial enterprises, the share of services in the total
procurement of goods and services ranges from 30 to 50 per cent (e.g. Canada, South Africa,
Brazil). Over the last 5 years, industrial enterprises have seen an expansion of the position of
services in the total cost of procurement, especially noticeable in industrial enterprises in Australia
and Norway. It is important that high-tech knowledge-intensive services are becoming a major
item of expenditure on services (Table 3).

Table 3. Share of costs of industrial enterprises by country for basic services, in per cent

Year 2018 | 2022 | 2018 | 2022 | 2018 | 2022 | 2018 2022 | 2018 | 2022
Australia 15,2 16,4 28,3 30,2 8,9 9,6 15,6 17,01 6,1 7.8
Canada 20,1 21,2 7.8 8,3 20,7 22,0 21,1 22,7 6,0 6,7
Netherlands 15,1 15,7 17,2 18,2 22,4 24,2 26,8 29,0 10,5 11,9
Norway 433 445 10,1 11,4 26,7 27,1 27,6 26,7 4.1 47
USA 43,2 44,4 97 11,1 21,0 22,8 21,3 22,8 57 7.2
SOUTH AFRICA | 10,6 10,9 54,2 54,7 4,5 5,0 1,1 1 0,6 07
Brazil 10,4 11,7 6,3 6,8 34,1 36,3 27,9 29,6 6,2 7.6
Note — compiled on the basis of source [16]

The dynamics of purchasing services is strongly dependent on price trends, sharp changes in
market conditions, and lack of uniformity in the spread of innovations. The U.S. is witnessing an
increase in the purchase of advanced services as the country is actively promoting new products
such as shale oil and gas in the global market. The majority of services provided by the global
industry between 2018 and 2022 are integration services, followed by customer training, start-up
and after-sales support, maintenance and repair (Figure 4).
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Figure 4. Distribution of services in industry in 2018-2022.
Note — Compiled based on source [12]

Analysing the data for 2018-2022 in the industrial international sector, shows that the most
involved sectors are machinery, information technology, electrical machinery, medical equipment,
and motor vehicles (Figure 5).

Mechanical engineering NI IEEEEEN7Z2EENTe/smm 16,8 |
Information Technology SISO Oy 19,1 | A
Electric cars  IENIZ)SINNNNIZ) 3NN N 7)5. 17,5 o183
Medical equipment TSI N7 e 17,1 o118
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Figure 5. Involvement in servitisation strategy in industry, 2018-2022.
Note — Compiled based on source [12]

However, due to the changing pandemic and post-pandemic environment of the company, the
distribution of engagement changes within the mentioned sectors. Thus, there is an increase in
involvement in the medical equipment, electrical machinery and information technology sectors.

With the exception of automobiles, the other sectors have a higher share of revenues derived
from services than the average for the whole sample, which is around 13 per cent. Sectors that
do not produce durable goods but are involved in servitisation include wood products (12.2%),
pulp and paper (11.6%), rubber and plastic products (12.75), basic metals (12.2%) and fabricated
metal products (13.2%). Conversely, the sectors less involved in servitisation are food and tobacco
(4.8%) and chemicals (8.2%). Obviously, in these sectors services are less relevant.

As for software development, this is an industrial service provided to clients by offering
additional computer programmes. However, only 50% of companies operate in sectors where this
type of service is particularly relevant. Manufacturers of machinery, precision instruments, office
equipment and communication equipment offer software development services. Customers
must rely on their own resources or on service providers to obtain the software, they need [17].

Also with reference to less traditional offerings such as operational services, leasing and
financing, the most representative industries are those related to mechanical engineering or
transport equipment. In this case, the share of services provided is higher than the average for
the whole sample, despite a rather low percentage ranging from 20% to 25% [18]. As an example
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we can consider the transition from combustion powertrains to electric drives in the automotive
industry, e-mobility with electric vehicles requires a different infrastructure: provision of electricity
and large investments. This radical technological change has given a strong impetus to advanced
service offerings in the automotive industry to promote the market for electrically powered
passenger cars.

Servitisation of Taiwan’s industry is not just about providing services, but interacting with
customers using modern cloud storage and internet technologies. The services provided by
industrial enterprises are innovative, personalized and intelligent. Taiwan exports machine tools
to major countries with developed industrial markets: USA, China, India, Turkey, Germany, and
Japan. Taiwan’s industrial companies have rich experience in providing services with customers
on a global scale. Taiwanese companies do not just sell machine tools, but also accompany their
product with training, repair and maintenance services.

