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Abstract 
 

 

This is an exploratory study of the barriers involved in providing Product Service Systems 

(PSS) in business-to-consumer (B2C) settings. The paper takes inspiration from the fields 

of the circular economy and the performance economy, where PSS are described as 

business models that can bring us closer to a sustainable economy. The motivation that 

drives the paper is that although quite prevalent in the business-to-business (B2B) sector, 

PSS are still quite rare in B2C environments. On top of the little attention towards the B2C 

sector in existing literature, most studies treat the large family of business models that 

fall under the term PSS as one. Therefore, in addition to our focus on the B2C sector, we 

found it necessary to limit the study to a specific subset of PSS to reap valuable findings. 

The selected strain of PSS were ‘leasing or performance-based’ models where customers 

purchase the performance of the product while the PSS provider retains ownership. 

 

The research topic was developed through an extensive literature review and through an 

iterative process of expert interviews. During this process it became apparent that an 

inductive approach was most appropriate as the investigated phenomenon is 

understudied in this context. As our research strategy we adopted multiple case studies 

based on qualitative interviews and secondary sources. The analysed case companies are 

Mud Jeans, Bundles, and Dutch aWEARness. The two former are within the B2C sector, 

offering leasing models of jeans and washing machines, respectively, and the third is a 

B2B PSS provider of work uniforms and clothing. 

 

The analysis is presented in three main sections, of which the latter two reflect the two 

research questions. The first section describes the case companies and their business 

models. The second section was conducted to map out the barriers experienced by the 

two B2C case companies in order to gain a deeper understanding and to compare the 

barriers identified in various articles with empirical observations. The barriers that both 

case companies face are: Financial barriers, issues with scaling, lack of customer 

knowledge, difficulties communicating the value proposition, and lack of PSS related 

competencies. Our findings generally concord with barriers that arose from our literature 



review but provide a more elaborate account than extant literature and deepen our 

understanding of the intricacies of providing PSS in these settings.  

 

The third section fuses this with insights from the B2B case company and theory 

regarding differences between the dynamics of marketing to organizational buyers and 

private consumers. The product of the analysis is a set of working hypotheses that aim to 

uncover the underlying differences between the B2B vs. B2C environment which explain 

the many observed barriers and potentially why implementing a PSS in B2C setting is 

more difficult than B2B. 

 

The hypotheses are: 

1. The B2B sales process is better suited for i) understanding your customer ii) 

customizing the PSS iii) communicating the value proposition of PSS. 

2.  Rational decision making favours PSS more than emotional decision making. 

3. There are in fact more potential benefits for organizational customers than private 

customers for adopting PSS solutions. 

 

Conducting the research revealed that there are several other conditions which affect the 

adoption of a PSS, underlying the importance of analysing on a case-by-case basis and also 

taking a holistic view. Our reflections on the analysis highlight that the characteristics of 

the product of a PSS and the stage of the company (startups vs. large established 

organizations) have implications that are strongly intertwined with the barriers that a 

PSS provider experiences. The paper concludes by providing suggestions for future 

research that we hope will inspire other researchers to contribute to the growing body of 

theory regarding PSS.  

 



1 
 

Table of Contents 

Chapter 1 – Introduction 

1.1      Introduction and  Motivation .............................................................. 4 

1.2      Research Questions ........................................................................... 6 

1.3      Delimitations ........................................................................................ 7 

1.4     Thesis Structure Guide ........................................................................ 9 

 

Chapter 2 - Methodology 

 

2.1 Research Objective and Inductive Approach ...................................... 10 

2.2 Purpose - An Exploratory Study ........................................................... 10 

2.3 Case Studies ........................................................................................... 12 

2.3.1 The nature of case studies ......................................................... 12 

2.3.2 Considerations when selecting case companies ........................ 12 

2.3.3 Pros and Cons ............................................................................ 13 

2.3.4 Reliability and Validity ................................................................. 14 

2.3.5 Generalizability ........................................................................... 15 

2.4 Methods .................................................................................................. 15 

2.4.1 Conducting the Interviews .......................................................... 16 

 

Chapter 3 - Literature Review 

 

3.1 The Performance Economy ................................................................... 18 

3.2 Part 1 – Product Service Systems: Introducing the Concept ............. 20 

3.2.1 Origin .......................................................................................... 20 

3.2.2 Research and Definition ............................................................. 21 

3.2.3 Classification .............................................................................. 22 



2 
 

3.2.4 Contributing trends ..................................................................... 25 

3.2.5 Benefits of PSS .......................................................................... 26 

3.2.6 Related Theory ......................................................................... 311 

3.2.7 Key points - Part 1 ...................................................................... 32 

3.3 Part 2 – Product Service Systems: The Barriers to Adoption ............ 32 

3.3.1 Internal Barriers .......................................................................... 33 

3.3.2 External Organizational Barriers ................................................. 37 

3.3.3 Customer Related Barriers ......................................................... 38 

3.3.4 Other Barriers ............................................................................. 43 

  3.3.5 Key Points - Part 2…………………………………………... 45 

 

3.4 Limitations of PSS literature ............................................................... 466 

3.5 Part 3 - B2B vs B2C dynamics .............................................................. 47 

3.5.1 Size of target market and transactions: Fewer, larger buyers vs.  

many smaller buyers ........................................................................... 48 

3.5.2 The decision making unit: Buying centre vs Family & friends ..... 48 

3.5.3 Nature of the relationship: Relationship vs. product driven ......... 49 

3.5.4 The buying decision: Rational vs. emotional .............................. 50 

3.5.5 Key Points - Part 3 ..................................................................... 51 

 

Chapter 4 - Analysis & Results 

 

4.1 Part 1 - Case Study Descriptions .......................................................... 53 

4.1.1 Bundles ...................................................................................... 53 

4.1.2 Mud Jeans .................................................................................. 55 

4.1.3 Dutch aWEARness ..................................................................... 57 

4.2 Part 2 - Research Question 1 ................................................................ 59 



3 
 

4.2.1 Bundles - Barrier Analysis .......................................................... 59 

4.2.2 Mud Jeans - Barrier Analysis ...................................................... 68 

4.2.3 Comparison of Cases & Literature ............................................. 77 

4.2.4 Sum up – RQ1 ............................................................................ 88 

4.3 Part 3 - Research Question 2 ................................................................ 89 

4.3.1 Dutch aWEARness Analysis ...................................................... 89 

4.3.2 Results - Working hypotheses .................................................... 95 

4.3.3 Sum up - RQ2 .......................................................................... 102 

 

 Chapter 5 - Discussion  

 

5.1 Key Findings and Perspectives ........................................................ 1033 

5.1.1 - Research Question 1 ............................................................ 1033 

5.1.2 - Research Question 2 ............................................................ 1055 

5.2 Contribution to PSS Theory .............................................................. 1088 

5.3 Limitations and Implications on Findings ........................................ 1099 

5.4 Other Findings: Product Characteristics ........................................... 110 

5.4.1 - Findings .................................................................................. 111 

5.4.2 – Implications ........................................................................... 113 

5.4.3 Sum up - Product Characteristics ........................................... 1166 

5.5 Further Research ............................................................................... 1177 

 

Chapter 6 - Ending 

 

6.1 Conclusion ............................................................................................ 118 

6.2 Bibliography ......................................................................................... 121 

6.3 Appendices…………………………………………………………………..128 



4 
 

Chapter 1 - Introduction 
 

1.1 Introduction and Motivation 
Some refer to the UN climate change conference in Paris as a turning point in history and as 

the greatest diplomatic success the world has seen (Harvey, 2015). In what was considered by 

many as the last chance to tackle climate change on a global scale, all 196 nations came to an 

agreement. Indeed, an impressive achievement. However, there is good reason to remain 

sceptical. This deal was far from perfect for everyone involved and much work remains to be 

done. The question now is, how do we move forward and how do we reach the targets that 

were defined? An important issue that we need to tackle relates to the current levels of 

overconsumption in our societies. The current paradigm postulates that our economy will 

falter without growth and growth cannot continue without consumers increasingly 

consuming more. If we consider that an estimated three billion additional people will enter 

the global middle-class by 2030, this issue becomes even more pressing (Kharas & Gertz, 

2010). The current patterns and consumption levels of the middle-class are very energy- and 

resource-intensive, and as a consequence create vast quantities of waste with undeniable 

environmental impacts. If these trends in industrialized countries are in fact setting examples 

of lifestyles around the world as Mont (2004) suggests, then it is evident that systemic 

changes are needed to address production- and consumption-related problems. 

 

An alternative that addresses these necessary systemic changes is the concept of the circular 

economy, which has emerged as a foil to the prevailing linear economy. Unlike the linear 

economy, which is based on ‘take-make-waste’ industrial processes, the circular economy is 

restorative by design and essentially aims to reinject technical materials into material 

production flows and to return biological materials safely to the biosphere (Ellen MacArthur 

Foundation, 2015). Walter Stahel (1984; 2010), one of the leading thinkers behind the circular 

economy, advocates that one of the most effective strategies within the circular economy is to 

sell the performance of goods rather than ownership. Stahel’s work revolves around product 

life extension and how companies can aim to decouple resource consumption with wealth 

creation. Overall, Stahel’s ideology, also referred to as the performance economy, points to the 

underlying fact that a drastic shift is required from the current product oriented and material 
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intensive industrial economy if we are to seriously acknowledge the finite nature of the 

earth’s resources and mitigate the critical problems that will arise if we continue to behave as 

though they are infinite (Elffers, 2013).  

  

A recent concept, which adheres to the principles of the performance economy is what is 

known as product service systems (PSS). PSS is, according to the earliest definition, “a 

marketable set of products and services capable of jointly fulfilling a user’s need” (Goedkoop 

et al., 1999, p.18). The main motivation behind this concept is that it ideally can provide 

additional benefits both for producers, for the customer, and for the environment. Companies 

adopting PSS can enjoy certain economic benefits through generating value in new ways and 

through optimising their total resource consumption (Manzini & Vezzoli, 2002). Additionally, 

it provides them with an opportunity to enhance their competitive position by differentiating 

from existing offerings, seeking new market opportunities, and by establishing closer 

relationships with customers (Goedkoop et al., 1999). The customers, on the other hand, enjoy 

a greater diversity of choice on the market and receive added value from PSS through 

customised offerings of a higher quality (Mont, 2002a). The whole environmental argument 

rests on the notion that a manufacturer who shifts from a focus on products to services, will 

assume more responsibility over the lifetime of a product and will have an incentive to reduce 

material and energy use. This is particularly beneficial if producers retain property rights over 

the products involved in the offering as they now benefit from designing closed-loop systems 

based on higher recyclability and higher durability (Manzini & Vezzoli, 2002). In that sense, 

the environmental impact of customer’s needs and wants is reduced to a minimum (Mont, 

2002a).  

 

To date, we mainly observe PSS being adopted in the business-to-business (B2B) sector and 

find very few cases of implementation in the business-to-consumer (B2C) sector. Considering 

the rise of the middle-class and the impact private consumers have on consumption, it would 

be beneficial if the advantages of PSS could be exploited in the B2C sector as well. Recently, 

private consumers’ preferences are changing noticeably with growing global awareness of 

sustainability threats (United Nations, 2015). Tukker & Tischner (2006a) additionally 

highlight that other societal mega-trends, such as specialisation, internationalisation, smaller 

and double-income families, clearly favour PSS (p.1553). Therefore, concepts such as PSS 
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represent viable business opportunities for companies operating not only in business markets 

but also consumer markets.  

 

However, the extant literature on PSS in the B2C context is sparse and this paper thus aims to 

further examine this research gap. We presumed that the low rate of emergence of PSS 

business models in the B2C sector is an indication that the barriers for implementation are 

greater in this specific context. The objective of this research paper is therefore to explore the 

barriers to PSS adoption in the B2C sector. As opposed to existing theory which mainly 

focuses on how established companies can transition towards PSS, we have chosen to focus 

our efforts on startups. Innovation theory postulates that incumbents are hesitant to make 

radical changes that allow them to explore entirely ideas, markets or business models 

(Christensen, 1997). If we consider PSS as an entirely new way of delivering value to 

consumers, it is not unlikely that the disruption will come from bottom-of-the-pyramid 

entrepreneurs who are willing to venture into the unknown to reap the benefits of these 

emerging concepts.  

 

1.2 Research Questions  
Based on the identified research gap and the abovementioned reasoning, we have generated 

two different research questions. They are as follows:  

 

1. What are the barriers for startups providing leasing or performance based 

product service systems in the B2C sector? 

 

2. How do the dynamics of B2C marketing as compared to B2B marketing affect the 

adoption of leasing or performance based product service systems? 

 

The role of the first research question is to add to PSS theory by investigating uncharted 

territory. In so doing, we also aim to discern whether the existing theory on PSS-related 

barriers is transferrable to PSS startups in B2C contexts. The second research question aims 

to add another layer of analytical depth and explain how some of the barriers can be 

explained by inherent differences between B2B and B2C markets. This will provide us with a 
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deeper understanding of the contingencies that affect the implementation of PSS when we are 

dealing with private consumers. 

To answer these research questions we conducted a qualitative analysis of three case 

companies, of which two provide PSS in the B2C sector and one in the B2B sector. The 

interviews and the overall project are informed by an initial series of semi-structured 

interviews with experts within the field. After an initial section describing the case companies, 

the analysis is twofold to parallel the research questions. First, we perform an analysis of 

qualitative interviews with the CEOs and founders of the B2C case companies. Second, by 

combining insights from the B2B case company and marketing theory, we aim to tie the 

identified barriers to fundamental differences between the characteristics of B2B and B2C 

marketing. The analysis concludes by presenting a set of empirically based working 

hypothesis regarding the underlying reasons for the barriers for PSS implementation that are 

observed in B2C contexts. These hypotheses can provide the groundwork for future research 

which, will hopefully contribute to the current body of PSS theory. 

 

1.3 Delimitations 
Before we move on, we deem it necessary to point out some of the delimitations of this thesis. 

By delimitations we mean the boundaries that we have deliberately imposed on the research 

design. This is important for the reader to understand what is being addressed and what is 

not in our two research questions.  

 

First of all, we have chosen to limit our focus to the B2C sector when it became clear that PSS 

as a phenomenon was understudied in this context. The B2B sector is still used as a 

comparison to explain challenges faced in consumer markets but the overall goal is to 

generate findings that apply specifically to PSS in B2C markets.  

 

Second of all, we focus on business models where the service-provider retains ownership of 

the product and where the consumer either leases a product based on a fixed periodic fee or 

where the consumer simply buys the performance of the product according to how often 

he/she uses it (pay per service unit). The notion that the PSS provider retains ownership of 

the product is important to fully account for the benefits of the performance economy. As the 
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term PSS is quite broad and therefore includes business models which can be quite different, 

it is necessary to clarify the types of PSS that we focus on. To avoid misunderstandings, we are 

not dealing with business models that include product-related services, advice & consultancy, 

product renting or sharing, product pooling, functional result or activity outsourcing such as 

e.g. office-cleaning (see Literature Review Section 3.2.3).  

 

Third of all, we limit this study and its findings mainly to startups. Early on in the process it 

became clear that most companies operating the mentioned business models in the B2C 

sector are in the startup phase. Thus, we recognize that established companies might face 

very different conditions and barriers and that our potential findings might not apply to them.  
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1.4 Thesis Structure Guide 
The remainder of this thesis is structured as follows: 
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Chapter 2 – Methodology 

 

In this chapter we start by stating our research objective and how this fit with an inductive 

approach before we take a closer look at the purpose of this paper as an exploratory study. 

Thereafter, we shortly present our case companies and discuss the different aspects of case 

study research including issues of validity and reliability. Finally, we end by discussing our 

methods in relation to conducting qualitative interviews.  

2.1 Research Objective and Inductive Approach 
The research objective of this paper is to identify the barriers to implementing a leasing or 

performance based model in B2C contexts and to attempt to further analyse them using 

theory on marketing in specific contexts. Although, literature on barriers of PSS business 

models exists, there is very little mention of the dynamics that are involved with different 

customer types and how this may affect how these new sustainable business models are 

received by the market.  

 

In more general terms, this project seeks uncover a relatively unknown phenomenon. In this 

sense, rather than to test an established theory, we seek to draw generalizable inferences 

from our empirical observations, with the objective of developing explanations or theory. 

Accordingly, our paper adopts an inductive approach, which describes a process of moving 

from empirical data to generalized theory or hypotheses, rather than a deductive one, where 

hypotheses are deduced from theory and then scrutinized with empirical data (see Bryman & 

Bell, 2007, pp.11-15). To understand the fundamental role of our research in these terms is 

important as it strongly informs the methodology of the entire project.   

2.2 Purpose - An Exploratory Study 
Since we have chosen to adopt an inductive approach, it follows naturally that the purpose of 

our study is largely of an exploratory nature for the same reasons. In this section we would 

like to clarify shortly the nature of our research as an exploratory study and what this entails. 

In simple terms, exploratory research observes something and seeks to understand it. The 

objective is often to gather information that can help to define issues and to suggest 

hypotheses (Kotler & Armstrong, 2004). As such, it does not seek to draw final conclusions 
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but rather to lay the foundation for further research. An exploratory sample is used to probe 

the unexplored and it does not necessarily need to represent an accurate cross-section of a 

population (Denscombe, 2014).  

 

Exploratory studies are often used in small-scale research and is therefore suitable for our 

limited number of case-studies. Venturing into the unexplored field that is PSS in B2C 

contexts, has proven to be a dynamic process. This was not an instance where we had a clear 

idea of exactly how to define and narrow down our research but rather a case where we 

adapted and refined the research as our knowledge on the topic grew. In that sense, the 

unstructured nature of explorative studies has been helpful as it has offered us a great degree 

of flexibility throughout the research process. As we progressed, it became clear that the 

result and goal of our analysis should be to generate a set of hypotheses that were suited for 

further research. As Stebbins (2001) points out, “when little is known scientifically about a 

group, process, activity, or situation, it is better to explore and generate hypotheses than try to 

test hypotheses derived from hunches or distant received theory” (p.31).  

 

Despite the fact that one should always strive to be as systematic and objective as possible 

when conducting research, it is important to recognize that exploratory studies are concerned 

with more than the communication of observations. The analysis and the writing itself also 

involves elements of creativity when the goal is to create new ideas (Stebbins, 2001). In other 

words, our subjective interpretation, creativity, common sense and logic play an important 

role in the knowledge creating process that is part of this thesis, an issue that is addressed in 

the discussion of this paper. 

 

We identified conducting a case study as an appropriate research strategy for this project. Yin 

(1994) explains that there are three main criteria that can help guide researchers to select 

fitting research strategies. Yin (1994) further advises that although different research 

strategies have unique characteristics, there are areas of overlap between them, such that 

more than one research strategy may be applicable for the same study. The suggested criteria 

are guidelines to help researchers avoid “gross misfits” rather than to pinpoint one exact 

strategy (Yin, 1994, p.4). The three criteria to consider are: 

● The type of research question 
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● The extent of researchers’ control over behavioural events 

● The degree of focus on contemporary as opposed to historical events 

Our first research question is a standard ‘What’ question, which can be addressed by 

practically any research strategy (Yin, 1994, p.5), and our second research question 

introduces some ‘why’ elements into the overall research. Yin (1994) clearly states that case 

studies have a distinct advantage when “a ‘how’ or ‘why’ question is being asked about a 

contemporary set of events over which the investigator has little or no control” (p.9). This 

reconciles neatly with the nature of our research. This, plus the fact that the form of the first 

research question does not exclude case studies or point to any other specific strategy, has led 

us to employ case studies as our research strategy. 

 

2.3 Case Studies 

2.3.1 The nature of case studies 

Despite former criticism of case studies as the weak sibling within social science methods, 

they have become more commonly accepted and widespread in later years (Yin, 1994; 

Denscombe, 2014). Case studies are versatile and can be used for many situations and 

purposes but more often than not they are used for the discovery of information (Denscombe, 

2014), as is the case in this paper. The approach allows a researcher to dive into the specific 

circumstances of a situation and to describe it in great detail, compare or to explore specific 

aspects of the situation (Denscombe, 2014). In our analysis, we explore the specific barriers 

found with each case in as much detail as possible and we also attempt to compare them to 

each other. As Denscombe (2014) points out, this allows us to produce novel information 

which is valuable in its own right, but also for what it suggests of new venues to explore and 

for what it explains in terms of how different aspects of the cases are intertwined.  

2.3.2 Considerations when selecting case companies 

A case study should be deliberately chosen based on its distinctive features and the relevance 

of these features to the research topic (Denscombe, 2014).  As theory postulates, the criteria 

for the selection of the case study, is critical for its success. However, it is also important to 

point out that there are practical considerations to be made when choosing one or more 

suitable cases.  

 



13 
 

In the initial phase of our research, we came upon a range of case studies described by 

circular economy interest-organizations but we quickly realized that the B2C sector seemed 

to lack examples and theoretical insights. This factor naturally limited the choice of case 

studies at our disposition. As Denscombe (2014) states, practical considerations and 

convenience should not be the principal reason for picking a case but they play a role 

nonetheless. For us this was true in terms of the limited amount of cases that could be found 

and of course the limited resources and time available for a project of this magnitude. There 

were also instances where we contacted potential case companies but they were not able to 

assist us. Another limiting factor when selecting cases, is that the companies we found who 

offer PSS to private consumers are fairly small in size and are in an early-phase of 

development, such that they may still be on the path of gathering knowledge and insights 

themselves.  

 

As the project progressed, we realized that we also needed an analogue case from the B2B 

market if we were to compare the market characteristics of B2B vs. B2C in a reliable manner. 

Dutch aWEARness provided us with a B2B counterpart that could serve as a reference point 

to help us to understand the implications of operating in B2C markets. Dutch aWEARness fits 

well in the study because not only are they comparable because they operate with a 

performance-based model but like Mud Jeans, they are in the clothing industry, which 

provides us with a better basis for comparison. 

2.3.3 Pros and Cons  

There are certain advantages tied to the case study method. It is a suitable method for small-

scale research such as ours because it allows for focused and detailed efforts on few cases. 

Moreover, it is a flexible approach that can make use of multiple methods and is useful both 

for theory-building and theory-testing (Denscombe, 2014). As Yin (1994) points out, you have 

the freedom to change the case study design as new information arises, pursue unexpected 

leads or even identify totally new cases as the process evolves. This has been an important 

advantage when we have been forced to make alterations during our process. However, there 

are also many challenges when engaging in case studies. It can be difficult to define the case 

boundaries, access the right information and some critics believe that case studies are suitable 

for descriptions but not for analysis (Denscombe, 2014). The most common criticism however 
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relates to the credibility of the generalizations inferred from case-specific findings, which we 

explain in reference to issues of reliability and validity. 

 

2.3.4 Reliability and Validity 

There are various stances towards whether or not reliability and validity, which have 

traditionally been developed in the quantitative domain, are applicable as evaluative criteria 

for a qualitative research project like ours (Bryman & Bell, 2007, p.43). Some researchers are 

faithful to the meaning of the terms as they are in quantitative research, some adapt the 

terms, and some adopt an entirely different set of criteria (ibid.). As an example of how it can 

be confounding to work with these criteria in qualitative research we can look at reliability, 

which includes both external reliability and internal reliability. External reliability is 

concerned with whether a study is replicable. The argument for this not being appropriate as 

a basis for criticising qualitative studies is that you simply cannot freeze social settings and 

thus expect the same results even if identical methods and procedures are employed. 

Furthermore, analyses of this kind always involve a certain level of the researcher’s subjective 

judgment which cannot be mimicked entirely by others and is likely to change over time even 

for a single individual. Having said this, internal reliability, which concerns consistency 

between observers in the research team in terms of their understanding of concepts and data, 

is relevant. We have accounted for this by clarifying our understanding of concepts through, 

for example, the expert interviews and continuous dialogue between the team members 

(Bryman & Bell, 2007, p.410-411). So, without delving too deeply, it seems as though there are 

some clashes between these criteria and the objectives of qualitative case study research 

(further delineated in the following section), where some are transferrable and some are not. 

 

Bryman & Bell (2007) do underline that within case study research, the more researchers 

lean towards a qualitative research strategy, the less important these criteria seem to become, 

even to the extent that they are sometimes utterly ignored (p. 63). As our research strategy is 

heavily qualitative it thus makes sense that we generally do not find these criteria applicable 

to our study.      
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2.3.5 Generalizability 

Regardless of our own aforementioned stance towards evaluative criteria of research design, 

it seems that the question of generalizability, or external validity, cannot be avoided (Bryman 

& Bell, 2007, p.63). So, as Descombe (2014) inquires, are the findings of a case study 

representative and generalizable to other circumstances, or are the findings only applicable to 

the specific research case in question? To address such potential criticism, it is of essence to 

point out that case studies should not be regarded as a survey sample or as final or absolute. 

The goal is rather to describe or explore the foundation that helps to develop the theory 

further in earlier stages of a research field (Denscombe, 2014). It then becomes clearer as to 

which degree the results are generalizable and as Yin (1994) states, “case studies rely on 

analytical generalization [as opposed to statistical generalization]… [where] the investigator 

is striving to generalize a particular set of results to some broader theory” (p.36). 

 

To translate this to our research, it is problematic to generalize findings identified from our 

cases to the whole range of leasing or performance-based PSS operating in B2C markets. 

Especially considering the fact that our case studies are based on small firms that find 

themselves in a developing phase with the limited experience that follows. On the other hand, 

this is not the goal of our research. We aim to explore and hopefully develop the theoretical 

foundation of the novel field that is PSS in B2C markets with a particular focus on existing 

barriers. By looking at the inherent differences between B2B and B2C markets we hope to 

further explain and extend the knowledge related to the challenges that exist when you deal 

with private consumers.  

 

2.4 Methods 
Apart from our review of the available literature on PSS and B2B vs. B2C marketing, we have 

relied on in-depth interviews with experts and case companies to support our exploratory 

research approach. The case studies are developed through qualitative interviews and 

secondary sources, such as websites and online articles. We find that semi-structured 

interviews provide the flexibility required to explore and understand more about a relatively 

unknown topic while ensuring that we can extract relevant data from our respondents 

without getting too side-tracked. Furthermore, it is important not only to access the 

descriptive elements of the cases but also to understand why and how the people in question 
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view the situation. This is the main reason why we have relied on qualitative interviews in 

terms of our primary data. Yin (1994) also states that interviews are “one of the most 

important sources of case study information” (p.84), which further corroborates our choice.  

2.4.1 Conducting the Interviews 

The basis of our primary data rests on a series of qualitative interviews from both field 

experts and case companies. You can read more about the two specific groups below but first 

we would like to provide some basic information about our interview methods. All of our 

interviews were conducted in English. Additionally, we audio recorded every session with 

prior approval from the subjects. Before each interview, we prepared an interview guide with 

questions and topics that we wished to cover with the interviewee. Subsequently, we made 

sure to send the guide in advance so they had time to grasp our focus and to prepare potential 

answers. Forming a structure for the interview was necessary for the sake of comparability 

and to make sure that we followed a red-thread in our interviews. Although adhering to the 

framework, many questions became rather open-ended and we allowed the interview to flow 

naturally by following topical trajectories when we deemed it appropriate. This flexible 

structure gave the interviewees the opportunity to give in-depth explanations of their own 

perspectives and it gave us the freedom to interact in a way that made room for more 

dialogue and co-creation. This of course lead to the occasional side-track but it also provided 

us with some valuable findings that might not have been encountered otherwise.  

 

Expert interviews 

We conducted seven interviews with expert voices from a range of different fields that relate 

to our research focus. The interviewees have very different backgrounds but are all in some 

way engaged in developments within the circular economy, a widely discussed contemporary 

sustainability concept which is intimately related to PSS. A short description of each 

respondent with the name and background can be found in the appendix (App.A). Audio files 

from all interviews and transcripts from four of these interviews can be found in the 

appendix.  Apart from the Skype interviews with Ruben Van Doorn and Per Stoltz, they were 

all conducted face-to-face with the subjects.  
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We decided to dive into the interview phase early on in the process and to see it mostly as a 

way of expanding our knowledge within a field of interest that can be considered as fairly 

understudied. Some of the respondents also helped us to gain access to other interesting 

professionals, which was a favourable development that we hoped to achieve with this 

strategy. As we progressed, so did our knowledge on the topic and we were able to ask more 

structured and in-depth questions to challenge our respondents. In conjunction with the 

literature review on barriers, the interviews provided additional insights and allowed us to be 

better prepared for the case studies that we would later undertake. With a wide variety of 

credentials, some of the interviewees provided more valuable insights that we later could use 

to reflect upon our analysis and discussions. Others, helped us to lay the groundwork for our 

thesis by expanding our understanding of the field.  

 

Case interviews 

Our case interviews were conducted with representatives from the three companies: Mud 

Jeans, Bundles, and Dutch aWEARness. The interviewees from each company were: 

 Bundles - Marcel Peters (Founder & CEO) 

 Mud Jeans - Mike Dongelmans (Managing Director, Mud Jeans Scandinavia), Bert van Son 

(Founder & CEO) 

 Dutch aWEARness - Rien Otto (Founder & CEO) 

 

The case interviews also followed a semi-structured approach but were more meticulous and 

analytical compared to the expert interviews.  We conducted two Skype interviews each with 

Mud Jeans and Bundles. The objective of the first interviews was to further our understanding 

of the companies’ business models and to account for aspects that were not discernible from 

webpages or other external sources.  The second interview was used as an opportunity to 

concentrate on the notion of barriers and to probe deeper into specific points of interest that 

arose from the first interview. Some questions related to the second interview were also 

answered via a follow up e-mail by Marcel Peters from Bundles. For Dutch aWEARness, we 

have one Skype interview of approximately one hour where the focus was to obtain empirical 

data as to the differences between B2B and B2C environments that are relevant to PSS 

delivery. A detailed description of the three cases is provided in Section 4.1 of the analysis.  
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Chapter 3 - Literature Review 

 

This literature review represents a fundamental part of our thesis as it provides a solid 

background for our research and enables us to establish a theoretical framework that we can 

expand on with our exploratory approach. The main focus is to introduce PSS as the central 

theme and concept which encapsulates the offerings represented by our case companies. This 

chapter is divided into three main parts. First we will introduce the basics of this theory 

including, origin, definitions, classification, contributing trends, benefits and related theory. 

Second, we will perform a careful review on what existing academia can tell us about the 

barriers for PSS implementation and adoption. Third, we finish off the literature review with a 

brief section on B2B vs. B2C marketing dynamics. Each part ends with a section including the 

key points and explanations of how we intend to use the obtained knowledge further. Before 

all this, however, we would like to introduce the performance economy as an important 

backdrop which can help explain the underlying motivation and idea behind PSS.  

3.1 The Performance Economy 
The current industrial economy is often alluded to as the ‘linear economy’ (Ellen Macarthur 

Foundation, 2013), an economy where material and energy throughput is closely linked to 

economic growth. This economy is fuelled by consumerism and is dominated by a ‘take make 

waste’ mindset that describes the process where resources are taken, products are made, and 

eventually disposed of or wasted after use (ibid.). This approach is considered unsustainable 

in the long run and is raising the concern of many due to its negative contribution to resource 

depletion, generation of emissions and waste, especially given the estimated increase of three 

billion people in the consumer class by 2030 (Mckinsey Global Institute, 2011). In this light 

there are many emerging schools of thought proposing paths and concepts to push the 

transition towards a more sustainable, or circular (as opposed to linear) economy (Ellen 

Macarthur Foundation, 2013). These are for example, Regenerative design, The Performance 

Economy, Cradle to Cradle, Industrial Ecology etc. (ibid.) These schools of thought are not 

competing ideologies, but generally address different aspects of the circular economy, and 

even where there is overlap they contribute to develop and refine a more unified 

understanding of the overall concept of a circular economy. 
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Amongst the various approaches, this section focuses on explaining the concept of the 

‘Performance Economy’ as introduced by Walter Stahel (2010) because Stahel is known as 

one of the pioneering thinkers of a closed loop economy. Furthermore, his work on the 

performance economy is not limited to manufacturing or disposal practices and technologies 

but is strongly oriented around the transformations of business models that can help realize a 

shift from today’s linear economy. 

 

Stahel’s initial work was geared around product life extension, the intuition being that the 

use-life of a good determines its replacement speed and therefore the rate at which resources 

must be expended to manufacture this good. Thus, by extending the product-life of goods we 

can decelerate resource depletion and the accumulation of resulting waste, in this way 

encouraging a more sustainable society (Stahel, 1984). 

  

Stahel’s initial inspiration came from observations he made in the construction industry on 

the relationship between energy use and manpower (Scott, 2015). In his keystone paper 

‘Product life factor’ (1984) on closed loop economies, Stahel explains that: 

“Roughly three quarters of all industrial energy consumption is associated with the extraction 

or production of basic materials like steel and cement, while only about one quarter is used in 

the transformation of materials into finished goods such as machines or buildings. The 

converse is true of labour, about three times as much is being used in the conversion of 

materials to finished products as is required in the production of materials.” (Stahel, 1984, 

p.75) 

Therefore by extending product-life, and as a result resource-life, through reuse, repair, 

reconditioning and recycling, we can gradually substitute service activities for extractive 

industries, or in other words, substitute manpower for energy and raw material use (Stahel, 

1984). This logic not only serves to reduce the environmental impact of the current ‘fast 

replacement system’, but also can have a positive social impact by encouraging job creation 

through shifting the focus from resource intensive industries to labour intensive processes 

(Scott, 2015; Stahel, 1984) 

  

Since the first publication of the ‘Product life factor’ in 1982, Stahel’s continued research has 

shown that in addition to increased reuse, repair, and recycling, the shift towards a service-
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oriented economy can be encouraged by “optimiz[ing] the performance a product provides by 

converting the product into a service so as to keep its materials in the hands of the 

manufacturer for as long as possible” (Scott, 2015, p.44). This is the fundamental idea behind 

the ‘Performance Economy’ (Stahel, 2010). An essential part of the performance economy, is 

the ‘functional service economy’, which in Stahel’s (2010) words is defined as: “a set of 

innovative business models that integrate products and services into winning solutions to 

create wealth and jobs with considerably less resource  consumption, and provide economic 

incentives to internalize the costs of risk and waste” (p. 2). 

  

As we will see in the following sections many scholars have been inspired by Stahel’s research 

and there is much recent work being performed in the field, however under many different 

names. Having introduced the basic logic that has sparked a series of related studies, we now 

present a detailed literature review of the concept of Product Service Systems (PSS), which is 

the general term adopted by many researchers to express business models that pertain to 

Stahel’s ideology. 

 

3.2 Part 1 - Product Service Systems: Introducing the Concept 

3.2.1 Origin 

The notion of shifting from products to services is not a new one and in fact it was already 

introduced more than 50 years ago by Becker (1962) who termed this idea “the service 

economy” (Boehm & Thomas, 2013). In later years, the idea has developed further with 

contributions from well-known academics and authors such as Walter Stahel who as 

mentioned earlier is recognized by many as a pioneer within circular economy thinking. 

These authors identified how shifting the focus from products to services could lead to 

increased resource efficiency, more jobs, and a lower impact economy that is more 

environmentally friendly and energy efficient (Boehm & Thomas, 2013; Tukker, 2013).  With 

inspiration from these thought leaders, we have moved from the age of the industrial 

economy to the age of the service-oriented economy. Today, the service economy employs 

more than 70% of all workers in industrialized countries and the focus has changed from 

mass-production to flexible mass-customization (Mont, 2002a). However, it is imperative to 

point out that this change has not necessarily come as a result of environmental concern on 
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behalf of businesses but more as a purely strategic and economic concern. As we know, 

companies in today’s highly competitive and globalized world (with increasing 

commodification of product), more often seek advantage on the basis of intangible factors 

such as innovation, design, or brand names. This allows them to differentiate and add value 

where they in the past were forced to compete on more tangible and homogenous factors 

(Mont, 2002a). 

3.2.2 Research and Definition 

Even though the term “product-service systems” (PSS) is a relatively new field of study which 

is still constantly evolving, it has seen a substantial amount of research in the last years. 

Throughout the 90’s and in particular after the turn of the millennium, the output and 

richness of this academic field has increased significantly (Tukker, 2013). The topic however 

is somewhat dispersed and covers a range of different fields such as manufacturing, 

engineering design, business management, as well as information and communications 

technology (Boehm & Thomas, 2013). After the year 2000, we saw a significant rise in articles 

from the sustainability community focusing on the potential environmental benefits of PSS. 

This surge was partly due to certain EU projects and special issues of the Journal of Cleaner 

Production. As of late, we see that the field is taking more of a business perspective. The latest 

contributions are particularly focused on aspects related to the implementation of PSS in 

organizations and key success factors (Tukker, 2013). 

 

Several known definitions of PSS exist and even though they differ in some ways there are 

also noticeable similarities. In the introduction we saw one of the earliest definitions from 

Goedkoop et al. (1999) who defined PSS as “a marketable set of products and services capable 

of jointly fulfilling a user’s need” (p.18). In a more recent contribution, Tukker & Tischner 

(2006b) define PSS as a “mix of tangible products and intangible services designed and 

combined so that they are jointly capable of fulfilling final customers need” (p. 24). Boehm & 

Thomas (2013) compose a unified PSS definition that spans across several discipline in an 

extensive literature review. They did this by mapping the different definitions in various fields 

and recognizing the universal character or the common denominator that each definition had 

and arrived at the following: “A PSS is an integrated bundle of products and services which 

aims at creating customer utility and generating value” (Boehm & Thomas, 2013, p.252). This 
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is of course a fairly broad and general definition but nonetheless a useful one as it unifies the 

core of the PSS concept and the way it is understood across disciplines. 

 

Other authors take a sustainability approach which includes the notion that a PSS should be 

more sustainable than the competing product concept (Tukker, 2013). The basic notion here 

is that PSS can act as a vehicle to help us enhance competitiveness while at the same time 

fostering sustainability - the classic win-win combination. We support this idea which has 

been an important motivation for our thesis.  

 

With this in mind, we choose to adopt Mont’s (2002a) definition of PSS: “systems of products, 

services, supporting networks and infrastructure that are designed to be competitive, 

satisfy customer needs and have a lower environmental impact than traditional business 

models” (p.239). 

3.2.3 Classification 

Despite the significant variance regarding the definition of PSS, most authors seem to agree on 

a common classification (Tukker, 2013). This classification categorizes PSS in three different 

areas according to the inherent characteristics of each type.  

 

1. The first category is the product-oriented services where the customer retains 

ownership of a product in a traditional manner but the company provides an added 

service level which enhances the offering (Baines et al., 2007). Examples are 

maintenance, repair, take-back schemes, financing or consultancy.  

2. The second category is use-oriented services where a company sells the use or 

availability of a product over a given unit of time or a given unit of services (Baines et 

al., 2007). Examples are renting, sharing or leasing. This incentivizes the company to 

maximise the use of the product and to extend product and material life-span.  

3. The third category is result-oriented services where the company and the customer 

basically agree on an end-result or a capability that does not necessarily require the 

involvement of a product. Examples could be transporting a customer from A to B 

instead of selling or leasing a car or offering laundered clothes instead of a washing 

machine (Beuren et al., 2013). This is the most radical and transformative PSS version.  
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This can further be visualized by with the product-service continuum. To explain how firms 

transition from a product-focus to a service-focus, Oliva & Kallenberg (2003) envisioned how 

manufacturing firms move along an axis from left to right as they incorporate more product-

related services (See Fig.1 below). This continuum has two ends where the left side 

represents pure goods that have few services as add-ons and little integration of the products 

and services (product-oriented services) while the right side are pure services for which 

products would make out a small part of the offering and are rather considered as a medium 

to deliver the service (results-oriented services). Offerings that constitute a combination 

between products and services would fall somewhere in the middle (use-oriented services). 

 

Fig.1 The Product-Service Continuum (Oliva & Kallenberg, 2003, p.162)  

 

Despite the common acceptance of the mentioned typology, there are some that have 

criticized it and questioned if it can really capture the full range of complexity that we find 

with PSS in the real world. As Tukker (2004) states, each category contains PSS with different 

economic and environmental traits. In his article from 2004, Tukker describes a total of 8 PSS 

archetypes that each fit within the different categories that we previously mentioned. In 

accordance with Tukker, we also believe that a more in-depth categorisation is needed to 

describe and capture the range of different business-models that can be found within the PSS 

domain. This categorisation was an important tool when we refined the research topic and 
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chose our case companies. Thus, we would like to shortly describe these eight archetypes in 

the following section as we believe its application is relevant for this thesis:  

 

The 8 archetypes of PSS - Based on (Tukker, 2004) 

 

Product-oriented services 

1.   Product related services: When the producer or provider not only sells the product but also 

offers additional service that are needed during the use or also the end-of-life of a product. 

E.g. maintenance contracts or take-back agreements at end of life.  

2.   Advice and consultancy: When the provider gives the consumer advice on the most efficient 

use and/or disposal of a product. E.g. optimising factory logistics or processes.  

 

Use-oriented services 

3.   Product lease: When a firm retains ownership of a product and is often responsible for 

maintenance, repair and disposal while the customer has unlimited and exclusive access to 

the product that is leased. E.g. mobile-phone or regular car leasing.  

4.   Product renting or sharing: Similar to product lease as the service provider retains ownership 

and responsibility for maintenance etc. However, the consumer does not have exclusive and 

unlimited access and the product is used continuously by different consumers. Examples 

could be car - or bike-sharing schemes.  

5.   Product pooling: Similar to the two above, the main difference being that the product is used 

simultaneously by different users. Lift sharing concepts are good examples. 

 

Result-oriented services 

6.   Activity management/outsourcing: When part of an activity related to a company is 

outsourced to a third party provider. They agree on a set of performance indicators that 

dictate the quality of the end-result they desire. Examples are office-cleaning or catering. 

7.   Pay per service unit: The consumer no longer buys a product but simply the output of the 

product according to how often he/she uses it. The provider is most often responsible for 

maintenance, repair and disposal. Well known examples are pay-per-print solutions in B2B 

that Xerox initiated some time ago or pay-per-wash formulas where the washing machine is 

installed in the user’s home as mentioned earlier. 
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8.   Functional result: The provider delivers a final-result to the client such as for example 

“pleasant lighting conditions” or “thermally comfortable surroundings”. This end-result is 

somewhat abstract and is not directly related to a specific product. Thus, the provider is free 

to determine how they will deliver the functional-result and they have a strong incentive to 

deliver the service in the most efficient and sustainable way possible. 

 

* The categories “product-lease” and “pay-per-service unit” are the closest we get to the business 

models of Mud Jeans and Bundles, respectively. Therefore, the term “leasing or performance 

based PSS” that we adopt in our research questions is meant to address these two categories 

and any combination of them.  

 

3.2.4 Contributing trends 

There are some trends and macroeconomic tendencies that seem to encourage the adoption 

of service-oriented concepts such as PSS. In this section we address these trends and how 

they make models such as PSS more relevant for companies and customers.  

 

For companies 

In an increasingly globalized and competitive world community, we see high pressure and 

diminishing profit margins in many industries. The financial crisis shook large parts of the 

world and we are stilling dealing with the aftermaths today.  In this challenging economic 

environment, many companies are forced to make serious changes and especially in mature 

and highly competitive industries. We can therefore begin to understand why PSS, as a 

concept which potentially can secure higher and more stable revenues by adding value to 

customers, is an appealing idea (Goedkoop et al., 1999). Another aspect that contributes to 

this is the depletion of natural resources that we observe today. Resource scarcity is 

increasing the price pressure on raw materials which directly affects many industries such as 

the textile industry for example (The World Bank, 2011). Companies in these industries are 

forced to change and find innovative ways to maximize their resource efficiency. Moreover, 

another catalyst affecting companies are the more stringent environmental regulations that 

we observe as the environmental challenges become more apparent. The pressure on 

companies to take social responsibility manifests itself not only through legislation but also 

through a growing public concern about the environment (Mont, 2002a). With consumers and 
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legislators setting higher demands for corporate behaviour, PSS can function as an effective 

way to stay one step ahead of the game – perhaps even turning it into a competitive 

advantage.  

 

For customers 

There are certain trends that also incentivize customers to adopt PSS beyond the concrete 

benefits which will be discussed in the next section. If we consider the customer of PSS to be 

business customers, many of the trends described in the previous section will also tend to 

drive their behaviour. However, there are some other interesting tendencies that are more 

closely related to the private consumer. Tukker & Tischner (2006b, p.52) for example points 

out that one important trend and is the more specialized, individualised and busy society that 

we live in today. This means that consumers are more interested in uniqueness and 

experiences which PSS should be able to deliver in theory. As consumers become increasingly 

empowered, their expectations towards products and what they can offer, increases. 

Furthermore, we see a growing tendency towards more ownerless solutions in today's 

society. For example, the rise of the sharing economy is receiving a lot of attention and it is 

likely that there will be a significant growth of such concepts in the future. The notion that 

consumers want freedom and in many cases prefer access over ownership is likely to gain an 

even stronger foothold in the future.  Research on millennials or generation Y, shows that they 

in many cases prefer to borrow or rent instead of owning to avoid the long term commitment 

that comes with ownership (SIS International Research, 2015). A good example is car 

ownership, where we currently see the emergence of ownerless alternatives such as Zipcar 

notably in urban environments. As Ceschin (2014) points out, there may even be a certain 

status element that comes with adopting ownerless solutions as some of these novel solutions 

are perceived as modern or trendy.  

 

3.2.5 Benefits of PSS 

As mentioned earlier, the idea behind PSS is that it can instil certain benefits both for 

companies, the consumer, and the environment. The intention is that by adding services to 

products you can improve the total value proposition (Colen & Lambrecht, 2013). As 

mentioned by Baines et al. (2007, p.7), in broad terms the difference between PSS and a 
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regular sales model is that manufacturers have prolonged responsibility over phases of the 

product life cycle that is usually left to discretion of the customer (e.g. maintenance, re-use, 

disposal etc.). This means that they also have incentives to reduce resource use (as this drives 

costs) in these additional phases and in doing so decrease the environmental impact of the 

products they make. With the use of a simple diagram, Colen & Lambrecht (2013) illustrate 

the diminishing effect that extended producer responsibility has on life cycle cost and how 

this creates a ‘service gain’ compared to regular sales models (see Fig.2 below). In a very basic 

sense, this added value is the main reason why PSS are sometimes touted as a win-win 

solution that enables the convergence of economic and environmental interests.   

  

Fig.2 Service gain of PSS (Colen & Lambrecht, 2013, p.502) 

 

We will now proceed to outline how existing literature details the potential benefits that PSS 

can offer for the involved stakeholders on a more microeconomic level: 

 

For companies 

The PSS concept can give companies the opportunity to see new market opportunities and it 

can help them to improve their strategic market position and in the end their competitiveness 

(Mont, 2002b; Goedkoop et al., 1999; Ceschin, 2014). There are several reasons for this which 

we will now explain in the following section: 

 

·   Offering: Can provide a firm with a more customisable and differentiated offering compared to 

traditional product-focused business models that are standardized (Baines et al., 2007). 
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Providing this sort of offering can also be an efficient way to avoid the commodity trap and to 

prevent price-wars in a potential low-cost position (Tukker & Tischner, 2006b). 

 

·   Value: Can help a company to add-value to an existing product both through the extended 

service and through using less materials, saving energy, recycling and through reuse of parts 

or entire products as a way to save costs or add profits (Mont, 2002b).  

 

·  Relationship: Can help companies improve relationships with customers because of a 

prolonged period of contact that does not end after the purchase (Mont, 2002a; Manzini & 

Vezzoli, 2002). 

 

·   Loyalty: If a firm takes advantage of this increased contact and use customer feedback to 

improve their service-offering, the end-result could be improved customer loyalty (Mont, 

2004). 

 

·    Inimitability: An offering where the value is not tied up in a product but rather in a service 

and intangible knowledge is by consequence more difficult to copy and imitate (Mont, 2002a; 

Manzini & Vezzoli, 2002; Ceschin, 2014). 

 

·    Flexibility: Being close to your customer and having access to feedback means that you as a 

company are better able to respond to changing market conditions and customer preferences 

(Manzini & Vezzoli 2002). 

 

·   Legislation: As we saw, PSS practices can help firms to stay ahead of time and prevent the 

implications of existing and future environmental legislation. It can even prove to be a 

competitive advantage that provides them with a positive brand-image (Mont, 2002b; Mont, 

2004; Ceschin, 2014). 

 

·    Innovation: The improved monitoring of products and services during the use-phase means 

that firms can increase their potential for innovation (Tukker & Tischner, 2006b; Beuren et al., 

2013). 
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For customers 

In more general terms, PSS require a more customer-centric approach which in the end 

focuses more on the needs and value for the customer (Tukker & Tischner, 2006b). This has 

the potential of increasing the total value for the buyer in several ways: 

  

·  Diversity: PSS provides the customer with a wider diversity of choices with different 

maintenance and repair services, payment schemes and product alternatives (Mont, 2002b). 

 

·   Customisation: Added value is provided as the customer-centric focus means that the 

consumer in theory gets more customized offers that better suit their personal needs 

(Manzini & Vezzoli, 2002; Baines et al., 2007; Mont, 2002b). 

 

·    Higher quality: Both in terms of the added service level and the higher incentivisation for 

companies to improve product-quality, the customer receives an offering of higher total 

quality (Manzini & Vezzoli 2002; Mont 2002b; Ceschin 2014). 

 

·     Investment & risk barrier: When the product stays under the ownership of the producer, the 

consumer can receive the satisfaction of a product without making large investments. Also, 

they are not responsible for the costs and problems associated with the use of the product 

such as for example maintenance or repairs (Mont, 2002b; Mont, 2004; Manzini & Vezzoli, 

2002; Ceschin, 2014). 

 

·     Involvement: PSS may include customers more directly in the product-use and development 

phase which provides them with the opportunity to affect the customisation of the offer and 

in the end increase their satisfaction (Ceschin, 2014). 

 

For the environment 

Although PSS traditionally have focused on the mix between products and services to fulfil a 

specific customer need, the sustainability argument has also been prominent and particularly 

in more recent literature. The basic underlying idea is that environmental efficiency can be 

improved because a manufacturer has incentives to continuously optimise resources through 

selling services. In theory, the manufacturer benefits from re-designing products for end-of-

life and extending the life of the product which again reduces material and energy intensity 
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(Manzini & Vezzoli, 2002). In other words, this is a dematerialized solution to fulfil 

consumers’ needs and preferences. As theory points out, improved environmental 

performance can also be a driver of the shift from products to services in itself because of 

enhanced competitiveness (Mont, 2002b, p.39). However, it is important to stress the fact that 

even though PSS as a concept has the potential to tackle sustainability, it does not necessarily 

do this by default (Ceschin, 2014). This notion has to be verified on a case-by-case basis 

(Manzini & Vezzoli, 2002). An interesting study by Tukker (2004), looked at the sustainability 

potential for the eight different archetypes of PSS mentioned earlier. This study actually 

reveals that most types of PSS will only result in marginal environmental improvements at 

best. In some cases, PSS can even lead to less responsible user behaviour which actually leads 

to a negative environmental impact. The type of PSS that showed the most promise in terms of 

sustainability was the one known as functional results. However, this is also the most difficult 

and risky business model to implement. The other types that showed promise were product 

renting, sharing and pooling. 

 

Sum up - Benefits of PSS 

As we have seen, theory describes the potential added value that can be derived from PSS 

through the perspective of the company and the customer. It is important to keep in mind 

though, that this advantage describes the concept at its ideal state and under ideal conditions. 

The notion that PSS does not always create these benefits in practice was already established 

in early research by authors such as Goedkoop et al. (1999) who pointed out that PSS 

potentially come at considerable cost and can require significant investment. Therefore, it is 

essential to assess the economic consequences of building such a system and the value adding 

potential beforehand. Furthermore, we also saw how PSS can provide positive environmental 

benefits but in many cases will only lead to marginal improvements.  That being said, we will 

now take a closer look at some of the PSS-related theory before we proceed to sum up the first 

part of the literature review.  
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3.2.6 Related Theory 

Even though we have chosen to focus mainly on PSS theory, we do recognize that other 

similar concepts exist. In this section we would like to shortly address the adjacent theory that 

we view as most relevant.  

 

When we talk about PSS, two similar concepts that often appear are “extended producer 

responsibility” (ERP) and “eco-efficient services”. As apparent from the names, both of these 

approaches are closely linked to the field of sustainability. ERP is not necessarily tied to the 

creation of services but it is rather a strategy to decrease environmental impact by making 

manufacturers responsible for the whole lifecycle of a product (Lindhqvist & Lidgren, 1990). 

Eco-efficient services however, focus more on producing goods and services while using fewer 

resources and creating less pollution and waste (The World Bank, 2011). We also find other 

related terms such as “service-dominant logic”, “servitization” or “servicizing” with closer ties 

to business management. The service-dominant logic talks about how “marketing has moved 

from a goods-dominant view, in which tangible output and discrete transactions were central, 

to a service-dominant view, in which intangibility, exchange processes, and relationships are 

central” (Lusch & Vargo, 2006, p.2). In many ways this is a restatement of earlier marketing 

ideas although brought together in a new and holistic way. Servitization, is defined by 

Vandermerwe & Rada (1988, p.314) as “the increased offering of fuller market packages or 

‘bundles’ of customer focused combinations of goods, services, support, self-service and 

knowledge in order to add value to core corporate offerings”. The word “servicizing” is based 

on the same underlying principle but seems to be less cited in literature.  

 

During our research, we have come to the realization that most of the mentioned concepts 

have much in common but it seems that PSS is a more established and scientific theory with 

considerably more publications within the field. A simple search on Google Scholar for the 

term “Product Service Systems” (4,100,000 results) vs. a search for the terms “Servitization” 

(4,990 results) or “Servicizing” (1,140 results), demonstrates this. Furthermore, the focus on 

sustainability is fairly prominent in recent PSS literature which was an important motivation 

for our thesis.  
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Finally, we are also aware of potential innovation theory such as Henry Chesbrough’s (2011) 

“Open Services Innovation”, which shares much of the same thinking in terms of moving from 

product to service-centric thinking. However, we found that this concept is very much focused 

on openness and the facilitation of technology and platforms to renew existing business. We 

found that this was not a relevant lens to analyse our start-up companies or the fickle concept 

of barriers which Chesbrough talks little about. 

 

3.2.7 Key points - Part 1 

● We chose to adopt Oksana Monts definition of the concept which incorporates the 

notion that PSS should also provide some sort of environmental advantage. 

● The traditional threefold classification of PSS is inadequate to describe the wide 

variety of business models.  

● Some of the contemporary trends such as development towards ownerless solutions 

drive development of this field and will be important in the future.  

● PSS have the potential to provide superior value to companies and customers alike 

whilst providing a positive environmental impact. However, only in its ideal state and 

under ideal conditions. Environmental improvements are often limited.  

 

This part has been necessary to gain a basic understanding of the PSS concept that we can 

discuss and build on. Although, often described as an idealized concept, we see that one 

should remain critical in terms of its implications. Particularly, the understanding of the 

benefits and added value that PSS potentially can bring will continue to influence the 

remainder of this thesis and how we understand and evaluate our case companies.  

 

3.3 Part 2 – Product Service Systems: The Barriers to Adoption 
The barriers to adoption of PSS represent a focal point of our paper and as such this part of 

the literature review requires us to be more comprehensive and detailed. However, the 

literature we have found on this topic is somewhat scattered and incoherent. We have 

therefore sifted through the literature and focused on articles that had specific mention of PSS 

barriers. Based on a selection of relevant articles, we combined the findings and searched for 
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overlapping themes. The findings were then grouped into categories inspired by Ceschin 

(2014) and Mont (2002b): Internal organisational barriers (challenges tied to the internal 

environment of the service provider), external organisational barriers (challenges tied to the 

stakeholder environment of the service provider), customer related barriers (challenges 

directly related to the customer and customer habits) and other barriers (issues such as 

legislation and increasing labour prices). Most of the existing theory on PSS barriers are 

closely tied to B2B as this is the sector where the concept arose and also where we find the 

majority of existing business cases. Some of the barriers found are mentioned only in one 

source and seem to be based on anecdotal observations. We have chosen to focus less on 

these barriers unless they have special relevance to our research.  