B Conclusions

Thus, the authors have analyzed thereasons for different approachesto servitisationinindustrial
sectors. The key factor for changing manufacturers’ business models towards servitisation is
radical innovation. Radical innovation entails technological uncertainty, technical and business
inexperience. In manufacturing sectors affected by relevant changes in product technology, it
may be necessary to change business models towards enhanced servitisation to promote the
benefits of the new technology in the market.
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Aunomayua. B cmamve paccmompeHnvl OCHO8HbIE B0NPOCHI MUPOBOU NPAKMUKU CEPEUMUIAYUU
KAK OCHOBbl MAapKemun2080lU cmpameeuu npeonpusmus. Mapremunzogvle cmpameuu Npeonpusmus
VHUKAIbHbL, YHUBEPCANbHLIX peuleHUll, NpueoOHbIX Ol 6cex Clydaes He cywecmeyem, (opmuposanue
MAapKemuH208bIX CIMpame2uti — 9mo meopuecKuti npoyecc, 0jisk KOMopslx He 3a0anbl 8apUanmbvl OetCmaUll.
CywHocms mapkemun2060lU cmpame2ui cCOCmoum 6 onpedeieHuu HanpagieHull oetcmsuti 01 6yoyue2o
pazeumus u 00CMUdICeHUs. KOPNOPAMuUGHsIX yelell cmpameuu npeonpusmus npu NOMouU UHCIMpPYMeHMo8
Mapkemumaa.

Bsuoy moeo, umo noboe npeonpuamue GyHKyuoHupyem 6 coyuaibHo-I3KOHOMUYECKOU cpeoe, YCl08Us.
KOMOpOU NOCMOAHHO USMEHAIOMCA, 803PACMAIOM PUCKU, VCIONCHAEMCA 6HeWHAs cpeod, HeoOX00uMo
npeosudemy UIMEHEHUs. U CB0eBPEMEHHO peazupo8amv HA HUX, KOMNAHUA OONNCHA UMEMb GblCOKULL
Vpogenb adanmueHOCMU GHYMPEHHUX pecypco8 K usMeHsaowelicss enewHel cpede. Pewenue smux
npoobnem 603MONACHO NPU 2PAMOMHOM UCNONb308AHUY KOHYENYULl, Memooo8 U UHCMPYMEHMO8 pa3pabomxu
MapKemuH2080U CMpame2uu.

Knrwueevie cnoea: mapkemune, MapkemuHeo8das cmpamezus, Cepeumusayus, Uccie008aHue polHKd,
nompebumens, cmpamezus npeonpusmus
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AHnoamna. Maxanaoa  KaCINOPbIHHLIY — MAPKEMUHSMIK — CMPAMESUsICbIHbIY — He2i3l  peminoe
cepeumu3ayuaAHbly  21eMOIK  madicipubeciniy  Hezizel Mmacenenepi Kapacmouipvlieal. Kacinopuinnviy
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Mapkemunemix cmpame2usiapsl Oipezeti 001bIn MAOLLIAObI, OAPILIK HCALOAUNAPEA CIUKeC KellemiH
ambeban wewimoep xncox. Mapxkemunemix cmpameusuvly MaHI MapKemuHe KYpanioapvlH Natoalaud
OMbIPLIN, KICINOPLIH CIMPAMESUACHIHbIY KOPNOPAMUBMIK MAKCAMMAPbIHA HCENY HCIHe DONAUAK 0amMybl
Yulin ic-apekem 6agblmmapviH aHLIKMay 6016l maodwvliaobl.

Kes xeneen xacinopwin sicazoainapvl yHemi 032epin omulpamolt, mayexenoepi apmoin, ColpmKbl Opma
KypOelieHe mycemiH 271eyMemmik-9KOHOMUKANBIK HCAR0ANOa HCYMbLC icmeyine OalliaHblcmbl 032epicmepoi
anovin-ana donxican, onapea dep kezinoe oen Koio Kadxcem. Komnanusoa iwxi pecypcmapowiy e3ecepmeni
cblpmKbl opmaza Oetiimoeny Oeneetii dcogapsl 0onyvl Kepek. byn macenenepoi weuly mapkemunemix
cmpameusinbl KYPYOblH MYAHCLIPLIMOAMANLAPbl, 20iCmepi JHcaHe KYpanoapvlH OYpbic NAtlOALAHy apKblibl
MYMKIH 6011a0b.

Tyitin co30ep: mapkemune, MapkemuHe Cmpame2uscol, CepeUmMuU3ayiis, HapblKmul 3epmmey, mymulHYUibl,
KaCINOPbIH cmMpame2usicol
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