 

The overall goal of this whole section is to map out the existing barriers that have already 

been observed in literature. This will enable us to compare and contrast the barriers we 

identify in our analysis of PSS startups in the B2C sector with what has been observed by 

other authors mainly from PSS providers in the B2B sector. By doing this we hope to clarify 

the potential theoretical contributions of our project.  

3.3.1 Internal Barriers 
 

Lack of knowledge, competencies & experience 

In the category of internal organizational barriers, this is the most cited barrier in our 

selection of PSS literature. One of the first to debate this was Goedkoop et al. (1999) who 

mentioned that not every company desires to combine services with products and not every 

company is capable of doing it. Further, he points to the differences between a product and a 

service-organisation saying that despite their common goal being a satisfied customer, 

services concentrate on a client’s positive relation and satisfaction while product 

organisations mainly seek to make quality products that meet customers need. Staff and 

supporting systems are therefore selected to cater to different core competencies. Where the 

service organization's management style is highly based on commercial data and motivating 

people, the product organisations is based on more skill and control (Goedkoop et al., 1999). 

White et al. (1999) also mention that PSS require new human resources in areas that are often 

not housed within the firm as it requires a deeper understanding the customers businesses 

and production processes. In the UN report, Manzini & Vezzoli (2002) elaborate on this as 
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they mention the potential barrier as lack of knowledge and experience explicitly within these 

different areas: 

 

1.      service design methods and tools 

2.      new tools, which companies can use to assess and implement PSS 

3.      service management systems 

4.      entrepreneurial personnel who are skilled in service development and 

5.      provision, and life-cycle costing methods 

 

Baines et al. (2007) also touch upon this issue as they mention that lack of experience in terms 

of design and delivery of PSS represents a threat to businesses. More specifically, they point to 

the change in structure and the lack of tools and methodologies as a challenge if you are to 

effectively design a PSS. In similar fashion, Martinez et al. (2010) say that the adoption of 

product-service strategy requires acquisition of new capabilities that enable the organisation 

to compete in new service spaces. They specifically also point to the lack of tools and 

techniques to use for the purposes of assessing the internal capabilities of organisations to 

design and deliver product-service offerings. Without any further elaboration, these barriers 

are also mentioned later both by Tukker & Tischner (2006b) and Ceschin (2014). 

 

Conflict between business functions   

 As found by White et al. (1999) in their case study; “where service organizations coexist with 

traditional sales and distribution organizations and incentive and performance measures are 

at odds, conflict can result”(p.29). The main reason for this is that traditional incentives and 

metrics focus on the volume of goods sold or the number of contracts signed while PSS has the 

effect of decoupling product volume from profits. It was found that this shift can sometimes be 

difficult for management and workers to accept. In his article on leasing, Fishbein et al. (2000) 

also identify a similar conflict between business functions, however in terms of product 

design. As he mentions, design conflicts can arise between products intended for traditional 

and products designed for function sales. Designing all products with the durability required 

for functional sales may not be cost-effective if traditional sales are continued. Mont (2002b) 

later paraphrases Fishbein et al. (2000) when she mentions this conflict as a probable product 

development issue for PSS. Manzini & Vezzoli (2002) briefly refer to this barrier but more 
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specifically as the risk of conflict with existing internal procedures and tools such as accounting 

and reporting methods. 

  

Cultural change 

In many instances, the transition from product-sales to PSS, will require an extensive 

organizational cultural change as the internal processes and mind-set of a service-based 

enterprise will differ significantly as we have touched upon earlier. This issue is of course also 

tied to the barriers mentioned above such as a lack of competencies, experiences and internal 

conflicts. The challenge that follows is a necessary cultural change which is pointed out by 

White et al. (1999). But what exactly does this cultural change entail? As specified by Baines et 

al. (2007), PSS requires that a company shifts from ‘product thinking’ to ‘system thinking’ and 

break down the business as usual attitude. They have to overcome potential organizational 

inertia and change the internal mind-set of the organization. Martinez et al. (2010) refer to the 

same issue when they say that the existing culture and tradition inhibits the change. They 

point out the need to alter routines and habits so the organization can adjust people’s mindset 

to the end-consumer. This is further confirmed in Ceschin (2014) who paraphrases the two 

previously mentioned sources and points out the need of a PSS-specific culture. 

  

Resistance to change  

As we know many organizations get stuck on a certain path or trajectory which inhibits their 

ability to change and adapt to new conditions. This was recognised by Mont (2002b) amongst 

others as an important barrier when an organisation is required to extend product 

responsibility beyond the point of sale. Inertia is in many ways something that applies to most 

organizations and in that sense it’s not a PSS-specific barrier although it potentially might be 

more prominent in this context.   

  

Low support from top management, more product orientation than client orientation  

Tukker & Tischner (2006b) further elaborate that company leadership and top management 

can function as a barrier in terms of moving towards a client-oriented PSS. If they are not 

open to new ideas and stuck in their product-oriented mindset, such a transition will prove to 

be very difficult. 
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Cash-flow uncertainty 

When we talk about PSS where ownership of the product is retained by the service provider 

who sells the functions of a product through altered distribution and payment systems such 

as leasing, the cash-flow of the system changes, which brings with it new challenges. Fishbein 

et al. (2000) explains why in a clear and concise manner in his paper on leasing: “When a 

product is sold, the manufacturer typically gets payment at the point of sale, while under an 

operating lease offered by the manufacturer or its subsidiary, payment is spread over the 

term of the lease. The manufacturer must finance the leasing arrangement and assume added 

risk because the customer could go out of business or default on its payments before the end 

of the lease” (p.10). This was also mentioned later by Mont (2002b) in her article on drivers 

and barriers of PSS, where she writes the following about cash-flow uncertainty: “Stems from 

the changeover from short-term profit generation at the point-of-sale to medium- and long-

term amortisation periods in service oriented solutions based on leasing contracts” (p.94). 

Tukker & Tischner (2006b) put it nicely in their book when they explain that PSS involve 

more financial risk as selling is easier and quicker money. 

 

Over-diversification of activities 

Mont (2002b) was the first on to point out the issue of over-diversification for companies who 

engage in PSS. More specifically. She claims that when firms attempt to provide an entire PSS, 

they risk spreading their expertise to thin over a wide range of activities which at the same 

time weakens their core competencies. She therefore stresses the importance of engaging in 

partnerships. This potential barrier was also mentioned in Cook et al. (2006) where he 

paraphrases Mont. 

  

Uncertainty about product return-flow  

A potential issue and often mentioned problem for companies who do remanufacturing is 

according to Mont (2002b) the uncertainty in terms of product return-flow from customers 

back to producers. However, as she mentions there are also many potential solutions to this 

issue such as warranties or offering customers to trade in their products when buying a new 

one. 
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Difficulty to quantify savings 

Manzini & Vezzoli (2002), mention in their UN-paper that a barrier for firms is the difficulty of 

quantifying the savings arising from PSS in economic and environmental terms. As they point 

out, this particularly becomes an issue in terms of “marketing the innovation to stakeholders 

both inside and outside the company, or to the company’s strategic partners” (p.15).   

 

Balancing environmental goals with customer priorities 

Mont (2002b) also mentions that there is a potential issue of balancing environmental goals 

with satisfying customer priorities. The reason she says, is that environmental benefits that 

can be offered by service-oriented solutions are sometimes reached by lowering the comfort 

level for the customers. Of course an ideal PSS should deliver both of these benefits and if it 

doesn’t the suitability of such a business model should be questioned. 

  

Reaching critical mass to become economically sustainable 

In their book “New Business for Old Europe” Tukker & Tischner (2006b) make a point that for 

a PSS to be commercially successful, it needs some sort of critical mass. Since most PSS start 

on a small level which is often economically inefficient, a company might encounter 

difficulties in keeping the business model on the market. This is especially relevant for use-

oriented PSS such as leasing-models where there is a change in cash-flow as mentioned 

earlier. 

3.3.2 External Organizational Barriers 
 

Relationship with stakeholders 

Manzini & Vezzoli (2002) postulate that with PSS there is a certain element of partnership 

interdependence which can lead to reduced influence of business decisions and potentially a 

loss of control of core competencies. The reason for this partnership interdependence is 

explained well by Baines et al. (2007) who state that because a PSS rarely can be delivered by 

a single organisation, several stakeholders need to be involved. Thus, it is necessary for 

organisations to change their traditional structures to accommodate their involvement with 

partners and stakeholders (Baines et al., 2007).  This is also noted by Martinez et al. (2010) 

who say that when delivering an integrated offering, a different degree of insight is necessary 

which subsequently calls for a higher degree of cooperation with the supporting network. 
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They specifically mention the need for more knowledge and information sharing. Ceschin 

(2014) gathers these different arguments when he points out the possible conflicts that close 

relationships with stakeholders could bring such as fear of sharing sensitive information, 

diffused control of core competencies and decisions and conflict of interests (PSS companies 

reducing sales volumes, while traditional retailers still want to increase volumes). Goedkoop 

et al. (1999) ties this barrier specifically to the involvement of distributors. They point out 

that if a new PSS changes existing structures, a powerful distributor or another third party 

who is affected can seriously threaten the business or at the very least put it under a lot of 

pressure. 

 

 Conflict of goals between different links in the value chain 

Particularly this last point of conflict of goals between different links in the network has been 

pointed out and noted by other authors. Mont (2002b) for example shortly states that there is 

a potential conflict of interest between companies who aim to reduce sales volume and 

material products and the more conventional interests of retailers who want to sell more 

products. This specific barrier is also mentioned in Tukker & Tischner (2006b).   

 

Opposition of the personnel from the business customer 

Mont (2002b) expresses that a potential conflict of interest that can arise with PSS is the 

opposition of the personnel from the business customer when a service provider enters the 

market with their activities. As she states, this issue will arise when the personnel feels that 

the service provider more or less takes over their jobs. Of course, this barrier limits itself to 

the B2B as the customer in B2C will be the end-consumer and not a business customer who 

fulfils a function through their job. 

 

3.3.3 Customer Related Barriers 

The next category of barriers that was found in the existing literature on PSS, are the barriers 

that are related to the customers’ adoption of PSS business models. The prevalence of PSS in 

the B2B sector has led to a much higher representation of organizational clients over private 

clients in PSS related articles. Consequently, the barriers on the customer's side are often a 

result of an analysis of B2B cases rather than B2C cases. In some instances (that will be 

covered in this section) authors are explicit as to whether a certain barrier is specific to a 
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customer type, i.e. organizational vs. private, but generally the literature is ambiguous 

concerning whether or not findings can be applied to private customers as well. Because none 

of the reviewed articles were purely based on B2C cases, we concluded that any barriers 

without a specific mention applied by default to B2B cases as a minimum.  

 

Market Acceptance 

PSS is a novel business model that diverges from traditional product sales, and providers of 

PSS have first to prove the worth of this untraditional offering (White et al. 1999; Mont 2004). 

Mont (2002b) states that difficulties in gaining customer acceptance are amongst the most 

cited external barriers for the spread of service-oriented solutions. Manzini and Vezzoli 

(2002) are more specific in their report for the UN, “[t]he main barrier to adopting PSS in 

developed countries is the cultural shift necessary for the user to value ‘having a need or want 

met in a sustainable way’ as opposed to ‘owning a product’.” (p.15) Baines et al. (2007) 

reiterate this point in their review on the developments in the PSS field, and Ceschin (2014) 

agrees that the current norm of ownership is discouraging the adoption of ownerless 

solutions. 

  

It seems that there are two issues related to the newness of PSS models and customer 

acceptance, one is that in order to challenge traditional sales models PSS providers must 

develop strong and convincing arguments for their model (assuming that it is indeed better as 

theory suggests), and second, a shift in the current consumption paradigm is necessary to 

support PSS adoption. The former is a challenge especially with private customers because 

the producer must catch the customer’s attention in a very limited span of time or space or 

else customers will resort to their traditional criteria for purchasing decisions, where price 

more often than not is the most important (Mont, 2002b). Furthermore, the intricacies of PSS 

can be difficult to communicate, for example, the synergies between the different components 

of a PSS. A well designed PSS will deliver a value that is more than the sum of its parts, if the 

PSS is dismantled at the customer’s convenience (e.g. removing elements due to price 

considerations) the model may not be able to realize its added value (Martinez et al. 2010). 

Ceschin (2014) elaborates that the lack of knowledge of PSS amongst customers creates 

uncertainty regarding risks, costs, and responsibilities, which impedes their understanding of 

the benefits of PSS. The institutional perspective that Mont (2004) adopts clarifies the 
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relevance of the aforementioned cultural shift, explaining how prevailing normative 

institutions can complicate the transition towards more sustainable consumption patterns by, 

for example, establishing a norm around the pursuit for material intensive economic growth. 

 

To add to the challenges of gaining general market acceptance, Mont (2002b, p.94) points out 

that customer behaviour in relation to PSS adoption is still understudied, and it seems that the 

fundamental assumption that customers are just as, if not more, motivated by the product 

function rather than its ownership needs to be reconsidered. White et al. (1999) also note that 

reducing costs for the customer in itself is not sufficient, it must also be evident that there is a 

service level improvement compared to the existing in-house solution or third party 

contractor for PSS to gain market acceptance. Delivering PSS requires close coordination with 

the customer, often between different departments as well, and it can be challenging to 

convince clients that this can be done more effectively by an external PSS provider than the 

in-house alternative. 

  

Goedkoop et al. (1999) agree that market or customer acceptance as a key issue for PSS 

providers, to the extent that it is included as one of the four axes of their model to 

qualitatively analyse the economic and ecological potential of PSS. The difficulty to 

communicate the benefits of PSS due to their complexity can decelerate market introduction. 

To alleviate issues of customer acceptance that are tied to the complexity of PSS some 

companies choose to innovate and introduce PSS models stepwise. It is evident from 

Goedkoop et al.’s (1999) framework that close attention to marketing elements is essential to 

gain customer acceptance e.g. acquire in-depth knowledge of the market, customize the PSS 

features to their targeted segments etc. Additionally PSS providers must also consider 

questions such as, whether customers accept the closer relationship with the producer, if the 

total offer solution speaks to the customers, and if it is possible to identify the underlying 

customer need (Goedkoop et al., 1999).  

 

Socio-psychological factors 

Goedkoop et al. (1999) brings to attention that certain product categories, for example, cars 

and yachts, act as status symbols and are thus enmeshed with high emotional value. This role 

of products, however, is tightly linked to ownership and thus functional sales of such products 
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can have a lower appeal. Mont (2002b; 2004) and Ceschin (2014), apart from confirming the 

role of material possessions as status symbols and indicators of success in life, elaborate on 

the socio-psychological factors that contribute to customers’ desire for product ownership. 

For example, product ownership can provide a sense of control (Mont, 2002b) and consumers 

increasingly identify with their possessions rather than the communities they belong to due to 

the individualization of society (Mont, 2004; Ceschin, 2014). 

  

Similarly, the idea that material consumption leads to improved quality of life and wellbeing 

hinder the adoption of more sustainable solutions that are not related to frequent purchasing, 

replacing, and accumulating of material possessions (Mont, 2004). Ceschin (2014) comments 

that high material prosperity does not necessarily lead to happiness, however economic and 

political institutions have led consumers to believe that this is the case, making the pursuit for 

material prosperity an expected behaviour.  

  

Furthermore, there are some issues that come to surface when use-oriented PSS are realized 

in the form of leasing models. Despite the fact that seen from the provider’s perspective, use-

oriented PSS are different from traditional leasing schemes, it is hard for customers to 

separate themselves from the image they have of leasing or renting a product. White et al. 

(1999) and Mont (2004) point out that just as material possessions can be status symbols, 

leasing can be an indication of low socioeconomic status as it often implies a current inability 

to purchase the product. At the same time leasees are paying a high interest implying that it is 

unfavourable in the long term (White et al., 1999) and leasing schemes are often associated 

with low quality service and a sacrifice of freedom (Mont, 2004). Fishbein et al. (2000) also 

explain how on top of the interest inflating the cost of leasing compared to buying a product, 

customers often forget that costs that are not covered when purchasing a product are often 

included in the price of an operating lease, adding to the expensive image of leasing.  

  

Life-cycle costs/Total cost of ownership 

In addition to the point consumers automatically associate an expensive image with the word 

leasing, several authors (e.g. Mont, 2002b) explain that the inability to calculate life cycle costs 

of products leads to the purchase of products becoming artificially cheap compared to PSS 

leases. Fishbein et al. (2000) clarify this through a well-documented case study on Electrolux’s 
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functional sales of washing machines, stating that customers forget about the extra costs that 

will arise during the lifespan of a washing machine such as service and maintenance, and 

supplies, that will not be accounted for in the shelf price of a washing machine. Therefore, 

functional sales which actually incorporate such costs in their price will seem high in 

comparison and will deter consumers from this alternative. Ceschin (2014), who further adds 

disposal costs to the costs mentioned by Fishbein et al. (2000), specifies that this is 

particularly relevant to the B2C sector, and that it adds to the challenges associated with 

communicating the economic benefits of PSS solutions. 

  

Moreover, there are other costs apart from the life cycle costs that are not included in the 

shelf price of industrially produced goods making it all the more difficult for PSS to compete. 

For example White et al. (1999) describes how when the opportunity costs of the up-front 

capital investment are not considered, this contributes to regular purchase and ownership 

seeming like the economically preferable option. Likewise, the costs of environmental and 

social externalities are not incorporated in the market prices of goods, putting sustainable 

solutions that are designed to account for these issues at a cost disadvantage (Ceschin & 

Vezzoli, 2010 in Ceschin, 2014). 

  

Attitudes towards refurbished products 

Some authors express that unenthusiastic attitudes towards refurbished products can create 

misalignments between the providers’ and the customers’ evaluation of a PSS value 

proposition, thus hampering adoption. The case studies in Mont’s (2002b) paper showed that 

companies have to substantially lower prices to sell refurbished products and some 

companies prefer not to be associated with refurbished or second hand products because they 

can have adverse effects on their brand image. Ceschin (2014) underlines that, similarly to the 

discussion on leasing as an indication of lower status, refurbished products too are often 

considered as a symbol of ‘second-class’ status. 

  

Access to info and privacy 

An important feature of PSS is the increased service level which often includes elements such 

as better delivery, maintenance, and take back services, all of which contribute to a closer 

relationship between the provider and the customer. It is clear that this is a desirable 
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condition for the provider to better understand their customers. However, in addition to the 

aforementioned issue that a closer relationship with the provider is not unconditionally 

preferred by customers, these higher level services generally necessitate physical or remote 

access to the customers’ facilities and information, which can be experienced as an intrusion 

of privacy (Tukker & Tischner, 2006b). Mont (2002b) found that access to information about 

performance parameters at customer production sites is a sensitive area and a high level of 

trust is required for PSS solutions to be applied. Ceschin (2014) argues that as well as privacy, 

owning a product comes with a sense of hygiene and intimacy which solutions based on 

ownerless access cannot provide. 

 

Lack of product care 

From interviews and case studies Mont (2002b) observes that many companies are worried 

about potential lack of care from customers’ side when they do not own the products they use. 

Some of the companies that were studied had encountered such behaviour but used economic 

incentives for customers to encourage more considerate use of products. Ceschin (2014) 

briefly mentions the same issue in relation to a transfer of ownership from customer to 

provider and paraphrases Mont. 

 

3.3.4 Other Barriers 

 

Lack of regulation & legislative support 

Apart from the organisational and customer barriers, this is one of the most frequently 

mentioned and seemingly pressing challenges for companies engaging in PSS. Early on 

Fishbein et al. (2000) implied that certain legislation, or lack thereof, can seriously hinder PSS 

implementation. One specific example that is mentioned comes from a case study on 

Electrolux and their efforts to implement a functional sales program for washing machines. 

Here, it is pointed out that an issue for the company was the legislation for electronic 

equipment that allowed manufacturers to pool the costs of take-back across the industry, 

instead of requiring them to take back their own products. This hindered the company to 

realize the economic benefits of products designed for end of life. Mont (2002b) also cites 

regulation both as a barrier but also as an important driver. In fact, the author states that 

legislation is the most critical factor found in both literature, interviews and case studies for 
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shifting towards servicised solutions. This issue has also been raised in later literature by 

authors such as Ceschin (2014) who claims that regulation is paramount for the promotion 

and diffusion of PSS. As Tukker & Tischner (2006b) point out, the current governmental 

regulation policies are in disproportionate favour of the transactional economy of high 

economic growth based on individual ownership. 

 

High labour prices 

As service-oriented offerings often require labour intensive solutions such as repair or 

maintenance, high prices on labour can represent an important barrier (Mont, 2002b; Cooke 

et al., 2006). Since the cost of labour is increasing, it can be cheaper for customers to buy 

products instead of investing in labour-intensive PSS solutions (Ceschin, 2014). 

 

Cultural sensitivity 

In important point that is made in some of the literature on barriers is that the likelihood of 

success of PSS will depend on the socio-cultural context (Mont, 2004). Even though the notion 

that material prosperity is the way towards happiness can be found both in industrialised and 

developing nations, there will be cultural differences. Diffusion will differ amongst locations 

and some more communal cultures such as Holland or Scandinavia are likely to be better 

suited for PSS (Ceschin, 2014). 

 

PSS market underdeveloped - lack of competition = higher prices, lack of demand 

In her article on institutionalisation of sustainable consumption, Mont (2004) proposes that 

the market for leasing and sharing agreements is particularly underdeveloped for private 

customers. This means that there is a lack of competition that again leads to higher prices and 

consequently a lack of demand. This has also been reiterated by Cook et al. (2006). 

 

Low resource prices 

From a case-study of a company who does carpet recycling Mont (2002b) notes that because 

the raw materials used in carpet production are so cheap, recycling is actually more costly 

compared to production based on virgin raw materials. She also notes that because of 

technological progress in manufacturing, producing from virgin raw material can in certain 

industries continue to become even more cost-effective in the future. 
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Have to compete with DIY or black economy in B2C compared to B2B 

In a study concerning the potential of PSS for households, Tukker & Tischner (2006b) note 

that this businesses in this sector will have to compete with do-it-yourself alternatives, as well 

as lower wages and tax evasion through the black economy. It is not unlikely that this barrier 

also applies to certain other sectors, particularly in the B2C sector. 

 

3.3.5 Key Points - Part 2 

● Internal barriers: Lack of competencies, knowledge and experience can be detrimental 

barriers when venturing into PSS. However, most of the findings (e.g. conflict between 

business functions or cultural change) are based mainly on B2B research and 

companies transitioning into PSS. 

● External barriers: PSS inevitably involves a wide array of partners as one cannot 

deliver an entire service alone. Stakeholder management is therefore key but also a 

major challenge and a potential barrier.  

● Customer-related: Customer acceptance and understanding of the value proposition is 

absolutely key for the success of PSS. Socio-psychological factors increase the 

complexity of this issue and in particular with private consumers. 

● Other barriers: Lack of regulation and legislative support is a fundamental barrier 

today which makes it difficult for PSS to compete with regular product-sales. Other 

macroeconomic barriers exist but are difficult to mitigate.  

 

This in-depth inquiry into PSS barriers has been conducted to inform the further analysis of 

our first research question. As theory in many cases outlines barriers related to B2B markets 

and incumbents transitioning into PSS, it will provide us with an interesting mode of 

comparison. Looking at literature and comparing it to our own findings, allows us to observe 

if there are any clear resemblances or differences and as such confirm or discredit the novelty 

and value of our research.  
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3.4 Limitations of PSS literature 
After sifting through much of the PSS literature, it has become apparent to us that there are 

certain shortcomings to this theory. In the following section we would therefore like to 

address the relevant issues that we have observed in the process of writing this thesis. As we 

have pointed out earlier, the PSS field is fairly young and theory is still developing. 

Nevertheless, it seems that the existing concept is somewhat characterized by ambiguity and 

incoherent terminology. First of all, there is no generally accepted definition of the term PSS. 

Although some are more commonly used than others, the various definitions choose to focus 

on very different aspects. Some describe PSS as a strategy, some as a business model, some as 

a type of offering and others focus on the notion that PSS should lead to a lower 

environmental impact. Second, the field is studied within a range of different disciplines such 

as for example marketing, engineering or strategy. This has led to a great spread in the theory 

where there is little interdisciplinary work and little widely accepted theory that the field can 

agree on.  

 

A particular issue that we have encountered is that the PSS concept is simply too broad and 

perhaps especially when defined as a business model. As we saw in the literature review, the 

classical typology divides PSS into three classes; product oriented, use oriented and results 

oriented. Businesses that fall within these classes can differ significantly in many aspects and 

some have little in common apart from the fact that they contain some elements of service. A 

sharing concept such as Uber does not necessarily have much in common with a company 

who provides a maintenance contract on top of selling coffee machines to business customers 

for example. Nonetheless, they both fall within the PSS typology which serves to prove that 

the concept is perhaps too broad. As pointed out by van Ostaeyen et al. (2013), it is 

particularly problematic to apply the classical PSS typology because it fails to capture the 

complexity of case examples that can be found in reality. Tukker (2004) later demonstrated 

that this typology in fact can encompass eight different business models which serves to 

support this notion. Another issue that we would like to highlight is that there is very little or 

no separation between the B2B and B2C domain (and customer types for that matter) in 

current literature. As PSS revolves around creating economic benefits for the provider and 

improved value for the customer, it is highly relevant to discuss the influence of the customer 

type. The value of a service will be determined by the end-consumer and we believe that there 
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are important differences between organizational buyers and private customers. Different 

markets and customer types will assess value differently and especially when we discuss 

issues pertaining to ownership.  

3.5 Part 3 - B2B vs B2C dynamics 
Having covered the literature on PSS we turn our attention to the differences between 

marketing in B2B environments and B2C environments. From the PSS literature, it is clear 

that PSS have been implemented mostly in the B2B sector and the barriers that arise when 

operating in a B2C environment are still understudied. This as mentioned earlier is also one of 

the motivations behind the research objective of this paper. 

 

It is widely accepted that marketers must pay careful consideration to the contexts they 

operate in to effectively sell products and services (Kotler & Armstrong, 2004). Avlonitis et al. 

(2014) stress the relevance of this in their guide to servitization as a source of 

competitiveness for, in their words, “value propositions that integrate services with product 

offerings” (p.10). The type of customer that is being marketed to, whether this is a private 

customer or an organizational customer, is a key characteristic of the marketing context. This 

is apparent from the fact that many sources present the two contexts distinctly and highlight 

the characteristics that are unique to each (e.g. Kotler & Keller, 2012; Kotler & Armstrong, 

2004). Fern & Brown (1984) criticize this commonly accepted dichotomy, however, claiming 

that it is neither academically nor empirically founded. They further suggest that the 

differences within the two categories are of greater order than the differences between them, 

and that the classification is unjustified and investigating the similarity between the two 

would be a more productive approach to develop marketing theory.   

 

Nonetheless, in light of the paucity of PSS in the B2C sector and the responses from expert 

interviews, we find the relevance of focusing on B2C marketing characteristics vis-à-vis B2B 

marketing characteristics to be justified. Unfortunately, in concordance with Fern & Brown’s 

(1984) critique, the available material  on the ‘industrial vs commercial’ marketing 

distinction, as it is sometimes called, is not profoundly scientific and consists mainly of 

descriptive observations. Therefore, in this section we will provide a brief overview of the 

distinctions between the characteristics of organizational customers and private consumers 
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and how this influences marketing strategy as presented in marketing literature. The section 

is organized by the criteria which were found in marketing literature that set B2B and B2C 

environments apart from each other and were found to be particularly relevant to PSS. 

3.5.1 Size of target market and transactions: Fewer, larger buyers vs. many 

smaller buyers 

In general there are fewer subjects in the B2B market, and for that very reason the value of 

each transaction and amount in purchase is much larger (Kolis & Jirinova, 2013, p.23). Large 

organizations invest a significant amount of time and money to find the right suppliers before 

they eventually settle on contracts of substantial value that often span over longer periods of 

time. In the business market, it is not unlikely that a small number of buyers represent your 

firm's main source of revenue (Bonoma, 2006). This also gives rise to an element of 

interdependence between the buyer and the seller that does not exist in the B2C environment 

(Glynn, 2009, p.200). As mentioned, the seller is dependent on the buyer to sell their goods 

and make a revenue while the buyer is dependent on the seller because of the relatively high 

switching costs that exist in a B2B context. Depending on the nature of the product and the 

degree to which it is customized, switching suppliers is costly both in terms of time and 

money for a buyer. Also, it is not unusual that aspects of the purchasing cycle, end-product 

specifications, and product equipment is linked to the current supplier which makes 

switching more painful when we compare it to the B2C market. This interdependence is also 

likely to influence loyalty but we will discuss this further in the section where we talk about 

the nature of relationships in B2B vs. B2C. 

3.5.2 The decision making unit: Buying centre vs Family & friends     

A unique aspect of the organizational buyer is the dynamic of the buying centre. Consumer 

purchasing decisions can also involve multiple stakeholders (e.g. family members and close 

social ties), however it is rarely the case that the ‘decision-making unit’ is very complex and 

consists of diverse professionals as in B2B contexts as described by Bonoma (2006) for 

example. A buying centre consists of “all those individuals and groups who participate in the 

purchasing decision-making process, who share some common goals and the risks arising 

from the decisions.” (Webster & Wind 1972 in Kotler & Armstrong, 2004). Bonoma (2006) 

underlines the importance of understanding the different roles of the members of a buying 

centre for the seller in order to make effective sales. Different authors have slightly varying 
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classifications of these roles, for example Kotler & Keller (2012) mention seven categories, 

whereas Bonoma (2006) and Webster & Wind (1972) classify six and five groups, 

respectively. There is unanimity concerning the core five roles as originally distinguished by 

Webster & Wind (1972), they are: Decider, Influencer, Buyer (some later authors have used 

the word Purchaser instead), Gatekeeper, and User. Categorizations of such roles can also be 

observed in B2C marketing material (e.g. Solomon et al., 2010), one may for example be able 

to imagine a situation where a father pays for the clothes that a mother chooses for her 

daughter to wear. However, the key distinction is that the people that fill these roles in a B2B 

context are well-informed professionals or experts who may carry with them different logics 

but also have the common goal of reaching the optimal solution for the organization. As such 

in order to reach consensus, opinions as to the purchasing decision must be much more fact-

oriented and rational in a B2B context as explained in Section 3.5.4.   

3.5.3 Nature of the relationship: Relationship driven vs. product driven 

While business markets and consumer markets both attempt to transform prospects into 

buyers, there are fundamental differences between the customer relationships. We say that 

business markets are relationship driven because the whole negotiation process between the 

buyer and the seller requires a more personal marketing approach. The product offering is of 

course important but of equal importance is the ability to influence, convince and create trust 

amongst strategic decision makers in the customer-organization. In Bonoma’s (2006) words, 

“buyers constantly look not only for the best deal but also for the vendor that best 

understands them and their needs” (p.174). A B2B company needs to focus on relationship 

building and in many cases they assign key account managers to certain prospective buyers to 

nurture and develop the relationship into a sale. 

 

In contrast, the B2C environment relies more heavily on communicating the benefits of the 

end-product (Kotler & Keller, 2012). Considering the significantly larger target market, it is 

not feasible to rely on the same degree of personal interaction as in the B2B context. The 

majority of customer interaction will happen through advertising, promotions, social media or 

transactions. Thus, you will be forced to mass communicate and to convince the consumer you 

will have to clearly point out how the product or service can help and benefit them personally. 

If they are not convinced the first time, the opportunity has most likely passed. 



50 
 

 

This multiple-step sales and buying process in B2B vs. the single step process in B2C makes 

the business market a more suitable arena for establishing trust and eventually customer 

loyalty (Kolis & Jirinova, 2013). Through a lengthy and fairly complex process, they have the 

opportunity to develop an informed understanding of each other's’ expectations and needs 

through fairly direct and personal communication channels. This also provides an opportunity 

or platform for B2B sellers to receive more frequent and direct customer feedback compared 

to B2C contexts (Boundless.com, 2015). In the consumer market, you have fewer 

opportunities to create trust and often through more indirect communication channels. Once 

you have established trust, you need to continually convince the customer through your 

offering if they are to become and remain loyal. As mentioned earlier, the element of 

interdependence between the buyer and seller does not exist in the B2C environment and the 

customer is therefore more likely to switch providers if you fail to deliver as promised. Kolis & 

Jirinova (2013) wrap this up neatly by explaining that “because pure and discrete transactions 

are rare in B2B, the importance in B2B is not only about the product or service, but also in the 

customer relationship” (p.24). 

3.5.4 The buying decision: Rational vs. emotional 

An important distinction between B2B vs. B2C markets relates to the buying decision and the 

factors that affect this choice. A business consists of a network of people and there are many 

different stakeholders connected to the organization as is evident from Wind & Webster’s 

framework (1972, p.15). As mentioned earlier, the buying decision in a B2B context often 

involves sizeable and often long-term investments. The potential ramifications of these 

considerable investments are not only personal but widespread and they will affect not only 

the decision-makers but all employees and stakeholders. This of course means that the 

perceived risk of making the wrong decision is high and consequently businesses tend to be 

very meticulous when they make these choices. Another important point, is that B2B 

purchases must be justified in economic terms as their end-purpose should be to improve the 

bottom-line of a company (Wind & Webster, 1972, p.12). For these very reasons, buying 

decisions in business markets are often based on well-informed and technical analysis of the 

features a product offers and how it will help them save time, money or resources. 
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In B2C however, the buying decision is often based on a more immediate want or need. The 

decision to buy is usually made at the point-of-sale and the purchase tends to be of a more 

impulsive nature (Cohn, 2015). Although, information is more readily available today through 

the internet, the consumer possesses limited knowledge and they are not technically 

equipped to consider economic implications such as total cost of ownership. Furthermore, the 

decision typically lies with only one person and the potential consequences of a purchase are 

less severe if we compare it to the B2B context. So, even though consumers also consider 

important rational attributes such as price or quality, they tend to be considerably more 

emotional in their decision-making process (Boundless.com, 2015). This means that more 

intangible factors such as status, excitement or desire come into play and are more influential 

when a customer makes the decision of whether to buy or not. 

3.5.5 Key Points - Part 3 

In summary, the key distinctions between B2B and B2C marketing are: 

● Fewer larger buyers in B2B environments such that each customer is proportionally of 

lower importance in B2C contexts. 

● The purchasing decision in B2B environments is often time-consuming and carried 

over multiple stages that are centred on rational arguments and technical 

information/facts. In contrast, B2C purchasing decisions are more emotional and 

impulsive, incorporating intangible values (consciously or not) and intuition. 

● Purchasing decisions are made by buying centres in B2B contexts and involve more 

influencers and stakeholders than in B2C purchasing decisions. 

● B2B marketing is relationship driven where trust based on an interdependence 

between supplier and client is vital. In B2C environments however, the sales of a 

product is much less dependent on the human relations between the seller and buyer 

but rather the product itself and the imagery associated with it. 

 

These findings will drive our inquiry into RQ2 which attempts to see whether marketing 

differences between B2B vs. B2C markets can explain the barriers residing from PSS in B2C 

contexts. As the goal is to generate working hypothesis, these findings will be the basis for 

what could be described as informed perspectivation and speculation.  
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Chapter 4 - Analysis & Results 

 

The analysis is split into three main parts where Part 1 describes our three case companies 

and the latter two parts reflect our two research questions. Part 2 starts with an analysis of 

the qualitative interviews from our B2C case companies, Bundles and Mud Jeans. Our goal 

here is to uncover the various barriers that they have experienced as PSS startups. The 

various sections under each case analysis therefore have headlines that reflect the barriers we 

observed from each of them. After analysing each case, we have a section where we compare 

and contrast findings from the two cases. This allows us to see which barriers are experienced 

by both companies and to compare how they have influenced our cases. In this section we also 

compare the various findings described, to the barriers we found in literature. Doing this 

allows us to see more clearly how our cases differ from theory. As theory focuses mainly on 

large corporations and the B2B sector, we hope to signify how PSS startups in the B2C sector 

experience barriers. Furthermore, this allows us to see more clearly the implications and 

significance of our research which we will review further in the discussion chapter.  

 

Part 3 starts with a breakdown of the interview with our B2B case, Dutch aWEARness. Here, 

we try to extract relevant information that can guide our inquiry into RQ2. Next, we outline 

and discuss the three different working hypotheses that we have developed. These 

hypotheses have arisen based on the literature review of B2B vs. B2B marketing dynamics, 

insights from our B2B case, and from our findings in RQ1.  Additionally, although our expert 

interviews are not a core part of the analysis, they have been included where relevant as 

supporting statements to highlight certain points. As mentioned earlier, although based on 

empirical observations, the hypotheses are somewhat speculative and they are primarily 

meant to inspire future research. 

 

Finally, we remind readers that from henceforth in the analysis the acronym “PSS” is used to 

refer to “leasing and performance based PSS” as described in relation to Tukker’s (2004) 

categorization of PSS in Section 3.2.3 of this paper (p.26), and not the whole spectrum of PSS 

models. Below we provide a visual representation of the structure of the analysis.  
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Fig.3 Analysis Structure 

 

 

4.1 Part 1 - Case Study Descriptions 

4.1.1 Bundles 
 

Origin & the Idea 

In 2014, Marcel Peters founded the company Bundles - a pay-per-use leasing business for 

washing machines. Through his employment in a Dutch utility company, he came in contact 

with Miele, the German manufacturer of domestic appliances. During this interaction he came 

to know that around 60% of households were interested in using a high quality washing 

machine but in fact only 20% did use one (App.1, p.1). The main reason, he says, is the high 

acquisition cost of such an appliance. Furthermore, Peters came to the understanding that a 

high-quality appliance can perform many more washing cycles during its lifetime compared to 

a cheap alternative, it is more energy efficient, will produce a better output in terms of fabric 

wear, and contains more reusable materials if it is built for quality. These insights combined 

with a personal concern for the amount of waste that we are creating in our households and 

his expertise concerning smart metering, big data analytics, and mobile customer 

engagements, gave birth to a business idea. 
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Through a subscription service, the company offers consumers access to a high-quality 

washing machine and improved energy awareness. Bundles would remove the up-front 

acquisition cost for the consumer, help them to use less energy and at the same time lower 

their environmental impact and contribute to a circular economy. The machines would 

eventually be taken back when people are finished with them, to ensure they are reused or 

disposed of properly. Eventually, the goal would be to create a circular loop where people are 

incentivized to purchase better washing machines and to create washing machines that are 

better suited for recycling (ManageEnergy.net, 2015). The idea resonated with a Miele 

distributor who agreed to support the company and Bundles gained access to their first high 

quality appliances that were purchased at a discount from the appliance manufacturer. 

 

The Service Offering 

The Bundles customer receives a state-of-the-art Miele WKG 120 WCS appliance without 

paying the up-front acquisition cost. An engineer will arrive at your home, install the washing 

machine and explain you the basics of how this appliance works. If you have an old appliance 

they will remove and dispose of it free of charge. With their pay-per-use subscription service, 

Bundles offers different membership options ranging from 15 up to 40 loads per month 

depending on how often a household washes. For example, the membership costs € 20.95 per 

month for 15 loads, € 24.95 for 25 loads and € 30.95 for 40 loads.  If customers do not use 

their maximum quota of washes in any month, they are refunded € 0.50 per wash for up to 

three loads. In similar fashion, they pay € 0.50 for every load which exceeds their limit 

(ManageEnergy.net, 2015). 

 

The membership includes maintenance and guidance enabled by the “Bundles Buddy” smart 

plug which helps customers track their usage. This data tool, which is connected to the 

internet, measures electricity flows every two seconds and the energy data is transformed 

into washing cycle data, repair signals and other asset management data (Ecosummit.net, 

2015). The idea is to apply data analytics and to use this information in mobile customer 

engagement through the Bundles App. This way they can incentivize the customer to use their 

appliance more effectively by choosing the right program and reducing detergent, water and 

energy use .This will not only save the consumer energy and money but also enhance the 
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performance and extend the lifetime of the appliance (App.1, p.2). The key here of it is to 

effectively communicate energy usage and to give them advice on how they can alter their 

behaviour to lower the bill. 

 

Results & Future 

Initially, Bundles rented out 15 units in their pilot project. The early phase showed promised 

and their first customers were very satisfied with the concept (App.1, p.6). According to one 

source, Peters was recorded saying: “People are amazed by how much the machine is used and 

how many cycles. Somehow they are motivated to improve and immediately start using less 

energy. Seeing the impact of an individual appliance really helps people to act as responsible 

consumers” (Manageenergy.net, 2015). Following their proof of concept, Bundles managed to 

raise € 410,000 in funding from investors and through a crowdfunding platform in November 

2014 (Bundles, 2014). Currently 140 households have subscribed to the business model and 

they have recently completed a second round of financing where they received backing for 

230 appliances through crowdfunding (Ecosummit.net, 2015). In the future, Marcel Peters 

plans to apply the concept in other markets and appliance categories. He thinks that the 

combination of the pay-per-use model and their big data software platform could be attractive 

for other household appliances. One idea is to do the same with high-quality coffee machines 

by removing the initial investment hurdle for consumers, reducing appliance maintenance 

cost and increasing its lifespan, wasting less energy, less coffee, and less money 

(Manageenergy.net, 2015). 

 

4.1.2 Mud Jeans 
 

Origin & the Idea 

Bert Van Son, the CEO of Mud Jeans, found after 30 years of experience in the fashion industry 

that there must be something that can be done to make the industry less detrimental to the 

environment. After oil the fashion industry is currently the second most polluting industry in 

the world. Concepts such as fast fashion faithfully characterize the unsustainable aspects of 

the linear economy and feed the take-make-waste mentality that has permeated both the 

producers and consumers. Clothes are being discarded while the materials themselves are 

still usable, both because of constantly changing trends and because of poorly produced 
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clothes that wear out too quickly. Van Son explains how the 24 billion kilograms of cotton that 

is produced annually accounts for 25% of global pesticide and insecticide use and occupies 

2.5% of cultivated land (Van Son, TEDxTalks, 2015). Unfortunately, the concerning practices 

of the fashion industry are not limited to environmental degradation but there are many 

social issues as well. There are several well known cases of fashion giants using underpaid 

workers in developing countries or having them work in hazardous environments. The 

problems are not only in the production, there is also a growing concern about the 

consequences of the careless incineration and landfilling of the disposed clothes, a result of 

low rates of recycling clothes. Incineration of garments alone is responsible for 10% of global 

CO2 emissions (Van Son, TEDxTalks, 2015). 

  

Van Son aspired to create a company that could provide environmentally benign and 

responsibly produced clothing, at comparable prices to existing providers. Mud Jeans was 

originally founded in 2008 as a company selling organic and fair trade clothing but 

unfortunately went bankrupt once in 2012 at which point Van Son bought the brand name 

and took over. 

 

The Service Offering 

Mud Jeans is today a sustainable fashion company, which focuses on circularity and reusing 

materials to create new garments with a lowered environmental impact. Although Mud Jeans 

also sell jeans and clothes through regular sales, the focus of this project is their innovative 

Lease A Jeans concept, which they are so well known for in the circular economy community. 

The idea of Lease A Jeans is basically to ‘lease’ a pair of jeans to a customer instead of selling 

them. The customer decides after a year if they would like to keep the jeans, return the jeans 

and receive a new pair, or terminate their lease with Mud Jeans. The leasing model allows for 

a responsible takeback and reuse of materials, and to maximize the lifespan of the jeans they 

produced. Underlying the leasing model are considerations in the production phase that also 

help to extend the product life. For example, Mud Jeans do not use leather patches on their 

jeans but print the logo directly on the garment for easier recycling, and they do not sandblast 

or stonewash the jeans after production because this actively damages the clothes. 

Furthermore, Mud Jeans provides a free repair service as well. 
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With Lease a Jeans, customers pay an upfront membership fee of € 25 and a monthly fee of € 

7.5. With this membership, they are entitled to return their jeans for another pair on a yearly 

basis. When customers send back their used jeans, Mud Jeans refurbishes them and leases 

them to the next person. When a pair of jeans is deemed to be worn out, they are shredded so 

the cotton can be used again in different products such as jumpers from rejuvenated yarn. 

  

Results & Future 

In 2013, when Lease A Jeans was first launched the customer base grew too quickly for the 

back office administrative capacity. In February 2015, Mud Jeans put the Lease A Jeans 

concept on standby for 2 months (App.3, p.1). The Lease A Jeans concept is now up and 

running again, where payment is accepted only via PayPal as a way to ensure the payments 

are made regularly and automatically over the lease period. Mud Jeans also sells jeans and 

provides a € 10 discount for the next purchase when jeans are returned after use.  

 

Currently, Mud Jeans have around 2000 leasing customers, the number decreased slightly 

with the two month break but is climbing again (App.3, p.3). Van Son explains that adding 

different models to their collections and the new home try-out concept, where customers 

receive three jeans to find the perfect fit and send back the ones they do not want, is helping 

to attract more customers. Van Son realizes that their customers now are ‘early adopters’ and 

hopes to reach out to the mass market in the near future. 

 

4.1.3 Dutch aWEARness 
 

Origin & the Idea 

The company Dutch aWEARness was founded in 2012 by fashion designer and sustainable 

entrepreneur Rien Otto. With substantial experience in the fashion industry as a designer, 

Otto had observed how large fashion brands conducted business and how this approach was 

damaging both to people and the environment. After studying the Cradle to Cradle approach, 

the CEO became aware of an Austrian firm called Backhausen who makes recyclable fabric for 

the furniture market (Ciwem.org, 2014). Otto realised that the fabric they used potentially 

could be applied elsewhere (ibid.). A partnership with Backhausen was created and through 

this collaboration Rien started working on the idea of a similar material for textiles. To make 
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use of these materials however, the CEO realised that there was a need to develop a fully 

circular supply chain (ibid.). One way to ensure that this could be done was to employ a 

service oriented business model based on use, rather than ownership so that the material 

could stay in the loop and the idea of Dutch aWEARness was created. 

 

The Service Offering 

The product the company created is a material they call Returnity. Returnity is a 100% 

recyclable polyester fabric that can be used both for fashion and work wear 

(DutchaWEARness.com, 2015). The clothes they make with this fabric can be shredded into 

fibres and turned into new yarns through a melting process.  According to their webpage, the 

garments can be recycled over and over again without any loss of quality. The material uses 

95% less water and 64% less energy, and produces 73% fewer carbon emissions per garment 

during production than standard cotton (Earley, 2014). In their business model, Dutch 

aWEARness retains ownership of the materials and their customers pay for the performance 

of the garments over an agreed period of time. When the products are worn out, they are 

transformed back into new clothing. Details of the contract are customized to the customer’s 

wishes and at the end of life Dutch aWEARness organises the take-back of the garments. The 

company also offers a range of other services that the customer can include in the contract 

such as repair or washing (App.5, p.1). The customer starts to save money, the third time they 

send their working uniforms for recycling since no new materials are used 

(MandagMorgen.com, 2015).  

 

Results & Future 

Dutch aWEARness was the first company to develop a fully circular supply chain for textiles 

which eliminates all waste (Earley, 2014). Currently they have 11 clients, including 

Volkswagen and Desso, in their portfolio and many more companies have expressed their 

interest (DutchaWEARness.com, 2015). Besides this, they are working with the European 

Commission on a project called the EcoProFabrics project to study how this approach can be 

scaled and adopted on a large scale throughout Europe (Earley, 2014). They are also offering 

free advice to fashion labels, designers and manufacturers on how to engage in the work with 

circular supply chains and how they can use sustainable materials (ibid.). Lastly, they are 

working on a new circular track and trace system (CCMS) which monitors every operation or 
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action that occurs within the production chain of a company. It also includes a Life Cycle 

Analysis, a purchasing and inventory management tool (DutchaWEARness.com, 2015). 

Companies can pay an annual fee to use this program so they can start designing their 

processes in a more efficient manner and lowering production cost (Ciwem.org, 2014).  

 

4.2 Part 2 - Research Question 1 
Part 4.2 seeks to answer Research Question 1: What are the barriers for startups providing 

leasing or performance based product service systems in the B2C sector? The first two sections 

will present the different barriers that Bundles and Mud Jeans have experienced with their 

service offerings. We have analysed the interviews from three different respondents and 

identified all statements that refer to any barriers for implementing these concepts. We then 

categorize similar barriers together to allow for an organized presentation of the barriers that 

we have identified. We have tried to organize and name the barriers according to the more 

specific issues our case companies have encountered. In last section, we compare our two B2C 

case companies and the categories of barriers that have emerged. In this final section we also 

compare the findings to literature and investigate where there are overlaps and where the 

empirical data diverges from the theory. 

 

4.2.1 Bundles - Barrier Analysis 
 

Pre-financing and current financial frameworks 

In our interviews with Marcel Peters, he pointed to issues with financing as one of his biggest 

barriers: “When I tried to get together the other pieces of the puzzle to get the complete business 

model, I noticed that also financing these appliances for the customers and distributing them 

was something I needed to do by myself” (App.1, p.1).  

 

In terms of financing the leasing arrangement, he said that the risk and the interest rates are 

very high for movable assets such as washing machines if you compare it to fixed assets such 

as a house for example. Furthermore, there are issues tied to how leasing companies 

depreciate these assets today: “There was no leasing or renting solution that fit to this business 

model because most of the leasing companies, write off the appliances within 5 years, which 
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means that the monthly payment of the financing becomes so high that it costs like three or four 

times as much as if you would buy the appliance” (App.1, p.2).  

  

It is clear that most companies in the current financial framework desire to make profits when 

they do leasing instead of selling. In existing conditions, firms underestimate the lifespan of a 

washing machine and incorporate this in their pricing model. This is problematic and 

incompatible with the Bundles operation because one of the prerequisites for their business 

model is that high-quality washing machines have an extended lifetime of more than five 

years. Marcel Peters makes this clear when he states the following, “what I want to prove is 

that if you let people pay for performance then you do not have to depreciate them [washing 

machines] that fast” (App.2, p.8). However, he also points out that there is considerable 

uncertainty tied to how much value you can get out of the appliances in their second or third 

life. Nonetheless, if the whole economy is not based on performance in the first place, a 

products depreciation rate in the books will not reflect what it can actually still do. Therefore, 

there will be a discrepancy between the financials of the ideal state of the business model and 

what the current frameworks allows it to do. For Bundles, the solution was to seek 

investments through novel channels such as crowdfunding and to engage in a partnership 

with Miele who provided them with better purchasing conditions for their washing machines. 

  

Lack of PSS-related competencies 

As mentioned earlier, product and service organisations are very different and a transition 

towards a service-focus requires human resources in areas that are not necessarily existent 

within a product organisation. For a start-up like Bundles, partnerships have been necessary 

to ensure high service levels from the beginning. In the second interview with Marcel Peters, 

he gave a good example of this: “We started outsourcing the whole service, the first line service 

part, we did that ourselves mainly but we don’t have enough knowledge of the appliances 

themselves to do that really well” (App.2, p.3). As he mentions, they initially tried to provide 

this service themselves but quickly realized that they did not possess the necessary technical 

skills. Another example of a function they have outsourced are the data collection plugs that 

they use which are supplied by a company called UppEnergy. Incidentally, Marcel Peters also 

used lack of competencies as an argument when he convinced Miele that a cooperation with 

Bundles could be fruitful. More specifically, he persuaded them that it would be difficult to 
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build a leasing-based PSS from their current business because they lacked the right 

capabilities and because it could cannibalize on their existing business model. As he points 

out, customer relationship management is the core skill where Bundles can make a difference 

with their offering in the B2C environment. Miele’s main strength however, lies in producing 

and selling high-quality washing-machines. 

  

The main point here, is that running a service-oriented organisation can rarely be done by a 

single firm because it requires such a vast set of competencies. It seems evident that the 

ability to manage and maintain strong partnerships is just as important. As reflected in the 

interview, Marcel Peters shares this view: “There will definitely be issues if you want to keep 

doing everything yourself, so I think a core competence of a PSS offering company is to manage 

the whole supply chain of partners, to add to the bundle of competencies that deliver the final 

experience for the customers” (App.2, p.3).  

 

Lack of customer knowledge 

Another recurring issue in the interviews with Bundles was that the company lacks 

knowledge of their existing and potential customers in order to be able to market their 

offering effectively. Because the company is new and they are dealing with a novel business 

model, they still find themselves in an early stage of discovering which customer segments 

their offering appeals to and how their customers interact with this PSS. Therefore, Bundles 

does not seem to have any significant data to base their marketing decisions on as of this 

moment.  

  

For example, Peters describes how it is difficult to know which customer segments their 

offering appeals to beforehand. Some customers obviously prefer to own washing machines. 

He believes that this segment prefers ownership for the following reasons: “Independence, 

freedom. Not being dependent on anyone else and I think the second thing is cost. Having the 

feeling that you own the washing machine and that you are able to manage the lifetime value of 

that asset yourself quite well” (App.2, p.5). 

He explains that some customers manage 30 years with a Miele appliance which clearly 

makes ownership cheaper because Bundles can never anticipate a lifetime of 30 years.  
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Peters thinks that customers who are willing to pay for use rather than ownership, clearly 

have a different mindset but at Bundles they have not yet constituted any statistical link 

between demographics or income levels and this customer trait. He explains that for now they 

are trying to locate customers who are already paying for use or access to something else, 

such as solar panels, because this would suggest that they are more open to this new way of 

engaging with products. Although the logic seems sound, it is clear there is still a large amount 

of learning to be done and the current trial-and-error like method based on logical hypotheses 

is unlikely to ensure effective identification of their target segment. 

 

Other than the difficulties in identifying of promising target markets Peters is open about the 

fact that their current customer satisfaction research is also lacking. However, although Peters 

says they have not done any formal research, at the time of the interview, the customer base 

was small enough for Peters to have relatively high levels of personal interaction with his 

customers. For this reason, he does have a general idea of their experiences, which are 

positive according to his records. Then again, Peters is realistic and understands that the 

positive feedback he currently receives may be artificially inflated due to the high levels of 

personal interaction he has with his customers: “You can imagine it with the limited amount of 

customers that I have last year, it was easy to build up a relationship with them by just 

interacting with them and it’s almost assumed like asking my mom if she likes my business right 

now” (App.1, p.7).  

 

We see how he explains that the close relationship with his users potentially makes it difficult 

for them to be honest with him even if they were unsatisfied.  So, in terms of knowledge on 

customer satisfaction, there is a problem that he cannot retrieve reliable data from his 

existing customer base as there is a lack of anonymity to the PSS provider for the customers to 

be able to be entirely honest.  

 

In terms of knowledge concerning existing customers, it is not only about customer 

satisfaction but interview data also suggests that there is a lack of knowledge on how 

customers use the washing machines, and how to motivate more sustainable use of the 

appliance. A concrete example that Peters raises, is that some customers run twice the 

average of spin cycles, which wears the appliances out quicker. Therefore he would like to 
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encourage these customers to reduce their spin cycles to ensure a longer product life. 

However, with such customers, Peters recognizes that all customers will not respond equally 

to attempts at motivating reduced spin cycles, whether this is through financial incentives or 

simply better education on how to effectively use washing machines. With little experience 

and data on this business model, Peters displayed signs of uncertainty regarding how to 

communicate to customers to motivate more sustainable use-related behaviours. 

 

Difficulties communicating the value proposition 

 

Total Cost of Ownership 

As the Bundles offering includes both maintenance, repair, disposal and savings derived from 

lowered energy and detergent-use, the comparable shelf-price of a washing machine becomes 

artificially low and unfair. Peters specifically points to the fact that consumers have very little 

knowledge about the costs they incur in the product use-phase: “If you tried to get into their 

minds by explaining them the total cost of washing is getting lower, they find that hard to 

understand because they don’t have a clue actually on how much they currently spend on energy, 

detergent and repairs, so they do not calculate it if they buy a washing machine” (App.1, p.3). 

This represents a fairly significant barrier as the savings related to these costs are vital to 

understanding the value-proposition. To further add to this issue, it remains a fact that it is 

relatively complicated to quantify such costs accurately. Who decides what is fair to include 

and not? This is particularly challenging when there is little existing data for specific 

customers and few useful methods for calculating such costs.  This includes potential positive 

externalities derived from the business model such as a reduction in waste which is also very 

difficult quantify even though they probably have a positive impact in this regard. Particularly 

when such environmental costs are not included in the purchase price of regular washing 

machines. All together, we see how the inability of consumers to think in terms of life-cycle 

costs and the difficulties related to calculating those, makes communicating the economic 

benefits of PSS both very challenging and important at the same time. 

  

Green marketing failure 

In the startup phase, Bundles mainly focused their communication efforts towards the end-

consumer from a sustainability perspective. Their main argument was that this was an 
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effective way to reduce waste. Even though consumers like this message as Peter’s points out, 

they mainly look at the costs when they in the end have to sign a contract. He realized that 

marketing their offering from a sustainability angle was a flawed approach. Instead they now 

focus on the notion that this is a convenient and valuable service that is easy to adopt and not 

too expensive for the customer. Only when they are convinced of these arguments he says, can 

the sustainability argument have any effect and help to make the picture complete. As we 

have seen, being green is not a selling point by itself.  

 

Newness matters 

Bundles is an early stage start-up and as such it is difficult to confidently say much about their 

customers’ sensitivity towards refurbished washing-machines and how this will affect their 

business model in the future. However, Peters provided us with some pointers from the 

interviews: “I think, there are customers that assume that it is not new. And others just don't 

think about it” (App.1, p.11).  

At the time of the interview, he had placed two used appliances with new customers and 

according to him they did not ask or see that the appliance was used. When we enquired 

whether this rested on the assumption that they thought the washing-machine was new, he 

was hesitant and mentioned that this could very well be the case (App.1, p.11). Whatever the 

case might be, if people do not care if their washing machine is brand new or if they are 

simply not aware, this notion needs to be validated as Peters mentions. Especially because the 

value proposition rests on the fact that the consumers gets a state-of-the art appliance and if a 

refurbished washing machine lowers that perceived value in the consumer's’ eyes, this could 

potentially harm the business. The release of new models might complicate this issue further 

because as Peters mentions, he will have to restructure his pricing for the current model. This 

could in turn complicate calculations regarding profitability and potentially affect his ability to 

get loans for pre-financing. 

 

Image of leasing 

Another issue we touched upon in the literature, relates to consumers perception of leasing 

schemes and the image that comes along with it. Marcel Peters specifically pointed out the 

notion that consumers view leasing-schemes as more expensive in the interviews: “I actually 

asked these couple of customers when I was in Stockholm last year. They just do not even 
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consider leasing or paying for the use of such an appliance because they perceive it as always 

more costly because someone has to gain some margins from financing it. So they only consider 

buying these kind of appliances” (App.1, p.3).  

 

It is clear that the current attitude is towards buying white goods and that a change in mind-

set is needed. Part of the explanation is that people hear leasing and try to compare it to 

something they already know which hampers their understanding of the full value 

proposition according to Peters. Customers relate leasing to a financing mechanism where 

they are merely buying on credit. This creates an impression that this option is considerably 

more expensive than buying the appliance and makes it difficult for them to grasp the added 

value of the Bundles business model. 

  

Issues with scaling 

When we asked Peters if a certain scale was required to become economically sustainable he 

answered the following: “The scale that I need right now with my current price prognosis is 

3000 contracts in the next three years. That is the main challenge right now. And the faster you 

scale it, the better it gets. In terms of purchasing conditions, in terms of financing conditions and 

the risk appetite of equity investors” (App.1, p.10). 

  

After just shy of one year in business, they have 140 contracts (Ecosummit.net, 2015) which in 

essence means that they have to ramp up their sales significantly if they are to reach their goal 

of 3000 contracts in three years. As Peters mentions, reaching this scale is necessary for 

Bundles to improve for several reasons. As scale increases in the future, he expects 

diminishing price levels for his customers and that the pay-per-wash tariff will go down. He 

also states that financing conditions will improve as he is currently struggling with high 

interest rates to fund the appliances (App.1, p.10).  As mentioned in the literature review, the 

risk premium is higher for a leasing-concept where payment is spread over the term of the 

lease and consequently credit is more difficult to secure. This of course also affects the 

interest of equity investors as he mentions last. Investors want proof of concept and with a 

high-risk leasing model, scale will be of even greater importance to prove that the model can 

be profitable.  
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Problems with suppliers 

Bundles are involved in a wide array of partnerships with different companies. A Miele 

distributor supplies them with the washing machines and installs them, UppEnergy supplies 

them with the data collection plugs that they use and a data analytics company called ONZO 

builds their algorithms.  

  

Dependence 

Currently, Bundles has a partnership with a reseller of Miele appliances and not the main 

manufacturer itself. So as Peters mentions, he is not overly dependent on this single 

partnership because he could potentially reach out to other distributors without too high 

switching costs (App.2, p.1). Nevertheless, Bundles is very dependent on the brand and image 

of Miele for the appeal of their business model towards the end-consumer and for them to 

engage in other strategic partnerships: “One, because it's the sole aspirational brand, at least, in 

the Netherlands. And, second, because it's a big brand. That also makes it easier for me to 

acquire all their partners to cooperate with in other categories” (App. 1, p.8). 

 

Another valid point when we discuss dependence, relates to the quality of the products that 

Miele offer. The Bundles platform is based on the notion of maximizing the lifetime value of an 

appliance and for this to work, it is of essence that the product is built to last and designed for 

recycling: “If I couldn’t use Miele appliances anymore at all so every distributor of Miele does not 

want to supply them to me, then there would be an issue because there are hardly any 

alternatives that last that long and have that quality” (App.2, p.1). There is little doubt that 

having a well-known quality brand backing their offering is of great value to Bundles. 

Nonetheless, this makes them highly dependent on Miele’s products and their brand image. 

They find themselves in a skewed power-relationship where they hypothetically have much to 

lose if they for some reason are not able to utilize their products. 

 

Dependence & unanticipated events 

Despite being in an early-phase, Peters indicated that they have experienced some 

dependency issues with UppEnergy: “I don’t think I’m big enough yet to really draw conclusions 

on the impact of this. But one thing I noticed is that UppEnergy, the supplier of the plugs the 

sensors I use, got sold in the beginning of this year to another company and the whole service 
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level went down dramatically from them. So I had to create some goodwill again from the new 

owner of that company because we didn’t write down the exact service level of what to expect in 

a full contract. So the cooperation was partly just based on trust and understanding. So yes, that 

could be a risk of outsourcing” (App.2, p.4).  

 

As mentioned before, providing a full service often entails engaging in more partnerships and 

outsourcing certain functions. This seems to increase both dependence and risk as it makes 

you more vulnerable to unanticipated events that may affect your offering negatively such as a 

change of ownership in this case. This could of course be considered a general risk of 

outsourcing and not a specific problem that is unique to PSS. However, because PSS often 

involve a higher partnership engagement compared to regular sales models, there could be an 

increased risk of such volatile events taking place. We also note how important it is to specify 

expectations and conditions in a contract when outsourcing to avoid any negative surprises.  

 

Conflict of goals & cannibalization 

When we talked to Peters about his collaboration with Miele, he did identify the potential for a 

conflict between a PSS such as Bundles who strives towards reducing sales volumes and Miele 

retailers who still want to increase volumes: “There is a risk of a general conflict if they support 

me more than their existing retail channels that might lead to a lower sales volumes in those 

channels” (App.1, p.8).  

However, as Peters pointed out in the second interview, they are not necessarily in direct 

competition with each other. The main argument for this is that Bundles are targeting a group 

of price-sensitive customers who are not willing to pay the fairly high up-front investment 

cost while Miele caters to the more high-end consumer through their regular sales-model: 

“What Miele showed me is that only 7% of the market is willing to pay more than 1000 Euros for 

a washing machine, so there is 93% of the market that would consider a Miele if it did not cost 

them an investment of 1000 Euros. In the big picture, the opportunity of growing the market 

share of Miele but also growing the sales of all the retailers that offer Bundles is bigger than the 

risk, and that is also how it is experienced. Retailers also see that this is the future and that on 

top of the service model they can create other revenues” (App.2, p.2).  

To conclude, there is a risk of a general conflict and cannibalization if customers who 

originally would have opted for the purchasing option were to choose Bundles instead. If they 
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indeed are accessing a different consumer segment as Peters mentions, this could just be a 

clever way to sell high-quality washing machines to a customer segment who normally cannot 

afford them. The risk of this barrier occurring increases though if both options are sold 

throughout the same distribution channels. 

 

Sum Up 

We have observed the following barriers in our case analysis of Bundles: 

● Pre-financing and current financial frameworks 

● Lack of PSS-related competencies 

● Lack of customer knowledge 

● Difficulties communicating the value proposition 

● Issues with scaling 

● Problems with suppliers 

 

4.2.2 Mud Jeans - Barrier Analysis 

 

Financial barriers - Pre-financing and long payback periods 

One of the barriers found with Mud Jeans which is more intrinsic to their revenue model, 

relates to the payback period before they receive the full returns of their sales.  With regular 

sales of a pair of jeans, the resulting revenues are collected at the point of sales, or at least 

invoiced and collected soon after. However, with a leasing model, because the revenues are 

divided over a period of 12 months, there is an estimated seven months before you even 

break even on a single pair of jeans according to Dongelmans, who adds plainly that 

“financially ... it is not a good system” (App.3, p.2). Similarly, Van Son comments that the pre-

financing of materials, production, shipping etc. is a hurdle for Mud Jeans (App.4, p.1).  

 

Administrative difficulties of leasing 

One barrier that emerged in both interviews with Mud Jeans was that administering a leasing 

model with B2C customers can be tricky and is much more taxing on the back office staff than 

regular sales. With the Lease A Jeans concept, Mud Jeans experienced that leasing accounts 

had to be continuously monitored to ensure that payments were collected properly. Also extra 

resources had to be spent when, for example, a customer changed the bank account from 
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which their monthly fee was to be withdrawn, something which is obviously a non-issue in a 

simple one-off cash transaction as with a regular product sales model. In the case of missing 

payments, it is not only the opportunity cost of the missing money but also there are expenses 

incurred in terms of the additional resources spent on tracking down the payment. 

  

Mike Dongelmans brings this issue to our attention when he says, “it’s difficult to organize it 

because you have to make an agreement with the consumer. If the consumer changes bank then 

the whole agreement has to be set up again, If the consumer suddenly forgot to top up his bank 

account […] which we use then we don’t get our money, we have to chase it” (App.3, p.2).  

  

Bert Van Son acknowledges that their back office staff could not handle the administrative 

tasks associated with leasing jeans manually. This led to unsatisfied customers and 

uncollected revenues, to the point that they had to put Lease A Jeans on standby for two 

months early in 2015 to balance the administrative back up. Van Son explains “it also needs to 

be automized, you need a very strong software which we are working on now” (App.4, p.1). This 

clarifies that compared to traditional product sales, B2C companies implementing this sort of 

leasing model are likely going to need additional administrative capabilities, which needs to 

come in the form of some automated software, whether developed or purchased, even at 

small scales. Van Son clarifies that they currently only provide the Lease A Jeans option to 

customers who pay via PayPal as an intermediate solution until they have developed a 

software to automatically handle lease accounts. In this way Mud Jeans can at least avoid 

processing the monthly payments, which from the interviews seems to be one of their 

primary concerns associated to administering Lease A Jeans. 

  

Van Son expresses that some of the issues they are experiencing now may be circumvented 

with having proper contracts with their customers. However, the process of filling out and 

signing a contract in itself can deter customers from the leasing option. When it comes to 

clothes, customers want a very simple and quick process. To establish a contract via the 

webshop (Lease A Jeans is only available online for reasons explained in a later section), more 

stages in the order process must be added where customers will have to supply personal 

information, Van Son underlines that making the ordering process more complicated than two 

or three steps until checkout can discourage potential customers: 
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“There’s not really a contract. When you order via PayPal you agree to be subscribed for 11 

months. So that’s for the moment all we do, but it’s of course better [with] a contract, we had 

that before but we found that you lose a lot of people during the [process]… when people went to 

the website [and] go to the lease option and […] give a lot of data, we found out […] if you make 

it more difficult than two or three steps you lose customers, so we wanted to make it very tight 

and very fast... There is a reason why we don’t bother people with contracts.” (App.4, p.2) 

  

Lack of customer knowledge 

Although Van Son was convinced of the fact that customers are quickly discouraged by 

complicated purchasing processes, it is evident from the interviews with Mud Jeans that they 

still lack knowledge of customers, and potential customers’ attitudes towards their leasing 

model. This is making marketing their product very difficult also because to their knowledge 

there is no other company that offers jeans leasing like this that they can compare with or 

learn from. 

  

For example, Dongelmans explains that people show a lot of interest in sustainable options 

and the importance for responsibly produced products but at the same time will continue to 

purchase products based on their price, and turn a blind eye to the environmental impact of 

these products and the conditions for the workers. “We still can’t figure out why people say 

they’re interested in it but at the moment, as soon as they buy a pair of jeans they just close their 

eyes and close their ears because it’s cheap. And then 5 minutes later they chat on about how 

child-labour is bad and this and that” (App.3, p.6). Dongelmans emphasizes how consumers 

prioritize cost when making a purchase decision, however it is inconclusive whether this is 

the sole reason why discrepancies exist between consumers’s stated attitudes towards 

environmental and social issues surrounding clothes production and their actual purchasing 

behaviour. Without knowing what motivates behaviour that deviates from self-reported 

consumer attitudes, it is difficult for Mud Jeans to formulate a clear communication strategy. 

This is a prime concern at Mud Jeans because, according to Van Son, it is crucial for them to 

reach the mass market to have any real impact (App.4, p.4).  
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Furthermore, Van Son is aware that their current customers are not a representative 

population sample of the mass market. Van son describes his current customers as ‘early 

adopters’ who want to join the movement towards sustainable clothes that Mud Jeans is 

promoting (App.4, p.3). They have an extra motivation to buy from Mud Jeans because they 

believe strongly in preserving the environment and therefore Mud Jeans’ value proposition 

resonates more with them than a lay consumer. As an example Van Son says that even if he 

were to double his prices he would not expect to see a large difference in sales within this 

segment, demonstrating that he does not see them as a reliable source of customer data 

(App.4, p.3). 

  

Adding to this, Van Son mentions that because the Lease A Jeans concept is only offered 

through their website it can be hard to understand customer attitudes and motivation 

because there is not a high degree of customer interaction. In Van Son’s words, “we don’t 

really know when somebody sits behind their computer on a Thursday evening at 11:30, what 

the reason is that he stops buying or whether he continues” (App.4, p.3).. Making it 

increasingly difficult to solve the question of how to communicate and appeal to potential 

customers. 

  

Finally, another aspect of lacking customer knowledge is post purchase behavior. With models 

like Lease A Jeans it is increasingly important to understand post-purchase behavior as well 

(compared to traditional product sales) because for the business model to function optimally 

Mud Jeans needs to recover their jeans, and preferably have an idea of when to expect the 

materials to be returned. However, partly due to the company’s infancy as well, Dongelmans 

hints at the difficulty to predict when customers will return their jeans (App.3, p.4). This has 

implications on the period it takes for the business model to really reach its intended form 

because Mud Jeans must rely on virgin cotton and/or purchased recycled fabrics to produce 

their jeans until larger volumes of jeans are being returned. 

 

Difficulties communicating the value proposition 

As touched upon in the previous section, when retailers get involved, the extra link to the 

customer can set hurdles to communicate a compelling story around Mud Jeans. One of the 

recurring obstacles that emerged from the interviews was that, regardless of the retailers, 
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Mud Jeans are struggling to formulate a clear value proposition and to find the right approach 

to communicate this to customers. 

  

Dongelmans comments, “[w]e had a lot of people asking how the leasing system works, they 

couldn’t grasp it, and they didn’t get it” (App.3, p.3). Because leasing jeans is such a novel 

concept, people cannot relate to any analogues and have a hard time grasping what value this 

model can add for them. After two in-depth interviews with Mud Jeans it was still quite vague 

even as to how they understood the leasing option specifically brought value to the customer. 

Most of the statements related to aspects of Mud Jeans’ value proposition were associated to 

things such as quality of the jeans, environmentally responsible production, and guilt-free 

shopping. There was no evidence that Lease A Jeans currently provides equal or better value 

for money than a regular product sales model, despite literature being optimistic about the 

fact that PSS models have the potential to do so. It is clear from the Mud Jeans website and 

Van Son’s statements that even within Mud Jeans’ offering when comparing the regular 

buying option to Lease A Jeans, it is financially preferable for the customer to simply purchase 

a pair. 

  

In terms of the customers’ understanding of the leasing model, Dongelmans suggests that the 

term leasing may be difficult for people to understand in relation to clothes. He adds that 

when they temporarily terminated Lease a Jeans, and explained to customers that there was a 

deposit on the jeans or a ‘cotton pant’ (pant is the Scandinavian word for deposit, used 

commonly in relation to recycled bottles and cans), they had a much easier time 

understanding it because it is simpler but also because they had something to relate to.    

  

The large concern is that, as Van Son points out, “green [or] sustainability doesn’t sell” (App.4, 

p.4), therefore to appeal to the mass market Mud Jeans has to compete on quality, design, and 

price whilst upholding their promise to sustainability. Having realized that sustainability is 

not a strong sales point, Van Son says they have begun to shift their narrative from an over 

reliance on environmental factors. As an attempt to be able to compete with other brands 

without relying on their vision of sustainability, Van Son explains that they keep their prices 

below € 100, they have made their website more fashionable, they have introduced their 

home-try concept, and they have released more models that customers can choose from. Van 
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Son mentions that Mud Jeans “have to be stronger in [their] marketing, [they] need more money 

for marketing also, which [they] don’t have” (App.4, p.4).  

  

Both Dongelmans and Van Son, however, show optimism towards how they may leverage 

their current customer base. Dongelmans believes that current followers of Mud Jeans are 

very interested and it is important to build a community around them which has a strong 

focus on quality. Van Son also explains that one of their marketing initiatives is to build a 

stronger relationship with their customers by for example, contacting them at the end of their 

lease period to ask about their experience in order to construct a story around that particular 

pair of jeans. This imbues the jeans with a sort of personality which can help to make them 

more attractive to sell as vintage jeans, and they can use this for content on their website. So 

far, customer reactions to this have been positive and supportive. Mud Jeans hopes that this 

higher level of engagement with the customers will also help to get the customers to act as 

ambassadors of Mud Jeans as well (App.4, p.6).  

  

Unsustainable consumer behaviour and preferences 

A contributor to the difficulty to effectively communicate the value proposition of Lease A 

Jeans may also be related to current unsustainable patterns within the fashion industry. As 

Dongelmans notes, “it’s not only changing the industry or the business model but it’s also 

changing the consumer and consumer behaviour… the consumer is only looking for cheap 

clothes and cheap products without bothering about the ethical production behind it…” (App.3, 

p.1). This underlines that today’s consumer is price sensitive and environmental 

considerations are under prioritized, which coincides with the earlier notion that green does 

not sell. On top of the price sensitive consumer, Dongelmans points to how consumers are 

often lazy and seek convenience to a high degree. For example, with the store credit Mud 

Jeans offers for returned jeans, Dongelmans states that it has to be quite a large sum before 

people will bother. The laziness of consumers also makes them less prone to follow 

environmentally benign consumption patterns if it costs them effort or time. Dongelmans 

concludes that “consumer behaviour is one of the main things to focus on” (App.3, p.7) for Mud 

Jeans, because a positive change in customers’ mindsets towards environmental sustainability 

can help transform certain aspects of Mud Jeans’ business model into sources of competitive 

advantage. Dongelmans realizes this is a difficult process that craves time and resources. 
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Apart from the consumerist society’s take-make-waste relation to clothes that is enforced by 

the fast fashion trend, Van Son explains that there are particular aesthetic preferences 

specifically with jeans that are unfavourable in terms of extending resource life. This is 

namely the ‘worn out’ look. It is common practice for jeans manufacturers to, after having 

produced a pair of jeans, to intentionally damage them through processes such as stone 

washing and sandblasting in order to create a look that appeals to customers. Not only does 

this reduce the clothes’ and material’s lifespan but the process also uses unnecessary energy. 

Such fashion trends can also hamper adoption rates of sustainable brands such as Mud Jeans 

which refuse to actively damage a product before selling it. Van Son urges customers to buy 

jeans and wear them out through use. 

 

Inefficiencies without scale 

Similarly, Van Son expresses that the return of jeans is crucial to the full functioning of this 

particular business model. Van Son is more concrete when he explains that the rejuvenation 

process of denim is inefficient without a certain scale. Currently, with under 5000 pairs of 

jeans being circulated back into their production loop there are mechanical difficulties with 

the shredding process and production of new yarn because the batch is too small (App.4, p.4). 

Van Son underlines that volume is key in the fashion industry and as it is currently more 

costly to use old fibres than new fibres it can be difficult to convince manufacturers to agree to 

run their machines without a large batch of used jeans. 

 

Furthermore, another issue of not receiving enough jeans back from their customers is that 

they still need to buy recycled materials. This is also an extra cost incurred as a consequence 

of low volume and circulation, albeit one which can be reduced as Mud Jeans’ takeback gains 

momentum. Although Dongelmans concludes that even with a higher volume of returned 

jeans it will still not be a cost effective system and the benefits of the model are mainly the 

reduced environmental impact (App.3, p.4).  

 

Problems with retailers 

Mud Jeans have experienced issues related to gaining entry with clothing retailers. Van Son 

was forthright about the fact that in the near future he hopes to reach the mass market and 
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attract consumers who are currently shopping at large fashion brands such as H&M. To have a 

larger impact Mud Jeans cannot only rely on customers who have gravitated towards the 

brand purely on the basis that it is one of the few sustainable fashion alternatives. In order to 

do this it is crucial for Mud Jeans to have a presence at larger clothing retailers. 

  

However, Dongelmans, for example, makes it clear that there is a clash between Mud Jeans’ 

mindset and retailers’ mindsets which complicates the process of getting their jeans 

represented at these stores. Mud Jeans, believes in resource life extension and thus do not 

make it their ultimate objective to sell as many pairs of jeans to customers as possible, but 

rather to fulfil the customer’s need of having a high quality pair of jeans. In contrast, many 

retailers that are driven by a traditional product sales logic still function in a system where 

sales volumes are directly correlated with profits. Correspondingly, although Mud Jeans 

accepts that currently they may have to sacrifice some of their margins to provide responsibly 

produced organic jeans at competitive prices in order to bring a sustainable option to the 

market, other brands who are also competing for space at retailers are driven primarily by 

economic gain which resonates better with the retailers. Van Son confirms when asked 

whether there is a necessary shift in mindset among retailers, underlining that “they only think 

about money” (App.4, p.5). The CEO adds that retailers currently have “really difficult times” 

(App.4, p.5) and this does not make it easier for a lower margin option such as Mud Jeans to 

acquire space in the stores. 

  

Furthermore, Dongelmans comments on an issue he suspects that will arise if Mud Jeans 

products were sold at large retailers, “[w]e know that as soon as we get into a chain we have to 

use quite a lot of resources to educate the retailers. Because the retailer who is actually standing 

in the shop is going to sell the jeans and is going to help you to say ok, why Mud Jeans and why 

cheap jeans. The more knowledge they have, the more knowledge they can transfer to the 

consumer” (App.3, p.7). We see that the problem does not remain at gaining access to retailers 

but also ensuring that Mud Jeans and their story is then communicated properly by the staff to 

customers. This would require both parties to invest a certain amount of time and resources 

into the training of the in-store personnel. 
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Van Son addresses another complexity that Mud Jeans experienced with retailers specifically 

regarding the option of offering Lease A Jeans in physical stores. As Dongelmans pointed out, 

retailers are very focused on immediate profits. However, because only part of the revenue is 

collected at the time of sale with Lease A Jeans, Mud Jeans cannot offer a simple commission 

as is often the case with regular sales of clothes. Furthermore, as mentioned earlier a certain 

degree of personal information must be provided from the customer to subscribe for the 

Lease a Jeans offer. Van Son mentions that this is troublesome for both the customer and 

retailer, both parties prefer a discrete cash transaction because it is simpler and quicker 

(App.4, p.5).  

  

Lack of transparency related to environmental and social impacts 

 

Dongelmans suggests that there is a lack of transparency within the clothing industry and if 

people were more aware or could witness more clearly the impact it has, they might begin to 

incorporate considerations of environmental sustainability and socially responsible 

production more into their purchasing decisions. Dongelmans clarifies with an example, “how 

much money you have is affecting you quite directly but […] that people can’t [afford] school for 

their children in Bangladesh, it’s just too far away” (App.3, p.6) He underlines that there is a 

hierarchy of factors that weigh into a purchase decision and factors that affect a consumer 

directly are likely to be emphasized stronger than consequences they do not experience or 

see, or maybe are not even aware of. 

  

Similarities can be drawn with Dongelmans’ analysis of clothes manufacturers’ decision 

making that, “the further away [decision makers are] from the products, the larger the chance 

for unethical products” (App.3, p.1). This is mentioned in reference to large holding companies 

where top executives and decision makers, in Dongelmans words, “have never seen a factory” 

(App.3, p.2), and are in fact very detached from the actual production of the clothes that are 

sold. Overall, there is a lack of transparency in the clothing industry which makes it easier for 

large fashion giants and consumers to turn a blind eye towards the unethical practices and 

environmental degradation that are by now iconic of the industry, and this creates an unfair 

basis for sustainable brands such as Mud Jeans to compete on. 
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Sum Up 

We have observed the following barriers in our case analysis of Mud Jeans: 

● Financial hurdles - Pre-financing and long payback periods 

● Administrative difficulties of leasing 

● Lack of customer knowledge 

● Difficulties communicating the value proposition 

● Unsustainable consumer behaviour and preferences 

● Inefficiencies without scale 

● Problems with retailers 

● Lack of transparency related to environmental and social impacts 

4.2.3 Comparison of Cases & Literature 
 

The prior two sections outlined the barriers experienced by each case company separately 

and grouped them into relevant categories. In this section we would like to compare the cases 

in order to arrive at an answer to our first research question and compare the emergent 

categories of barriers to those identified in the literature review. 

  

In our analysis of the two cases, we have found several barriers where some of them overlap 

for both companies. Although we recognize that it is difficult to state with any certainty which 

barriers are relatively more important based on a limited sample, we believe that it is 

reasonable to suggest that the overlapping barriers are more relevant and prominent findings 

as they are observed (although sometimes slightly different) in both B2C cases. Furthermore, 

there are some indications from the interviews as to which barriers were considered to be the 

biggest challenges. Thus, we have decided to split this section into two categories; overlapping 

barriers and additional barriers.  

 

Overlapping barriers 

Financial barriers 

It is clear from both of our cases that issues with financing have proven to be a substantial 

barrier. This has also been directly pointed out by interviewees from both companies. As 

companies retain ownership, they consequently have to finance the products that are part of 
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their offering and wait patiently for the cash to come back in. In a sales model the money will 

return instantly at the time of purchase while it slowly trickles back in for Mud Jeans and 

Bundles. Furthermore, they also have to cover other costs such as distribution and investment 

is needed to change the established systems for example when it comes to collecting payment. 

We have observed that these issues are further amplified because the current financial 

framework does not support these business models. Banks, investors and other financial 

institutions seem hesitant to invest because they consider the financial risk to be too high. 

Uncertainty regarding the residual value of products, operational costs and consumer 

acceptance also contributes to this perception.  

 

Financial barriers are raised by, for example, Mont (2002b) and Fishbein et al. (2000). It is 

evident in the literature that the uncertainty of the revenue flow and the added risk resulting 

from the nature of a lease is under focus. Not only is there a longer payback period than 

regular product sales but as Fishbein et al. (2000) states, during this period there is also a 

chance that customers default on their payments in one way or another. This is in the same 

vein as the concerns Dongelmans from Mud Jeans expresses in terms of the added costs of 

constantly monitoring and tracking down monthly payments of customers who change bank 

accounts or do not have an adequate balance from which the fee can be withdrawn. It seems 

these specific issues have not yet been experienced at Bundles. However, Peters does affirm 

that generally handling cash collection for them is more difficult than with business customers 

or sales models because it happens ‘behind the door of the consumer’. 

 

We see a slight difference between our observations and the literature in that both case 

companies reported that pre-financing the whole model is a challenging hurdle to overcome. 

Although closely related to the prior point this is rarely explicitly mentioned in the reviewed 

articles, possibly because of its very pragmatic character as a barrier to implement PSS. Our 

focus on startups further adds to the relevance of this barrier, because they are less likely to 

have the capacity to invest in these models as larger companies who may be thinking of 

testing them. Peters, for example, relies on crowdfunding and private investors to finance the 

purchasing of washing machines from Miele and lacking funds at this stage seems to be the 

bottleneck to Bundles’ expansion.  
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Issues with scaling 

Reaching the necessary scale to run their business models effectively seems like an issue for 

both our case companies. This is a problem encountered by many startups but we believe that 

they operate more inefficient compared to regular small scale sales models because of the 

long-term payback period of their business models and because they are dependent on a 

critical mass before the benefits of a return-system takes place. For a closed loop system to 

function effectively, you need a certain amount of products in circulation.  

 

Peters from Bundles, for example, states that to achieve economic sustainability he needs 

3000 contracts in the next 3 years. This scale will allow him to offer more competitive prices 

and attract better purchasing conditions (of appliances) and financing conditions as well as 

investors, all elements that feed into a positive spiral. However currently, without clear 

foresight, his largest predicament lies in how to achieve this size of an installed base. Similarly 

for Mud Jeans, Van Son underlines the importance of scaling for efficiency, asserting that high 

volumes are crucial in the fashion industry. Their recycling process clearly illustrates a 

consequence of low scale. Van Son explains that quantities of jeans under 5000 pairs, result in 

very inefficient recycling and it seems that the fixed costs of running the machinery for 

shredding and producing new yarn does not make economic sense for anything under this 

threshold. Mud Jeans do not own their own machinery, making this even more difficult as it 

can be difficult to convince partnering factories to run their machines for low quantities.  

 

Now, the challenge of reaching an economically sustainable scale is an issue with any startup 

and not limited to PSS as such. However, as Tukker & Tischner (2006b) explain the long 

amortisation periods of leasing contracts extend this period of low economic efficiency and 

serve to make it increasingly difficult to keep these business models on the market until 

adequate scale is achieved. Compared to the empirical data, this hurdle seems rather 

understated in literature. This is an instance that might highlight the difference between 

inspecting startups specifically as compared to larger organizations that likely have more 

financial capacity to endure initial periods of low economic efficiency.  
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Lack of customer knowledge 

Following from issues with scaling and reaching a larger installed base, we notice that lacking 

knowledge of existing and potential future customers is one of the hindrances for both 

companies to effectively market their offerings. We have observed that this challenge 

manifests itself in several ways.  

 

First, there are concerns that their existing customer groups are early adopters who are more 

concerned with sustainability than the average consumer. These customers might exhibit an 

unusually positive attitude towards the concepts because of their unique personal interests 

and as such are unlikely to constitute a representative sample of the mass market that 

Bundles and Mud Jeans eventually want to reach. This not only renders their existing 

customer data less relevant but also indicates that further improvement of the value 

propositions will be necessary to attract customers who are not necessarily environmentally 

inclined. 

  

The second, and related, issue is identifying the customer segments that are willing to adopt 

these ownerless solutions. There is currently little knowledge surrounding consumers who 

are willing to pay for use instead of ownership. Peters informs us that they have not yet been 

able to identify any statistical link with this customer trait and any demographics or income 

levels. Peters believes that one solution is to target people who have already adopted other 

ownerless solutions (e.g. solar panel solutions).  

 

Finally, both firms find it difficult to map post-purchase behaviour and to understand exactly 

how consumers use and interact with their products. For Bundles this is important for two 

reasons: One, because the product belongs to the company, it is in their interest to understand 

how the customer uses and treats their products. This allows them to influence behaviour to 

promote product-life extension. Two, to continuously improve services they need to know 

how customers interact with the PSS to identify the exact needs and demands customers have. 

For Mud Jeans, however, there is little gain in influencing post purchase behaviour because 

the residual value of a pair of jeans is quite low anyway. Rather, their concerns lies in the 

uncertainty regarding product return flow. That is, if and when customers will return the 

jeans, and factors that influence the consumer during the online purchasing process. All of 
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these unknowns make it difficult for both Bundles and Mud Jeans to market their offering 

effectively to the right segments through the correct channels and also contributes to the 

concern whether there is demand for such solutions outside of the green community. 

Despite these issues being of great concern at both case companies there are hardly any 

articles that brought this to the fore, especially not in relation to private consumers. Although, 

the lack of competencies and experience with PSS is widely discussed as an obstacle for 

companies experimenting with these business models, the literature is mainly focused on 

competencies and experience related to PSS design methods and tools (e.g. Manzini & Vezzoli, 

2002; Baines et al., 2007 etc.). Apart from Mont (2002b) who explicitly recognize that 

customer behaviour is complex and yet understudied in regards to PSS, the only instance 

comparable to our empirical findings was White et al.’s (1999) mention that the successful 

provision of PSS requires closer coordination with the customer which in turn demands a 

deeper understanding (relative to traditional product sales) of the customer and their 

processes. Their analysis was based on B2B markets but the underlying logic of the need for a 

closer relationship and understanding of the customer seems transferrable to our cases as 

well.  

 

Difficulties communicating the value proposition 

A closely associated barrier experienced by both Bundles and Mud Jeans is that it is difficult to 

convincingly communicate their value proposition to potential customers. In the case of 

Bundles, Peters explained that a benefit of their solution is that it reduces use-related costs for 

consumers and provides a lower TCO despite being pricier when compared to the shelf price 

of the washing machine itself. However, not only is this argument difficult to substantiate with 

solid facts and figures but Peter's experiences that private consumers are poor at thinking in 

terms of TCO. Furthermore, it is not yet certain whether consumers are willing to pay as much 

for access to a used appliance even if it is able to deliver the same performance. This suggests 

that if customers are not of the same opinion as PSS scholars and providers, that the final 

performance that can be delivered by a good is what defines its value, then the two parties’ 

idea of a fair price may fail to correspond. Finally, the environmental component of their value 

proposition does interest customers but does not seem to constitute considerable competitive 

advantage when customers consider alternative solutions. Despite claiming that they favour 

greener solutions, consumers do not necessarily act accordingly. Both cases indicated that 
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people prioritize other features such as cost, quality, and convenience over environmental 

friendliness. 

 

The image of leasing 

As a subsection of difficulties communicating the value proposition, issues tied to the image of 

leasing has been reported from both case companies. Bundles experienced mainly that 

consumers view leasing as a buying on credit and thus perceive it to be more expensive than it 

really is. With Mud Jeans the challenge was perhaps more tied to the understanding of why it 

makes sense to lease clothing or jeans. This is understandable as it was even unclear to us 

what the real advantages of their Lease A Jeans concept were when compared to the option of 

buying. Both case companies believed that part of the explanation for the misconception of 

their leasing concept is that consumers tend to put them up against existing offerings that are 

not necessarily comparable. Furthermore, we cannot exclude the point brought up in 

literature that the word “leasing” is often linked to other negative associations such as low 

socioeconomic status, low quality of service and a sacrifice of freedom.  

 

Issues tied to communicating the value proposition of our cases, have many commonalities 

with what literature says about market acceptance (e.g. Mont, 2002b; Manzini & Vezzoli, 

2002; Baines et al., 2007). In the literature review, we suggested that there seems to be two 

main issues regarding the market acceptance of PSS: 

 

1.      PSS providers must develop strong and convincing arguments for their model. 

2.      A shift in the current consumption paradigm is necessary to support PSS adoption. 

 

In relation to the first point, Fishbein et al. (2000) and Mont (2002b) mentioned that 

functional offerings including high-use costs will be more difficult to communicate the value 

of compared to sales models because customers lack the ability to think in such terms. 

Fishbein et al. (2000) pointed out the relevance of this particularly in the B2C sector which 

was confirmed in the case of Bundles. We also saw how Mud Jeans and Bundles struggled to 

convincingly communicate their leasing model to consumers. This is an interesting point 

though, because as we saw in the analysis of Mud Jeans, the leasing offer does not seem to 

offer any advantages over buying the exact same pair of jeans. In this case we see that the 
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issue might not actually be communicating the value proposition but rather that the value 

proposition is simply too weak. With Bundles however, the added value that their offering 

brings is more apparent, the problem was rather that consumers view leasing as buying on 

credit.  Furthermore, Mud Jeans also seem to struggle with aspects related to the second point 

of market acceptance. Their model goes against some current consumption trends within 

fashion which makes it increasingly difficult for Mud Jeans to communicate their value 

proposition and vision to customers who do not want to spend time reading lengthy messages 

just to buy a pair of jeans. Mont (2004) talked about this as a general trend for PSS in B2C but 

it seems that it is particularly relevant and challenging in certain industries with more 

prominent unsustainable consumption patterns such as the fashion industry. We observe that 

operating in the B2C market is particularly challenging because as Mont (2004) mentions, 

customer behaviour is at the moment an understudied field. Thus, predicting how customers 

respond to certain messages and if they are really ready to make the transition to ownerless 

solutions is more characterized by a trial-and-error approach than anything else.  

 

Lack of PSS related competencies 

Both of our case companies have experienced certain challenges due to what can be defined as 

a lack of competencies, experience, or knowledge. Bundles, for example, outsourced their 

first-line service and some other functions. However, they were seemingly able to balance this 

challenge before it became a serious issue and the CEO understands that when delivering a 

PSS, it will be inevitable that you lack certain capabilities. For Mud Jeans this barrier 

manifested itself more gravely, and in the Mud Jeans section barriers that would fall under 

this overall category have been presented separately. As observed, they struggled to organize 

the back-office operations of their leasing offering which in the end affected their service 

negatively. Additionally, Van Son, for example, insinuates that their lack of customer 

understanding and their struggle to communicate the value proposition is tied to a lack of 

marketing competencies and resources (App.4, p.4). To some degree this is also true for 

Bundles. 

 

This barrier appeared the most across the reviewed articles, probably largely due to its 

breadth. Several articles allude to the general lack of knowledge and tools for PSS design (e.g. 

Baines et al., 2007; Martinez et al., 2010), whereas others highlight the special human 
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resource competencies that are required for effective service provision (e.g. Goedkoop et al., 

1999; White et al., 1999). Compared to this, we see that, for example, Bundles’ lack of 

competencies was more centred around technical knowledge concerning the appliances. This 

highlights a difference between a manufacturer who is transitioning and a company who is 

not a manufacturer but sees an opportunity in servicizing an existing product. A manufacturer 

who is transitioning to a PSS must foster or outsource competencies related to service 

provision, while the latter lacks detailed knowledge on the product itself. Thus, we believe the 

difference between the type of knowledge or competencies that Bundles lack and the type 

often described in literature is because Bundles has service competencies and ideas but not 

the product, whereas most of the literature is written from the perspective of manufacturers 

who have a product but lack the service competencies to develop a PSS.  

 

Mud Jeans’ case is more comparable to the literature because their problem lies in a lack of 

experience and knowledge which is specific to a feature that is unique to the leasing model 

compared to their products sales side of the business. Van Son seems convinced that this issue 

can be mitigated with an automated payment system, and they are currently working on such 

a software (App.4, p.1). Such a software may be a basic example of the types of tools required 

to facilitate PSS provision, although we acknowledge that an automated monthly payment 

system is definitely not uncommon in other non-PSS e-businesses as well.   

 

 

Additional barriers 

 

Problems with suppliers 

We saw that Bundles have experienced some challenges managing their partnerships. One 

issue was that Bundles are dependent on Miele’s products and brand image which puts them 

in a somewhat vulnerable position. Additionally, he admitted that there is a risk of general 

conflict and cannibalization if their offering is sold through the same channels as the Miele 

washing machines. We also observed that a risk of outsourcing functions is that unanticipated 

events may negatively affect your suppliers and ultimately you as a PSS provider.  
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Problems with retailers 

In the process of expanding their business, Mud Jeans have struggled to gain entry with 

important retailers. We have postulated that if they are to grow and eventually reach mass 

markets, this is a barrier that will have to be overcome. There are however significant 

challenges because of the difference in mindset and goals where traditional retailers focus 

very much on volume. The leasing model also provides lower margins and makes it difficult to 

offer retailers commission which makes them reluctant. We also found that in the future there 

could be further issues concerning the training of sales personnel which will be necessary to 

explain the Mud Jeans model. If we take a look back at the literature, the power of distributors 

is in fact only mentioned by Goedkoop et al. (1999). This could be because the main focus has 

been the B2B sector where most sales are performed directly from one business to another 

without intermediaries. The power of distributors or retailers does however seem to be a 

more profound issue in B2C markets. This challenge is perhaps particularly noticeable in 

industries such as the clothing industry where intermediaries represent a significant centre of 

power. Their interest lie in maintaining the status quo which poses as a serious barrier to 

newcomers such as Mud Jeans who are governed by other motivations than just profit.  

 

So, both Bundles and Mud Jeans have experienced difficulties with managing partnerships but 

for Bundles it is with suppliers and for Mud Jeans it is with retailers. We underline that 

Bundles is still at a very early stage and most sales are done directly through their website. As 

such, they naturally do not have problems with retailers but the possibility that they may 

experience similar problems as Mud Jeans (in the event that they feel the need to sell through 

retailers) cannot be excluded. In literature these types of barriers are generalized to 

partnership or stakeholder relationships overall (e.g. Manzini & Vezzoli, 2002; Ceschin, 2014 

etc.). Goedkoop et al. (1999), however, specifically discuss the power of distributors. 

Otherwise, the challenges that come from a necessary dependence on partnerships (to 

effectively deliver a PSS) are presented fairly uniformly across different authors. They relate 

to, for example, the loss of control and influence over decisions, difficulties with coordinating 

between different organizations, and conflicts of interests. We witnessed that Bundles 

suffered from a loss of control in terms of a sudden decrease in service quality from their 

suppliers, whereas Mud Jeans is struggling more with issues of conflicting interests with 

fashion retailers. Interestingly, Otto from Dutch aWEARness stresses that the success of a PSS 
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is heavily dependent on the provider’s ability to manage partnerships and to align the 

interests of all the involved parties (App.5, p.9).      

 

Unsustainable consumer behaviour and preferences 

The fashion industry is known to be one of the most polluting industries since the rise of fast 

fashion (Sweeny, 2015). This is partly due to the fact that unsustainable consumption patterns 

have become habituated. Clear examples are the rate at which clothes are disposed of and 

replaced, motivated by low prices and clothes that are not made to last, and specifically with 

jeans consumers’ aesthetic preferences. This is referring to the pre-worn out look that 

requires processes just as stonewashing and sandblasting, not only does this reduce the 

lifespan of jeans but it also requires energy in the process. So, the look of a pair of jeans that 

are made to last contradict the dominant taste in the appearance of jeans. The fashion 

industry is criticised for manufacturing these tastes and the highly volatile nature of 

consumer preferences in order to increase sales (App.5). Furthermore, not only tastes but the 

way consumers purchase clothing also strongly favors traditional sales models, because it 

must be quick and convenient.   

 

Mud Jeans ‘struggle illustrates with a concrete example the shift in consumption culture that 

is necessary for ownerless solutions to thrive, as explained by several authors (e.g. Manzini & 

Vezzoli, 2002; Ceschin, 2014 etc.). This case also underlines the threat that institutionalized 

unsustainable behaviour (Mont, 2004) can pose for the expansion of PSS. If the norm now is to 

replace a t-shirt after half a year or a pair of jeans after two years then consumers easily end 

up disposing of clothes that have not nearly exhausted their lifespan.  

 

These issues however were not raised as a barrier at Bundles. Rather the unsustainable 

behaviours related to washing machines, for example, running more cycles, and using higher 

temperatures and more detergent than necessary are considered by Peters as opportunities. 

One of the crucial components of Bundles’ value proposition is that they consult users on how 

to wash more effectively. This is in the interest of consumers because in this case their 

unsustainable habits incur higher use-costs for themselves as well. So, there seems to be two 

sides of this coin where if tastes or habits that increase the environmental impact of a product 
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are tied to increased economic costs for the consumer then this is an opportunity, whereas if 

they are not linked to higher costs they can be a barrier.   

 

Lack of transparency related to environmental and social impacts 

A problem which was revealed during the analysis, showed us that a lack of transparency in 

the fashion industry poses as a serious challenge for sustainable brands such as Mud Jeans. 

Consumers and fashion conglomerates seemingly overlook the unethical practices and 

environmental impact of the industry (App.3, pp.1-2). More transparency is necessary if all 

parts of the supply chain are to take these issues more seriously. It could be said that this 

problem is connected to the previous barrier on unsustainable consumption patterns. The 

reason being that a lack of transparency encourages unsustainable consumption because 

consumers are unaware of their impact. Dongelmans explained that this does not only 

concern consumers but also decision makers in large fashion companies who are so detached 

from actual production of the clothes (App.3, pp.1-2).  

 

In the literature review, we did not see lack of transparency and public knowledge in terms of 

the environmental impact of current consumption raised as a barrier for adoption of 

sustainable models. A related point, however, is Ceschin’s (2014) comments that 

environmental and social costs are not included in the market prices of products today. If such 

costs were included, although not as affecting as a report of a factory collapse in Bangladesh 

killing over 1000 workers, it would make it easier for sustainable solutions such as Mud Jeans 

to compete with industrial products. Additionally, Tukker & Tischner (2006b) express that 

specifically in the B2C sector, some PSS providers will be competing with the black market, 

adding another layer of excluded costs (i.e. taxes) for competitors and making it even tougher 

to compete on price.  

 

Peters did not show concerns about transparency in this manner (App.1 & App.2). But 

following from the former point, it seems clear that when environmental impact is related to 

increased costs for the user, increased transparency in terms of the money being wasted on 

inefficient washing can benefit both Bundles and the environment. In any case, increased 

environmental awareness through higher transparency of manufacturing processes and use-

related waste will definitely not discourage the adoption of sustainable business models.   
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4.2.4 Sum up – RQ1 

Here we will summarize the results of comparing and contrasting the two cases with each 

other and with existing literature.   

 

The barriers that both case companies reported experiencing are: Financial barriers, issues 

with scaling, lack of customer knowledge, difficulties communicating the value proposition, 

and lack of PSS related competencies. The elements of these identified barriers are apparent 

in literature, albeit it sometimes with slightly different focuses. Although the articles that were 

found to discuss barriers to PSS adoption did not present a single unanimous and 

comprehensive set of barriers, when combined they did cover a broad range (see Section 3.3 

for a combined list of barriers found in PSS literature). Furthermore, the extent to which 

articles elaborate on each barrier is generally quite limited, as such they are stated in quite 

general terms. That is to say overlap with theory may to some extent be a function of the 

broad approach of (the limited) studies regarding this research topic. For example, we found 

that the case companies lack knowledge and data on existing and potential customers, which 

complicates identifying exact customer needs and designing the PSS accordingly. This also 

creates doubt regarding marketing, communications, and sales strategies. This can be tied to a 

lack of knowledge, competencies, and experience, as presented in literature but we believe 

that the depth and specificity we add can advance our understanding of problems with 

adoption of PSS in B2C contexts. Another example is the distinction we draw under financial 

barriers between issues with pre-financing the leasing agreements and uncertain revenue 

streams, which also seems overlooked in literature.  

 

The barriers that were specific to one of the cases were: Problems with suppliers (Bundles), 

problems with retailers (Mud Jeans), unsustainable consumer behaviour and preferences 

(Mud Jeans), and lack of transparency related to environmental and social impacts (Mud 

Jeans). These barriers are interesting because they bring to surface the within group 

differences, which emphasizes the importance of some other factors that were not the initial 

focus of this project (this is elaborated on in chapter 5).   
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4.3 Part 3 - Research Question 2 
 

This final part of the analysis seeks to answer Research Question 2: How do the dynamics of 

B2C marketing as compared to B2B marketing affect the adoption of leasing or performance 

based product service systems?  There are two main sections, where the first seeks to analyse 

our B2B case and the second presents the working hypothesis. Readers will find that more 

details are outlined before each section begins.  

4.3.1 Dutch aWEARness Analysis 

The following section will describe the results derived from our interview with the CEO and 

founder of Dutch aWEARness, Rien Otto (App.5). As pointed out earlier, this case provides us 

with a mode of comparison when we attempt to understand the basic differences between 

private and organizational customers and the dynamics in the B2B vs. B2C market. The goal of 

this section is to broaden our understanding concerning the influence of the customer type on 

barriers for PSS so that we can develop some working hypotheses about such business models 

in the B2C sector. This is by no means an exhaustive analysis on the topic but we hope that the 

expertise of Rien Otto has provided us with some valuable pointers that can be explored 

further. 

  

The sales process 

The first thing Dutch aWEARness does when they get in contact with a potential client, is to 

map their needs which is often done through a questionnaire. The customer can specify the 

desired performance and which services they would like to include, such as, washing or 

repairs. Additionally, they can determine the timeframe for the contract, which according to 

Rien Otto is important since they can produce garments that are meant to last for that specific 

period. If the contract is for one year they will use cheaper garments compared to a contract 

that has a duration of four years (App.5, p.1). When they finally set up what he refers to as a 

performance-based contract, they state exactly what needs the customer has, what they are 

going to do and what it will cost. During the interview, Otto also identified some of the main 

reasons why he thought operating in the B2B-sector was preferable to the B2C: 

  

“Most of the time in B2B, you are working with big companies. It’s easy to organize it, you have 

one contract, a lot of people are using it, the company is responsible that they are using it in the 
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right way and we can also make very easy contracts for washing, repair and the take-back 

systems. It is easier to do it in B2B than B2C. You are making exactly the product they need in 

their prescription” (App.5, p.2).  

  

As we identified in the literature review, it seems that having fewer, larger buyers makes it 

easier to coordinate and communicate with your customer during the sales process. 

Conversely, we saw that Mud Jeans struggled in the beginning with administering their 

leasing-model and making their ordering process streamlined with the amount of customers 

they had. This process is easier to organize in the B2B sector where ordering is conducted 

through a dialogue instead of through the press of a button where private consumers demand 

both convenience and speed. Furthermore, customization of the offering is common practice 

and easier to organize for B2B companies such as Dutch aWEARness as they are able to get a 

thorough understanding of the customers’ needs through a careful dialogue. This is not the 

case for Bundles and Mud Jeans who instead of customizing their offering for each customer, 

have to resort to a set of pre-fixed options for different consumer segments. Getting a clear 

understanding of what these different private customers’ needs are, becomes more difficult 

since there is little or no interaction prior to sales. Mud Jeans recent “Home Try” service can 

be seen as a method to get closer to the exact product/service customers want in an 

environment where there is minimal understanding of the individual customer prior to sales. 

  

Retailers or intermediaries 

Rien Otto states in the interview that they do not commonly operate through retailers or 

intermediaries: “Most of the time it’s very direct. They are sending us an email or phoning us, we 

make an appointment, we explain what we’re doing, why we’re doing it and then most of the 

time it becomes an order” (App.5, p.1). Otto did point out that they occasionally make use of 

resellers but that they still operate in the name of the company. Furthermore, Otto explains 

that in most cases when a reseller is involved, a representative from Dutch aWEARness will 

attend appointments with the client from an early stage to ensure that the client understands 

Dutch aWEARness’s services fully and they in turn can understand exactly what the client’s 

needs are. We find this to be in stark contrast to what Bundles and perhaps particularly Mud 

Jeans have experienced. Compared to Dutch aWEARness, who did not express a strong need 

to collaborate with retailers, both Bundles and Mud Jeans have shown that it interests them to 
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have their product-service offered at retailers in order to reach more customers. However, 

both have struggled to gain a foothold with retailers in their industry and as we have pointed 

out earlier, this potentially prevents both current and future growth for the firms. 

  

The issue is partly due to the retailers’ focus on the current ‘sales volume = profit’ logic, which 

contradicts the PSS business models that strive to maximize the lifespan of products. Clashes 

in mindsets do not only complicate the communication of their value propositions but can 

also lead to direct conflicts of interests, making Bundles and Mud Jeans less appealing than 

other brands that adhere to the retailers’ product sales logic. Additionally, even if these issues 

were to be remedied somehow, concerns as to whether the retailers are able and/or 

motivated to competently promote the value added by these business models to the end 

consumer is dubious. 

  

Conversely, Dutch aWEARness secure themselves from such potential issues related to 

retailers. By communicating the value of their service-offering directly to the customers, they 

have control in terms of how they handle the process and present their value proposition. 

Managing expectations becomes easier as there is little room for miscommunication. 

  

B2B buyer incentives 

From the interview with Dutch aWEARness, we have identified what seems to be several 

buyer incentives for organizational clients that might not be present at all or to the same 

degree with private consumers. This is relevant because these incentives function as drivers 

for the adoption of leasing-based PSS in B2B. We present and discuss them in the following 

sub-sections. 

 

Tax & legislation 

Rien Otto pointed out that some current legislation and tax incentives in the Netherlands and 

Europe motivates companies to invest in the circular product-services they offer: “The 

government is making incentives so that if you’re buying these kind of products, you don’t have 

to pay 21% of taxes but only 6%. There’s a lot of things going on right now” (App. 5, p. 4). 
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He also explained that they are cooperating with the European Union who are working on 

legislation aiming to motivate producers to take more responsibility for their products after 

they are sold: “If you don’t have a good take-back system, that’s also for consumer goods, then 

you’ll pay an extra tax that is 7% of the product. It’s already in France and they’re using it” 

(App.5, p.4).  

  

With Bundles or Mud Jeans we do not identify legislation or tax incentives that motivate 

private consumers to invest in their products. It is clear how the incentives that Rien Otto 

mention, drive business customers to adopt their services and perhaps primarily because it 

saves them money through tax reductions. It is worth mentioning though, that we have also 

seen examples of how legislation can accelerate the adoption of sustainable products in the 

B2C sector with electric cars for example. 

  

Green marketing 

Otto adds that another source of value for organizational clients is that there is an element of 

marketing appeal tied to using Dutch aWEARness as a supplier. Regarding their clients he 

states, “they want to show that they are green, working within the circular economy” (App.5, 

p.3). Marketing a green image is of course advantageous both when dealing with private 

customers or business organizations. However, as we saw with Bundles and Mud Jeans the 

added value of being sustainable often does not qualify for the private consumer. This may be 

due to the fact that the environmental impact that sustainable PSS models have is not visible 

to the consumer, either because it is too far in the future or the effect itself is simply not 

something that can be measured or registered by human perception. Otto, however, 

enlightens us with the aid of an example how the ‘green appeal’ can have a much more 

concrete effect for business customers. This is simply that often when companies are 

competing for a tender, working in a sustainable fashion can serve as an advantage, and 

therefore having suppliers such as Dutch aWEARness can be beneficial for reasons other than 

their service quality or price. 

 

 

 

 



93 
 

Organizational learning 

An interesting aspect that came up in the interview, was that some companies who show 

interest in the products that Dutch aWEARness offer, also approach them to learn more about 

how they can incorporate elements of circularity in their own organization: 

 

“What we are seeing is that companies that are buying our product are also learning how to put 

it in their own way of production. Because if you are a smart company you really change from 

linear economy to circular economy. If you want to have a company in 10 years, if you’re still 

linear, and this is what you see in all companies all over the world, if you don’t change from 

linear to circular after 10 years you can’t sell anything anymore” (App.5, p.8).  

  

Otto explains that clients who have worked with Dutch aWEARness, quickly see the benefits 

of working in a circular fashion and how this may be a way to improve their processes and 

production as well. Otto demonstrates a strong concordance with the organizations 

promoting circularity in terms of the growing relevance of this approach for businesses. They 

agree that it will become critical to the survival of companies in the very near future. In cases 

where Dutch aWEARness’s clients see that assimilating this approach in their production is 

vital for their sustainability, there is an added value in being able to learn from Dutch 

aWEARness as well, although this is aside of their core business model. 

  

Rational vs. emotional decision making 

According to Rien Otto, they can lower prices if they produce clothes in a limited amount of 

colours. He explained in the interview that producing in many different colours, requires that 

you order smaller batches of fabric which is expensive compared to ordering in larger 

volumes of similar colours. Furthermore, it creates added challenges when you recycle the 

garments. Companies of course want clothes in their own colour but interestingly enough his 

experience was that firms were willing to compromise on this: 

  

“The surprising thing is that most of the companies if you explain it the right way, understand 

what you’re saying and then they say, ok let’s take the normal blue then” (App. 5, p. 5).  

  



94 
 

According to Rien Otto, his clients were able to understand that moving towards a more 

sustainable future requires that you also change your own way of thinking. Moreover, the fact 

that it is cheaper and quicker, is clearly a strong incentive for a company to make such 

compromises. 

  

We believe though that it is easier to convince business customers compared to private 

consumers, where factors such as taste and aesthetic preferences are involved. For example, 

in the case of Mud Jeans Van Son was very clear that if their jeans do not have a good design 

and fit, customers are unlikely to buy them. Simply being green will not change a customer’s 

mind. As we have touched upon earlier, the dialogue-based sales process makes it easier to 

convince organizational buyers that it is advantageous for them to make compromises. 

Conveying such a message to private consumers would prove to be very difficult as you 

normally need to convince them through marketing in a matter of seconds. 

 

The term ‘leasing’ 

In the interview, Otto provided us with some interesting insights on the topic of leasing as a 

term. He mentioned that they at one point switched from using the term performance-based 

to leasing. However, he quickly found that the term did not fully capture his business proposal 

and decided to revert his decision. According to him, the term is rather unclear for two 

specific reasons. First, Otto explains that when you do a traditional lease, the customer signing 

the contract will also be the owner of the product. In their case however, Dutch aWEARness 

maintains ownership of the product which can lead to unnecessary misunderstandings. 

Second, a traditional lease contract implies that the provider simply pre-finances the product 

and the customer purchases the item on credit. This is not the case with Dutch aWEARness 

since they do not capitalize the lease and because they obviously offer more than the pre-

financing of an asset. In that sense, their offering resembles what can be defined as an 

operating lease. However, as Otto implies, most people, even in B2B connect the word leasing 

to the more common concept of capital lease which can lead to misunderstandings. “Lease is 

an old school economy, linear economy, so you can never ever solve a problem with a tool that is 

responsible for the big mix up right now and the big economic problems we have” (App. 5, p.7). 
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When we asked him how this compared to the B2C sector, he did point out that leasing is 

more common practice for organizational buyers. But as he mentioned, leasing is normally 

used for certain products such as phones or cars and not necessarily for work wear which is 

why he prefers operating with the term performance-based contracting to avoid confusion. 

 

Dutch aWEARness - Sum up 

In the previous section, we inspected the influence of customer types and the difference 

between B2B vs. B2C marketing as experienced by a B2B PSS provider. Areas that 

demonstrated clear distinctions between B2B and B2C environments were: 

● The sales process 

● Retailers or intermediaries 

● B2B buyer incentives 

● Rational vs. emotional decision-making 

 

In investigating these different topic areas, we found that the conditions for the B2B company 

under each showed preferable traits for PSS adoption as compared to our B2C case 

companies. In the next section, we translate the findings from our literature review on B2B vs 

B2C differences and the above insights from Dutch aWEARness into analytically generalizable 

hypotheses (Yin, 1994, p.36). The hypotheses are aimed to explain the underlying traits of 

B2C environments vs. B2B environments that may be fostering some of the barriers and 

difficulties for B2C PSS providers identified in Part 2 of the analysis.  

 

4.3.2 Results - Working hypotheses 

To conclude the analysis, we suggest a set of working hypothesis that address the second 

research question. We stress that, due to the inductive nature of this study, the hypotheses we 

present are to be understood as tentative conjectures to demonstrate the potential to combine 

theory from the two fields and to provide direction for future studies. They are not meant to 

be taken as definitive conclusions. We hope that any future studies that take inspiration from 

our hypotheses might be able to verify them deductively, thus providing a concrete 

contribution to the existing body of theory. 
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The first hypothesis is: 

1. The B2B sales process is better suited for i) understanding your customer ii) 

customizing the PSS iii) communicating the value proposition of the PSS. 

  

From the marketing literature we determined that a key distinction between the B2B and B2C 

environment is that there are fewer, larger buyers in the former. The value of each transaction 

or purchase is therefore much higher in the B2B sector. Albeit a basic difference, this has 

several implications. For example, a result of the larger buyers is that B2B marketing is much 

more relationship based than B2C because companies have the resources to nurture 

relationships with their clients, through face to face meetings and more regular 

communication. We observed that Dutch aWEARness can afford to spend resources on 

sending questionnaires if not setting up physical meetings with their clients before beginning 

a project. As pointed out by Birgit Munck Kampmann in one of our expert interviews, it is 

common practice in the B2B sector to build life-long commitment and trust to nurture the 

relationship between suppliers (App.9, p.4). In contrast, neither Mud Jeans nor Bundles can do 

this as the value to the company of each customer does not justify this step in the delivery of 

the PSS. The effective delivery of a PSS is based on being able to understand the final customer 

need and fulfill this with the optimal combination of material products and non-material 

services.  

 

Therefore, stages that ensure a better understanding of the customer’s needs, help to provide 

a precise product-service that is aligned exactly with these needs. This ultimately leads to 

higher customer satisfaction but also encourages less waste as it allows the provider to 

eliminate any products or services that are superfluous to the customer’s requirements.  

Needless to say Dutch aWEARness’ process, enables such customization to a much larger 

extent than Mud Jeans and Bundles. Another aspect of this is also that with a larger pool of 

different customers, it is more difficult to cater to each customer’s distinct preferences and 

needs, such that B2C companies must rely on semi-customizable preset options (e.g. Bundles’ 

different subscription plans).  

 

Furthermore, in addition to fostering a better understanding of the customer, relationship 

building activities also provide the PSS provider with more opportunities to communicate 
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their value proposition. We saw with Mud Jeans and Bundles there were issues related to 

customers understanding their value proposition, thus hindering adoption. However, at Dutch 

aWEARness they are quite confident that they can effectively communicate the full benefits of 

their PSS during their meetings with clients. This is increasingly problematic considering that 

B2C marketing is product-driven, meaning that it is unlikely that sales are motivated on the 

basis of close relationships with customers and the product (or service) has to speak for itself.  

It follows that the difficulty to communicate the product-service qualities concisely to 

customers in the limited space of a website site, ad, etc., is a clear problematic when 

advertising and selling PSS solutions to private customers. 

  

Finally, issues with the involvement of retailers became apparent. Among the case companies, 

the B2C companies showed interest in mass retailers while the B2B company did not. Both 

Bundles and Mud Jeans acknowledged the positive effects of being represented at retailers to 

reach the mass market and increase sales. However, there were several obstacles, mainly a 

conflict of interests and mindsets that was a disadvantage when competing for space with 

regular product sales brands. Further concerns for the future were also raised in the case that 

they did reach an agreement with a retailer, such as adequate understanding of PSS by the 

sales staff. In Dutch aWEARness’ case, the sales were mostly direct to clients and even when 

done through resellers, a Dutch aWEARness employee would join the sales process at a very 

early stage to avoid misunderstandings or miscommunication. The involvement of retailers, 

which is much more common in B2C than B2B, complicates the sales process further by 

adding another link to the chain that adds another layer of communicative obstacles and the 

chance for conflicts of interests or goals to arise. 

  

Overall, our findings would suggest that direct and frequent interaction with the customer 

from an early stage is vital to the effective delivery of a PSS. The B2B sales environment 

provides a much better platform for harnessing strong relationships with customers, whereas 

in the B2C context there are many more customers where each generates less value to the 

company. This reduces the likelihood of being able to fully understand each customer, 

customize the PSS offering accordingly, and to be able to communicate the value proposition 

fully to motivate adoption by customers. 
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The second hypothesis is: 

2. Rational decision making favours PSS more than emotional decision making. 

 There were several findings that indicated that the higher level of emotional elements 

involved in private customers’ decision making processes, can hamper the chance of them 

choosing a PSS solution over the product sales counterpart. Basically, because the value 

proposition is more complex than regular product sales, the benefits to the customer can be 

unclear. Thus, understanding the entirety of PSS lends itself better to rational decision making 

compared to the emotional and impulsive purchasing decisions. This, combined with the fact 

that PSS is more common in B2B environments, which are characterized by rational decision 

making, than B2C environments, which are characterized by emotional decision making, leads 

to this hypothesis. 

  

First, one indication is that theory suggests that the economic gains of PSS are first apparent 

when considering TCO and we confirmed that Bundles experienced private consumers’ 

inability to think in terms of TCO to be a barrier. The dynamics of the B2B sales process as 

described under the first hypothesis, allows room for such technical calculations to be made 

and to be presented to customers. However, in B2C contexts, despite what some consumers 

may think of their decision making, decisions are generally made impulsively and based on 

little technical information. Furthermore, the role of the buying centre in B2B environments 

means that the customer is better equipped to process and understand arguments that are 

based on such calculations. Unlike the B2B sales process, B2C companies have little time to 

convince customers that their product or service is superior to other offerings. As Van Son 

explained, even such things as the tone and imagery of the website can be deciding factors for 

private consumers rather than the quality or the long term cost performance of the products. 

In the case of Bundles, Peters gave an idea of the complexity of calculating TCO as there are 

many use-related costs and ambiguity as to what should be included and how it should be 

measured. Unfortunately, such lengthy financial arguments are difficult to use to appeal to 

private consumers apart from very few exceptional cases (e.g. buying a house). Thus, PSS 

providers in B2C contexts may be faced with a dilemma that their value propositions are best 

explained with rational arguments based on technical information but generally private 

consumers’ behavior suggests that they prefer quick and emotionally loaded messages. 
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Further evidence of this can be drawn from findings surrounding the image of leasing. There 

were socio-psychological barriers tied to this in the existing PSS theory, namely that 

consumers saw leasing as an indication of low socioeconomic status, as it can be viewed as a 

financing option for consumers who are not able to purchase a product. This notion was 

confirmed in one of the expert interviews with Birgit M. Kampmann who mentioned that 

leasing has a negative ring to it (in Denmark), and especially amongst the senior segment 

(App.9, p.1).  

 

Although in a different vein, from the Bundles case it was apparent that some customers were 

discouraged by the idea of leasing as they could not separate themselves from the impression 

they have of capital leasing. This deters some people based on the fact that you are paying for 

the service of pre-financing. Two of our expert respondents, Per Stoltz from IKEA and Ruben 

Van Doorn from Innimo, confirmed that consumers often adhere to the perception of leasing 

as more expensive. As Stoltz points out, consumers tend to think that it is going to be good 

business for the company and not them (App.8, p.6), whilst Van Doorn reported that 

consumers tend to think they will get “ripped off” but tend to forget that there is an 

opportunity cost of buying (App.6, p.6). Organizational customers on the other hand seem to 

suffer less from these perceptions and base decisions on facts because they are able to 

understand the difference between capital and operating leases, and issues tied with status 

are of little relevance as leasing is common practice in B2B settings. 

 

Another example of emotional factors of buying decisions working against PSS adoption is 

that currently private consumers do have an innate desire for ownership, which is often 

reasoned by the identity signals and status symbols that can come with product ownership. As 

Van Doorn mentioned, this notion is different in B2B. He used the example of car leasing by 

big companies who, according to him, do not care about the brand or look as long as it gets the 

job done (App.6, p.13). Interestingly enough though, he did point out that smaller business 

(self-employed and entrepreneurs) tend to resemble the behaviour of private consumers to a 

higher degree (App.6, p.13). 

 

Furthermore, although not entirely conclusive, due to lacking customer knowledge especially 

of non-customers, we saw traces of this in the B2C case companies. Peters from Bundles 
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commented that customers likely value newness as a quality in itself regardless of 

functionality. In the case of Mud Jeans, personal fashion is an iconic example of identity 

signalling through material possessions and the reported increase in sales that came with an 

expanded portfolio of models can support the notion that consumers are sensitive to subtle 

differences in style. In contrast, it was interesting to see that Dutch aWEARness’ customers 

were willing to compromise on issues of aesthetic preference as long as they were presented 

with economic or environmental arguments. Again we can observe a propensity for private 

consumers to place more weight on intangible aspects of products that do not demonstrate 

rational purchasing behaviour. 

  

As such, we conjecture that the barriers experienced by B2C companies can also be attributed 

to the fact that rational decision making, which is more characteristic of organizational 

buyers, is more likely to favour PSS adoption than emotional decision making, which is more a 

characteristic of private consumers. 

 

The third hypothesis is: 

3. There are in fact more potential benefits for organizational customers than private 

customers when adopting PSS solutions. 

 

The final hypothesis that emerged from our analysis was that, quite simply, PSS business 

models are able to deliver more real value to organizational clients than private consumers. 

Although this is not strictly related to the marketing dynamics of the different domains, we 

feel compelled to include this in our findings. The importance being that if the service gains 

that are born from a PSS approach compared to a product sales approach are somehow 

negated or minimized due to the nature of the B2C environment then this challenges the 

theoretical foundation of the concept and further emphasizes the need to lay more focus on 

the domain in which a PSS provider operates. 

  

It was evident from comparing the B2B and B2C case companies, that there were some 

benefits that were experienced by organizational customers but not by private consumers. 

For example, Otto from Dutch aWEARness explains that there are certain tax incentives for 

organizational customers to contract services from suppliers who are considered 
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environmentally friendly. Although there can be personal feel good effects for private 

consumers to purchase green solutions, there are yet no real monetary benefits, such as tax 

exemptions for the products in our study. If anything, environmentally friendly options are 

seen as a more costly option because all the negative environmental and social externalities of 

the existing non-green alternatives are not internalized in their cost and hence, price. We 

must note, however, that this point is very contingent on the legal context and also rests on 

the assumption that the PSS in question are in fact considered as sustainable solutions. 

  

Another potential benefit is that for organizational clients purchasing the services of a 

sustainable PSS provider can add to their green image which is increasingly important when 

competing for tenders, according to Otto. This can be compared to a private consumer’s 

personal image or the purchase of green solutions as a tool for identity signalling and 

accumulation of social capital. However, because in the case of the private consumer the 

resulting effect of a better image is less tangible than, for example, a new project and the 

profits that are ensued, the effect may be weaker.   

Moreover, Otto explained that a spillover effect for an organizational client who contracts a 

supplier such as Dutch aWEARness, is that they can learn from their sustainable practices and 

their clients have shown interest in assimilating Dutch aWEARness ‘s methods into their own 

production. As such, organizational buyers see a form of spillover effect in that working with 

sustainable PSS providers can be an opportunity for organizational learning. It is evident that 

this sort of added value is not relevant to a private consumer, thus adding another layer of 

appeal for B2B customers as compared to B2C customers.  

 

Finally, we would like to point out that it is not impossible that there are several potential 

benefits for organizational customers that have not been uncovered from literature or our 

interview with Dutch aWEARness. On a more general level, one could for instance imagine 

how PSS can help an organization take care of more peripheral activities which in turn allows 

them to focus on their core enterprise. Without going into more depth, we also know that 

many companies prefer to relinquish ownership because it releases cash-flow, enhances 

flexibility and comes with certain accounting benefits (Nikolai et al., 2010, p.1085). Leasing 

for example, which in essence is considered a liability, will not be reflected on the balance 

sheet of a firm which can have a positive impact on financial statements.  
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4.3.3 Sum up – RQ2 

In this section we combined insights from a company selling a performance based model of 

work clothes and uniforms to B2B clients, with existing marketing theory on the differences 

between B2C and B2B contexts. Thus, giving us a deep understanding of the characteristics of 

each environment which are relevant to PSS adoption. We compared these to the barriers that 

our B2C case companies were found to experience, in so doing we generated a set of 

hypotheses about the underlying factors that are the root of the many challenges faced by B2C 

PSS providers.  

 

Although the hypotheses are not conclusive claims, they do all point to the notion that the 

dynamics of the B2B environment are preferable for PSS compared to those of the B2C 

environment. In the following chapter, we will elaborate on the implications of the results of 

the different stages of our research project and present reflections on the overall research 

design together with some additional findings we encountered.  
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Chapter 5 - Discussion 

 

The development of this research and resulting findings have been subject to several 

influences which we aimed to minimize but must be aware of. This section will provide a 

summary of our results, a critical assessment of our research strategy and methods, and the 

effects they have had on our results. Furthermore, we put our results into perspective in 

relation to the existing literature in the field and bring to attention a few unexpected findings 

together with their implications. Finally, we present some avenues for future research, an 

integral part of an exploratory research paper. 

  

5.1 Key Findings and Perspectives 

5.1.1 - Research Question 1 

 

1. What are the barriers for startups providing leasing or performance based 

product service systems in the B2C sector? 

 

The findings as summarized in the analysis for our first research question, helped to uncover 

the barriers as experienced by two startups providing leasing or performance based PSS 

models in the B2C sector. Major barriers that were common to both cases are: the financial 

barriers related to pre-financing and long payback periods, resulting issues with scaling, 

difficulties with communicating the value proposition, lacking knowledge of customers, and a 

lack of PSS-related competencies. Albeit descriptive, this was a fundamental stage in the 

progression of our research as the existing knowledge from a management perspective on PSS 

barriers is sparse and above all the extent to which prior research is generalizable to B2C 

situations is unclear. 

  

We witnessed that in the literature, some barriers were raised in terms of clashes with the 

(B2B) client’s organizational mindset and competition with the client’s existing business 

functions. However, for our B2C case companies this was obviously not an issue because they 

are by definition not selling to organizational customers. On the other hand, the barriers 

related to socio-psychological factors, such as the image of leasing or the desire to own 
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products are big challenges for our case companies, although these are thoroughly discussed 

in several articles. So, despite confirming their heightened relevance for B2C companies, the 

findings did not diverge from existing theory. Overall, in comparing our results to the 

literature, it became apparent that the existing theory is dominated by observations of large 

transitioning firms in the B2B sector. B2C related barriers, although less represented, are also 

accounted for in select articles, however their relative importance does seem to be somewhat 

undermined. 

 

Additionally, by comparing our findings from the B2C case companies to the barriers raised in 

literature, we were able to better understand the implications of being a startup operating a 

PSS. Although there were few barriers detected that were not mentioned at least at some 

point in the reviewed articles, we noticed some differences which made it apparent that focus 

areas for large transitioning firms compared to startups are quite different. For example, in 

the literature there were many barriers, which relate specifically to transitioning from a 

product sales model to PSS such as, a necessary shift in internal mindset or culture, competing 

departments within the firm, or lack of support from top management. None of these types of 

barriers influenced our case companies. Due to the fact that they were founded based on a PSS 

model, there is no prior organizational mindset or culture that needs to be modified, they do 

not have internal competing departments, and because the whole firm is based on the 

founder’s ambition to move towards a more sustainable society there is naturally no lack of 

support from top management. On the other hand, there are some barriers that become 

accentuated due to the nature of startups. For example, they do not have the financial capacity 

for pre-financing and dealing with uncertain and slow revenue flows and this can have severe 

implications on the ability to scale up. This is a grave problematic because not all companies 

will be able to survive the initial period of economic deficit and this will impact the number of 

companies we see now and in the future that operate PSS models.   

 

Finally, there were a few additional barriers that were specific to only one of the cases. 

Although we strived for similar business models, it is clear there are some differences 

between Mud Jeans and Bundles, most noticeably the products they deal with. Consequently, 

while uncovering overlapping barriers that could be traced to issues of dealing with private 

consumers and of being a startup, we also became aware of some other relevant contingencies 
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that can also engender barriers for a PSS provider. The most dominant one was the 

characteristics of the product on which the PSS is based (elaborated later in Section 5.4). The 

overall implication is that this manifests, that even within the subset leasing or performance 

based PSS startups in the B2C sector, each case is different and we must avoid broad 

generalizations.      

 

5.1.2 - Research Question 2 
 

2. How do the dynamics of B2C marketing as compared to B2B marketing affect the 

adoption of leasing or performance based product service systems? 

 

The identified barriers from RQ1 then served as the basis to apply a marketing perspective 

and generate the following working hypotheses as to the underlying reasons why PSS are 

currently more successful in the B2B sector than the B2C sector, thus answering the second 

research question: 

 

1. The B2B sales process is better suited for i) understanding your customer ii) 

customizing the PSS iii) communicating the value proposition of PSS. 

2. Rational decision making favours PSS more than emotional decision making. 

3. There are in fact more potential benefits for organizational customers than private 

customers for adopting PSS solutions. 

 

We believe that our findings represent a novel approach as it seeks to explain a topic from an 

angle that is previously unexplored. As explained in the methodology, these hypotheses are 

inductively generated from our observations of the case companies combined with insights 

from experts and theory on differences between marketing in B2B and B2C contexts. Now, the 

hypotheses are primarily meant to inspire future research that can deductively prove or 

falsify them. We have, nonetheless, had some reflections about the significance of these 

hypotheses, if we for the sake of discussion take them to hold true. In the following section we 

would therefore like to consider how a PSS provider or other interested parties might take 

these hypotheses into consideration when dealing with private consumers.  
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Hypothesis 1 

We have seen that understanding the customer has proven to be a major challenge for our 

two B2C case companies. It seems that, businesses must seek more creative approaches to 

understand potential market segments and not necessarily rely on existing segments when 

offering novel PSS solutions. As we saw with Bundles, one useful approach can be to look at 

consumers who have already adopted other similar concepts. Later, when an initial sample of 

customers have adopted the concept, it is crucial to strengthen feedback loops so one can 

better understand consumer needs and adapt the offering accordingly. Additionally, it is 

essential in the future to learn more from the few existing business cases and best practices, 

and to stimulate more knowledge sharing in the field. Customizability will inevitably be a 

considerable challenge in large target markets with vastly different sets of users but it is 

nonetheless necessary to provide private consumers with the comfort of choice. One approach 

is to offer a range of pre-configured solutions based on different use-patterns and service 

levels with simple procedures to upgrade or downgrade the offering. This way, you can help 

consumers ease the transition from ownership to use. When communicating the value 

proposition, one should strive to create clear and concise marketing messages that focus 

primarily on customer benefits. One should use relatable examples that serve to accentuate 

the value of the offering when compared to the option of buying. Aspects related to 

sustainability are nice but should be secondary as they are not fundamental to convincing 

consumers. Finally, one should as far as possible avoid the word “leasing” as especially private 

consumers seem to associate this word with certain undesirable connotations. 

 

Hypothesis 2 

Hypothesis 2 suggests that PSS providers in B2C markets have to assess carefully how 

consumers interact with their offerings and consequently how they choose to formulate its 

benefits. In some cases, consumers will attribute an irrational amount of intangible value to 

aspects such as ownership, privacy, control over means and quick access to the use of certain 

products. If a PSS for example removes ownership, the value of an offering could be lowered 

significantly in the eye of the consumer (Tukker & Tischner, 2006b). This is important 

because such offerings will be more challenging and difficult to implement in B2C settings (we 

will discuss this further in the section on product characteristics). Furthermore, it is 

important to rationalize communication efforts as much as you can for the consumer, by 
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explaining clearly elements such as TCO and actual service gain in order to effectively 

compete with traditional product sales alternatives. 

 

Hypothesis 3 

If we consider this hypothesis to hold true, it will indeed be more difficult for PSS to deliver 

added value to private customers as opposed to business customers. This means that 

businesses in B2C markets have to be even more attentive and critical towards consumers’ 

final needs to identify the desirable value adding services. Additionally, this shows that it will 

be absolutely necessary in the future to encourage beneficial legislation and greater tax 

advantages to stimulate the adoption of PSS in B2C markets.  

 

This also raises the question of whether the fundamental theoretical assumption that PSS 

models can provide a service gain, needs to be challenged in B2C markets. Theoretically, there 

is a potential service gain or added value that can be derived from PSS as compared to their 

product sales counterparts (see Colen & Lambrecht, 2013, p.502) but we saw that this is not 

always the case in practice. Although our research does not present any form of rigorous 

quantitative analysis of the value added dimension, there is no proof of significant economic 

benefits for either the provider or customer that we can observe from our two B2C case 

companies. Actually, in their current form both companies acknowledged that the offerings 

are not competitive on price but aim to attract customers with their low environmental 

impact and the peace of mind their solutions provide through high service quality. This 

suggests that to prove any sort of service gain, it is critical to investigate how and to what 

extent these intangible features influence the value-cost ratio for customers. Also, apart from 

customer type, a more detailed analysis of the contingencies that make the ‘service gain’ 

larger or even possible will be of great benefit to the field.  

 

Finally, there is a section in the literature review that specifically described the potential 

benefits for the PSS customer (see Section 3.2.5). However, literature did not clearly 

distinguish between organizational customers and private customers. Interestingly enough, 

this hypothesis demonstrates that the two customer groups experience different benefits in 

reality, partly also as a result of certain forces in the external environment that seem to 

accentuate the benefits for business customers compared to private customers. This is 
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important because it has relevant effects on the adoption rate of PSS and argues for our 

research approach which seeks to separate between B2B and B2C environments. We believe 

this to be a clear instance where our study illustrates the importance of being attentive to the 

distinct properties of any variation of PSS, whether it is actually the business model, the 

customer, or the product.  

5.2 Contribution to PSS Theory 
The main motivation for our exploratory study was that through reviewing the literature on 

PSS we found very few articles that distinguished between operating in B2B and B2C contexts 

and furthermore honed in on a specific type of PSS. There are a select handful of articles (e.g. 

Tukker, 2004), however, that suggest typologies of PSS. This together with the variation 

between existing PSS providers, indicated that it would benefit the project to focus on a 

specific type of PSS. Thus, we believe that this research paper does not only contribute by 

shedding light on the importance of paying attention to differences between B2B and B2C 

environments, but also on having a clear focus on a specific type or types of PSS, in the case of 

this project, leasing or performance based models. This further underlines the necessity for a 

more segmented view of PSS so that theories are not over generalized such that they lack real 

applicability, an opinion which Tim McAloone from our expert interviews also shares (App.7, 

p.6). Our study supports the growing management focus surrounding PSS and further 

demonstrates that interdisciplinary studies that connect other fields, such as marketing, to 

PSS can provide a promising basis for developing new knowledge and theory. 

  

Finally, this paper also brings attention to startups and SMEs who are striving to build on PSS 

business models in order to work towards a more sustainable economy. The case companies 

that are showcased in relation to PSS and the circular economy are no longer only large 

corporations that are attempting to transition or that are experimenting with these concepts. 

There are many startups being represented as well (see e.g. Ellen MacArthur Foundation, 

2015) because they have more flexibility to take the necessary risks, and they are thus seen as 

important drivers of change, also because they can be helpful tools to raise increasing 

awareness surrounding more sustainable business models. In terms of our working 

hypothesis, we will elaborate on their contribution and role in future research later, in Section 

5.5 on further research.  
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5.3 Limitations and Implications on Findings 
There are many factors that potentially limit a dissertation. This is important because such 

factors significantly influence the quality of the findings and the ability to answer a research 

question. In this section, we would like to identify the limitations that we believe had the 

greatest impact on our research. 

The first aspect worth mentioning relates to our case study sample. This sample of three 

companies is of course limited in size which makes generalizations to a larger population 

impossible, although this was not the goal of our study. Furthermore, the fact that we have 

studied startups raises some other potential issues that may have affected our findings. This 

relates in particular to the first research question which addresses the barriers we have found 

with our two B2C cases. It is uncertain and difficult to control for the possibility that some of 

the barriers are not necessarily specific to PSS but rather common barriers faced by startups 

in general. It could, for example, be that these barriers manifest themselves not only for 

leasing and performance based PSS but for any startup attempting to introduce a novel 

business model in a relatively uncertain market. Thus, we recognize that some of our findings 

might not be specific to PSS and the context we have sought to describe. However, it is not 

unlikely that PSS models amplify the difficulties that startups face in the first place. Take an 

example such as the financial barrier faced by our two B2C cases. The issue of financing is 

something that many startups struggle with at an early stage. We observed, however, that the 

current financial framework and the characteristics of the revenue model of leasing and 

performance based PSS put startups at a particular disadvantage. 

  

Second, we have to emphasize the limitation of our qualitative research design. Qualitative 

data is by nature more difficult to analyse and does not necessarily fit neatly into standard 

categories. It has been challenging to extract the relevant data from the interviews and to 

analyse this in a coherent and systematic manner. We are aware that in this process, our 

subjective bias and prior knowledge might have influenced both the findings that we have 

chosen to highlight and how we have chosen to answer the research question. Moreover, the 

interviews ranged from open to semi-structured, which might have implications in terms of 

the comparability of our case studies. Also, we cannot guarantee that we managed to touch 
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upon every relevant aspect of the barriers encountered by the case companies in the span of 

the interviews we conducted. 

  

Additionally, there might be some bias in the data since the cases constructed, were based 

mainly on interviews with the CEOs and founders of the case companies. These respondents 

were seen to have the most in-depth knowledge of the respective businesses and the logic 

behind them. However, we cannot exclude the possibility that their high involvement with the 

company makes it difficult to maintain a neutral and objective stance towards certain issues. 

Furthermore, it would be sensible to acknowledge that the interview respondents likely 

prefer to portray their businesses positively as they may also see this project as a 

communication tool to raise awareness of their companies. Also, more specifically, we found 

that both companies struggled with a lack of customer knowledge. Put simply, this could 

suggest that they do not possess some information that is valuable to the project and this 

could have implications on our results. Especially, considering our topic of barriers to 

adoption, it is logical that people who choose not to purchase the PSS solutions hold relevant 

insights. Here the companies in question particularly lacked knowledge, which showed to be a 

problem for the business but potentially also for our research. 

 

5.4 Other Findings: Product Characteristics 
It has become apparent throughout the process of this thesis that for a PSS to have any chance 

of success, the characteristics of the product involved in the offering is of paramount 

importance. As literature points out, whether the PSS is accepted in society will depend on the 

product type and the product use patterns (Mont, 2004). 

  

Although, the discussion of this topic has not been core to our focus, it has interestingly 

enough been raised in both expert and case interviews. This has resulted in what we believe 

are some interesting and valuable ideas from the subjects we have interviewed. We think this 

is relevant for two reasons: First, we believe it is important to outline what these general 

characteristics are to better understand the opportunities that lie within PSS in consumer 

markets. Second, it seems that the product type has considerable implications for both our 

case companies and some of our findings. Furthermore, an assessment of general product 
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characteristics for PSS has not been done previously to our knowledge. We attempted to limit 

the influence of this between our B2C and B2B case companies to the best of our capabilities 

by selecting companies with PSS based on similar products, i.e. Mud Jeans and Dutch 

aWEARness both being in the clothing industry. However, the other B2C case company, 

Bundles, deals with a different product and this has spurred several interesting reflections. 

This has given us a better overall understanding of leasing and performance based PSS 

models but is also likely to have impacted our ability to strictly focus on differences that stem 

from the customer type.  

  

In the following section, we would therefore like to summarize what we derived from 

literature and interviews before we proceed to gather the relevant product characteristics in a 

table (see Fig.4). Subsequently, we would like to discuss how this relates to our case 

companies and our findings. Finally, we sum up the product characteristics section before 

proceeding to propose avenues for further research.  

 

5.4.1 – Findings 

 

From literature 

The literature has shown limited promise when it comes to outlining such general product 

characteristics but in reviewing literature we noted some ideas sporadically in certain articles 

and books. Based on our literature selection, we have been able to derive the following 

inferences concerning the mentioned topic: 

● Products that are very cheap or products that are consumed during ownership are not 

suitable as they retain very little value at the end of a lease (Fishbein et al., 2000, p.8). 

● Products with significant material value after the use phase allow the manufacturer to 

reuse, recycle, or remanufacture some of the materials or components. Thus, easily 

worn products, products that make use of inexpensive raw materials and products that 

employ fast changing technologies are not suitable (Fishbein et al., 2000, p.47). 

● Expensive products with high insurance and maintenance costs are perhaps 

particularly suited for certain types of PSS (Mont, 2002b). 
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A study by Cook et al. (2006) also revealed that the following characteristics influence the 

receptivity of PSS: 

● High value products where significant revenue can be secured to finance the 

competencies needed for service delivery. 

● Physical products that can easily be disassembled and upgraded to facilitate changes in 

technology and fashion. 

● When firms have knowledge of their product performance throughout the use phase of 

its life cycle so they can tailor solutions and provide necessary knowledge. 

  

From interviews 

Most of the existing theory focuses mainly on B2B and manufacturing firms as we have seen 

earlier. However, our expert and case interviews gave us some more pointers as to how 

product characteristics make a difference in the B2C sector. 

In one of our expert interviews, Ruben Van Doorn stated that products that are not as design 

sensitive are more suitable for PSS. Van Doorn believes that in a B2C context you should look 

at objective product qualities and try to avoid products where there is a lot of emotion 

involved (App.6, p.5). Similar to what literature mentions, he also noted potential issues with 

products that have short technological life cycles where people always want the newest 

version of a product. Finally, he also commented that products where consumers can easily 

think about the end-result - “I need clean clothes or clean dishes” - might be more suited for 

leasing or performance based business models (App.6, p.12). In another interview, Tim 

McAloone, a professor in the field of PSS, pointed out that disposable low-value products are 

unsuitable. Furthermore, he believed that it was important to consider the relationship with 

the user to the artefact involved.  McAloone mentioned that it would be difficult to remove 

ownership for products that are very personal to consumers. He used products that are 

connected to personal hygiene as an example. (App.7, p.6) 

 

Based on his experience with Bundles, Marcel Peters also had ideas about some product 

characteristics that were of relevance. From the interviews, we derived the following relevant 

characteristics to look at:   

1. Maintenance or repairs as a part of total cost. 
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2. Consumables as part of total cost (heating, electricity, detergent, water etc.) 

3. Complexity of the maintenance. 

 

Peters believes that the higher the proportion of the total value that these three 

characteristics constitute, the more potential value you can add as a PSS provider (App.1, p.2).  

  

Summary 

Based on the findings described we have found that the following product characteristics will 

either enhance or lower the success potential of PSS: 

 

Fig. 4 Product Characteristics Table 

 

 

5.4.2 – Implications 

Implication on case companies 

Let us exemplify what was found by taking a closer look at Bundles and Mud Jeans. There are 

some key distinctions between jeans and washing machines that probably have affected how 

these two offerings were received in the B2C market. While washing machines can be defined 

as high-value, durable goods, we cannot say the same about jeans. Although jeans can be made 
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to last, they are better defined as consumable items and particularly in today's fast-moving 

fashion world. Jeans are fairly low value products and most people prefer to buy a new pair 

instead of paying for repairs. What further complicates the notion of leasing jeans, is that 

people ascribe clothing with considerable emotional and intangible value. Consumers’ 

perception of value is heavily influenced by fashion trends and brands. People do not 

necessarily purchase clothes that are made to last. Instead, they cherry-pick the brands and 

the style that they feel reflect their preferences and identity. The potential for building a 

service and adding significant value around such a product is therefore limited. Especially 

when it is so unclear and individually determined how consumers assign value to this specific 

product. If we juxtapose this to Ruben Van Doorn’s statement that products with objective 

measureable qualities are better suited for PSS (App.6, p.5), we may infer that this contributes 

to jeans not necessarily being the best match for PSS. 

  

If we contrast this to Bundles and their product offering, we can begin to see why washing 

machines seem more suitable for PSS. They are as mentioned high-value, durable goods and 

come with significant repair and maintenance costs that require a certain amount of expertise. 

There are also considerable costs incurred from the use-phase of this product. Furthermore, 

washing machines maintain considerable value after use and consumers assign little 

intangible value or emotion to them. Finally, offering expensive, high-end washing machines 

through leasing helps to lower the initial investment barrier for consumers. This could 

potentially be said about any product that is offered through a PSS but the difference lies in 

the notion that the product is prohibitively expensive to certain segments even though they 

are interested in the product. Peters illustrates this with figures provided by Miele that say 

60% of their surveyed sample of households wanted a high quality washing machine but only 

20% had one because of the high acquisition costs (App.1, p.1). This is less likely to be the case 

with jeans, where the price of what is considered high end is of a much lower magnitude. 

These traits all together serve to show that the potential for adding value through a leasing or 

performance based PSS, is considerably higher with washing machines compared to jeans. 

  

Implication on findings 

We have found that product characteristics could have important implications on some of our 

findings from RQ 1. This is relevant because it will impact how the different barriers we have 
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found are experienced by an organization. In the following section we would therefore like to 

describe shortly exactly how this potentially could take effect and for which findings. 

  

Financial barriers: As we have seen, higher value products tend to be more suitable for PSS. 

However, we also found that our case companies have struggled to finance the ownership of 

the products that are part of their offering within the current financial framework. 

Paradoxically, this means that the higher the value of the product is (hence, the more suitable 

it is for PSS), the more difficult it will be to pre-finance the leasing agreement as more funds 

are needed. 

  

Communicating the value proposition: If a product is suitable for PSS, use costs such as 

maintenance, repairs, and consumables often account for a significant portion of the TCO. 

However, the price tag of a comparable alternative will not necessarily reflect this, which 

makes communicating the value proposition of a PSS offering more challenging. As we have 

seen, the image that private consumers in particular associate with leasing complicates this 

issue even further, resulting in a similar paradoxical effect as the former point where the 

feature making a product suitable for PSS also increases the prominence of a barrier to 

adoption. 

  

Lack of competencies: A product suitable for PSS is typically quite complex (at least in terms 

of maintenance) and requires a certain level of expertise. As we saw with Bundles, they had to 

outsource their first line service because they did not possess the technical knowledge to 

handle their washing machines. One can therefore insinuate that higher product complexity 

increases the odds that you as a PSS provider will not possess the necessary competencies to 

deliver the offering. Lack of competencies can be solved by outsourcing but this again adds 

costs and, although an integral part of successfully providing a PSS, managing partnerships 

comes with challenges as well. As we saw in the analysis, outsourcing adds more layers of 

stakeholders to the offering that you must administrate and it leaves you vulnerable to certain 

unforeseen events. By and large, this eats away potential profit margins from service gains 

and increases risk.  
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5.4.3 Sum up - Product Characteristics 

Based on the discussion above, it is fair to presume that product characteristics are a critical 

contingency that has a very real impact on whether a PSS will be successful or not. First, we 

created a table which collected the relevant characteristics for PSS based on literature and 

interviews. Second, we took a closer look at how these product characteristics seemingly have 

affected our two B2C case companies. We declared that the potential for adding value through 

a leasing or performance based PSS is considerably higher for washing machines compared to 

jeans. Considering this, Bundles and their offering seems like a better fit for a PSS logic 

compared to Mud Jeans. Third, we took a more specific look at how product characteristics 

can have had implications on the barriers we found through our analysis. Interestingly, 

certain characteristics that make products more suitable for PSS, can also enhance the 

relevance of certain barriers to implementation or adoption. In some instances this creates a 

seeming catch-22 situation, and providers must consider their priorities and the trade-offs 

involved. 

  

There were some indications that private consumers may be more sensitive to product 

characteristics than organizational customers. For example, private consumers place 

particular value on ownership, privacy, and control over means. This can, as theory also 

points out, affect the value-cost ratio of a PSS negatively (Tukker & Tischner, 2006b). Thus, 

consumers assign intangible or emotional value to more products than business customers 

which can lower the perceived value of a leasing or performance based PSS. Furthermore, it 

seems that similar products can have different roles in B2B vs. B2C, adding to the notion that 

PSS must be investigated on a case-by-case basis. A good example of this is Mud Jeans and 

Dutch aWEARness. While clothing in the form of jeans for private consumers is more an 

expression of style and fashion, clothing serves a much more practical role as uniform or 

workwear for business customers. In this B2B case, the actual users of the product are less 

likely to attribute emotional value to it especially as the purchasing decision is likely made by 

somebody else. 

  

The overall conclusion is therefore that relatively few types of products are suitable for PSS in 

B2C markets. A product which is viable for PSS implementation in B2B settings, can be 

unsuited once applied in a B2C setting. It is of essence to understand how customers use a 
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product, what their needs are and how they assess value if you want to add value through 

services. Therefore, product characteristics should be considered carefully before a company 

ventures into PSS. 

 

5.5 Further Research 
Suggestions for further research is a crucial element to this discussion because a key objective 

of the inductive approach is to generate hypotheses that can serve as the groundwork for 

further studies which then provide concrete theoretical suggestions. Thus, it is natural to take 

a point of departure in our hypotheses as they are presented. 

  

If we consider the first hypothesis, we see that to better understand why PSS performs better 

in B2B than B2C it would be beneficial to conduct in-depth research concerning the sales 

process and the communication process of the value proposition in the two contexts. Some 

interesting questions would be: 

● How does the buying centre facilitate the provider’s understanding of customers’ 

needs as well as the customer’s understanding of the value proposition of PSS 

solutions? 

● What are the critical points that convince customers or push them away? 

● How does the provider's own understanding of their value proposition compare to 

what private customers understand? 

  

Therefore, without suggesting a specific research question it seems that studies of PSS value 

propositions and their communication would generate valuable insights about the differences 

between B2B and B2C customers’ motives for adoption. Such a study may include data such 

as, participant observation of B2B sales meetings or behavioural data on the purchasing 

process for private consumers through observation and interviews, to highlight the key 

differences and contribute to existing theory.   

  

Although closely related, the second hypothesis then may indicate that a study that takes an 

approach informed by decision making theory and irrational consumer behaviour will benefit 

our understanding of the differences between B2B and B2C customers. Such a study would 
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likely draw from similar data but rather than inspect it from a marketing strategy and 

communication perspective, it may: 

● Investigate the rational and emotional factors involved in both environments. 

● Whether emotional or rational, aim to identify concretely what the value adding 

attributes of PSS solutions are for both consumer types. 

  

This also leads to the third hypothesis which would suggest the importance of a study that 

considers external factors that influence the perceived value of PSS solutions, such as 

legislation, taxation, and socio political trends. In relation, we find that more detailed case 

studies that actually scrutinize the added value of PSS or attempt to somehow quantify the 

service gain as compared to traditional sales models may provide explanations by challenging 

the theory. Lastly, although this project has concentrated on customer types, a similar analysis 

on preferable product characteristics, especially within B2C environments where PSS has less 

traction, would greatly behove the field and can help to generate some useful managerial 

implications for any future companies wishing to adopt such business models. 

 

 

Chapter 6 - Ending 

 

6.1 Conclusion 
This research paper took a point of departure in the observation that there are few leasing or 

performance based PSS models in the B2C sector compared to the B2B sector. The basic 

assumption was that the low number of PSS providers in B2C contexts is an indication that 

there are some barriers or hindrances in this environment that B2B PSS providers are not 

experiencing. Although without making definitive claims, this would imply that it is more 

difficult to operate a leasing or performance based PSS in the B2C sector.  

 

After reviewing literature and conducting the first segment of the analysis our findings 

showed that although most of the barriers are accounted for in extant literature, there are 

very few studies that are sensitive to the contingencies that make certain barriers more 
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salient than others in different contexts. Our findings did indeed bring to the fore the effect 

that dealing with private consumers vis a vis organizational buyers can have. Our analysis 

showed that certain barriers are tied specifically to the traits of private consumers and that 

several barriers that are discussed in literature for PSS in general, are irrelevant for our case 

companies. The analysis also suggests a set of hypotheses as plausible explanations for why it 

simply might be more difficult to exploit the potential of PSS models in the B2C sector 

compared to the B2B sector. The hypotheses are: 

 

1. The B2B sales process is better suited for i) understanding your customer ii) 

customizing the PSS iii) communicating the value proposition of the PSS. 

2. Rational decision making favours PSS more than emotional decision making. 

3. There are in fact more potential benefits for organizational customers than private 

customers when adopting PSS solutions. 

 

Finally, our findings indicated that startups experience a different set of barriers than large 

established companies, and that the characteristics of the product that the PSS is based on 

have an influence as well.  

 

Unfortunately for the field and entrepreneurs (also including entrepreneurially minded 

people in large organizations) interested in providing more sustainable solutions through 

functional sales, it does seem that without a fundamental shift of culture in society’s relation 

to consumption and ownership, it will continue to be difficult for these business models to 

prosper. The current paradigm still favours regular sales models, and on top of the customers’ 

mindsets, financial frameworks need to be altered for PSS to compete on fair terms (e.g. 

internalizing of environmental and social costs), thus promoting the movement to a more 

sustainable economy. There are however hints of a shift on both fronts and there is a general 

optimism that we will see change in the near future within the business and academic 

community affiliated with this field. We are witnessing increasing numbers of solutions based 

on ownerless offerings and consumers are slowly demonstrating that they can detach 

themselves from the desire to own, once presented with products and/or services that 

provide better value to cost ratios.  



120 
 

Overall, on top of developments in society and the external organizational environment, PSS 

as an academic field and in practice is still fairly immature, especially in B2C contexts. Thus, it 

seems that the current array of B2C PSS have not reached their ‘ideal’ state as described in 

theory. They consequently fail to deliver the full benefits of the concept and lack appeal to 

private consumers, dampening the expansion of the field. Hopefully, as the field matures and 

there are advances in the knowledge, experience, scale, and competition, of and amongst 

these business models, we will see increasing convergence of economic and environmental 

goals. If this theoretical aspiration can be achieved in practice then leasing or performance 

based, as well as the other strains of product service systems, might help to urge us towards a 

more sustainable economy.  

 

On this journey, it will be interesting to see more hybrid business models and increased 

collaboration between established companies and startups. As we saw with Bundles, this can 

be an effective approach to enable and test these novel concepts when organizations possess 

complementary capabilities. Combining the financial capacity of large corporations with the 

agility of startups may help to overcome some of the barriers and risks that seem to prevent 

an accelerated growth towards PSS in consumer markets.  

 

Finally though, we must acknowledge that this transition will be gradual and is only part of 

the solution that can address overconsumption and related environmental issues. As pointed 

out by Sterman (2013), we cannot expect that traditional business will promote approaches 

that cause growth to stop when their competitors do not. A major part of the change must 

come from the public and public policies if we are to end this generation’s worldwide 

addiction to growth and material prosperity. 
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6.3.2 Appendix A  

Overview of expert interviewees 

● David Goehring - Architect & manager working for Chora Connection  

Background: Sustainable architecture, urbanism, industrial design and the fashion industry. 

Co-partnered in a circular economy consultancy called Full Circle. 

 

● Tim McAloone - Professor of Product Service Systems at DTU  

Background: Wide experience with product/service-systems, sustainable design, product 

innovation and product development. Involved in several start-ups and publications.  

 

● Ruuben Van Doorn - Managing Director at Innimo 

Background: International experience in strategy, sustainability, change-management, 

operations and marketing & sales. Former partner with David Goehring in Full Circle.  

 

● Birgit Munck Kampmann - Director at Copenhagen Resource Institute 

Background: Expertise within the field of waste, resource efficiency and the circular economy. 

Also considerable knowledge about European environmental policy making.  

 

● Julia Vol - Manager at Worldwatch Institute Europe 

Background: International experience within consulting, project management, and 

communication services in the field of business sustainability and circular economy. 

 

● Per Stoltz - Sustainability Developer at IKEA Services AB 

Background: Has worked with waste handling at sites, customer take back of products, reuse 

of products and "close the loop projects" for the IKEA Group. 

 

● Michael Bellers Madsen - Project Manager at Concito Think Tank 

Background: Consultancy and project coordination. Extensive experience within sustainable 

development analysis and climate related policy developments.  

*Note: Interviews with David Goehring, Julia Vol, and Michael Bellers Madsen were not 

referenced in the project and as such interview transcripts are not provided. Audio files of 

these interviews can be found on the attached USB. 
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Interview 1 – Bundles – Appendix 1 

Interviewee: Marcel Peters  

Position: Founder & CEO of Bundles  

Date: 4th of May 2015 

 

Introduction to Bundles 

 

“The reason I started the business was actually kind of a personal worry about the amount 

waste that we're creating in our households.  And then, I link that to some technology that I 

got acquainted with during my work at RWE, the utility company with regard to smart 

metering, big data analytics and mobile customer engagements. And during my work at 

RWE, I got to know Miele, the washing machine manufacturer. They presented to me 

some figures that about 60% of those households actually wants to use a high quality 

washing machine but only 20% does.  Okay. And then, I asked them what are the reasons 

and the first thing that they said, it’s the acquisition costs. It's up of the high quality 

appliance.  That’s the barrier for most of the households and then I started calculating, 

how much does a Miele washing machine costs per cycle and how much it does a 

disposable washing machine cost per cycle. The differences was not that big and the 

quality of the output is better if you calculate the wear of the fabrics that you put into the 

washing machine.  If you add that to the calculation, it then becomes positive. And if you 

add the materials that can be reused, it can even become highly positive that the customer 

cycle using a quality recyclable appliance becomes lower than using a throw away 

appliance.  Then I asked Miele if they wanted to join invest in the company, if they want to 

support me and they said yes.  And then we just started selling the Bundles.” 

 

Q: So in other words, you've identified the gap in the market and then sold this opportunity 

and then teamed up?  

  “Yeah, exactly.  And the business model is focused on developing the infrastructure, the 

platform to operate this kind of appliances, but when I tried to get together the other pieces 

of the puzzle to get the complete business model, then I noticed that also financing these 

appliances for the customers and distributing them was something that I needed to do by 

myself because there was no leasing or renting solution that fit to this business model 
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because most of the leasing companies, they write off the appliances within 5 years, which 

means that the monthly payment of the financing becomes so high that it costs like three 

or four times as much as if you would buy the appliance. So I started financing them with 

quite something, which is still not optimal, but it’s a lot better.” 

 

Why washing machines are suited for servicizing 

“Yeah. In general, if you invest in an appliance that’s only part of the total cost of using that 

appliance and with washing machines, it’s only about 50% of the total cost. So the other 

cost of washing comes from energy use, detergent use, repairs, moving the appliance 

from one place to another during its lifetime and the ratio between the appliance cost and 

the consumables and maintenance cost is quite high for washing machines and that is why 

it’s suitable for our service concept.   

 

Q: “What sort of factors are included into that calculation for washing machines? Because 

we are also trying to look into a little bit about the total cost of ownership than how leasing 

models might be able to decrease this for the consumer.” 

“Yes.  Detergent, water and energy and the appliance cost itself including the maintenance 

and repair cost. There was at cost that I add to compute to the cost of washing. So I don’t 

take into account the time that people use it or that people spent to use that and I calculate 

the cost of the fabric wear. Because it’s not measurable.   

 

Q: How about, for example, the value of the components after they are meant to be 

recycled? 

“Yeah.  That’s in the cost of the appliance. So the cost of the appliance is the acquisition 

cost, the remaining value and the financing cost and the maintenance and repair cost.  

And that all together is the cost of the appliance”.  

 

Q: How recyclable is the appliance? Is it like some just some parts of it?   

“No. 87% of the materials.  It’s actually something that Miele is still working on because is 

it 87% of the components or is it 87% of the mass of the materials, that is something that 

they don’t have a clear answer on. But they say 87% of the materials that is in there can 
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be recycled. And that is much higher that with other washing machines because they don’t 

use concrete and they use far a less, plastics than for example, a Siemens or a Samsung”.  

 

Q: So that’s all recycling process that something that Miele takes care of, that’s separate 

from Bundles or? 

“Yeah. It's separate from Bundles. Yeah. Yeah. I just sell them back the materials”.  

 

Challenges of introducing such a leasing model in the consumer market. 

“It’s a good question. One thing that I ran into is the financing. So, for example, if you lease 

a car, or a plane, or if you rent a home the risk or the interest rates that you pay for the 

cash is much lower and that is because this appliance is movable, so it’s not a fixed asset 

and the other thing is that it’s behind the door of the consumer. If you do this B-to-B, the 

cash collection from the payment is much easier than within a in a B-to-C environment. So 

that’s one thing. And the other thing is the perception of the consumers. If you ask 

someone here in the streets in Netherlands, that’s probably not different in Scandinavia. I 

actually asked these couple of customers when I was in Stockholm last year.  They just 

don’t even consider leasing or paying for the use of such an appliance because they 

perceive it as always more costly because someone has to gain some margins from 

financing it. So they only consider buying this kind of appliances. So getting in their minds 

is a second hurdle and if you tried to get into the minds by explaining them the total cost of 

washing is getting lower, they find that hard to understand . . . hard to believe because 

they don’t have a clue actually on how much they currently spend on energy, detergent 

and repairs, so they don’t calculate it if they buy a washing machine. So it’s difficult to 

prove that to them. That's actually it for the technology that I’m using is not an issue.  

Distribution is actually even simpler. So it’s selling it to the conversion and it’s the 

financing.” 

 

Q: Because I read on an article that in terms of turning a profit, the time lag was sort of 5 

to 6 years potentially, which is … 

“Yeah. It depends on how you define profit. Of course, if you ask a customer to pay 25 

euros a month for an appliance that cost you a thousand plus installation, plus the plugs, it 

takes about 5 years, indeed, before I get all the cash back, but since that cash is in an 
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asset that you depreciate and put on your balance sheet, the earnings before interest tax 

is depreciation and amortization is going positive quite fast.” 

 

Q: So that was in terms of sort of selling the product and pushing the consumer’s 

perception.  I guess, you are quite dependent on the retailers who are selling - are they 

selling Bundles as well through the retailers or? 

“I am not doing that yet, there is interest. But I think if you look at the conversion rate that I 

have right now, it’s too low yet for the retailers to adopt it and to also lower the sales fee 

that they require to sell a contract.” 

 

Q: So how have you, let's say, identified the consumers that are open for this sort of 

business model?   

“Well, initially, I did some desk research and some field research in the retail chains, just 

asking customers if they would be interested.  So that was the first piece of information 

that I got and then I just started selling it. So advertising on Google and on EBay kind of 

platforms and that actually confirmed the initial hypothesis that there is a group of people 

that believes that this is the future . . .  

And that just wants to enjoy the comfort and the ease of the service as I offer it and, of 

course, if you look into the current rental on leasing marketers a group of people that have 

a lower budget, so they don’t even have the money to invest in a 300 or 400 euro 

appliance. That’s also a good target segment and they have the people that actually don’t 

want to own the appliance because they want to stay flexible. So were looking at expat 

students, people with temporary homes who come from a divorce, for example. And those 

are all customers that signed up for Bundles in the last year.” 

 

Q: Which channels do you use to reach these customers? Is it mostly online marketing? 

“Yeah. I started with mostly online marketing, so that’s Google, Facebook and Ebay 

advertising, but we are shifting our business model now towards offline channels. There is 

a couple of them, for example, expats communities. They're often serviced by some kind 

of expat service company and we are asking those companies to offer our service to their 

customers through their channel, real estate’s brokers, so if people move from one place 

to another, they have a lot of other costs also. That’s also a moment when people are 
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more open to adopt the Bundles concept. And we are trying to cross sell it with other 

service concepts. So, for example, solar panel leasing. Whether the jeans leasing could be 

a channel to cross sell it through because those people are more open for this kind of 

service concepts. So that’s what we are doing right now. And we are also entering into 

some smaller, it’s not –  no. It's almost B-to-B, but, for example, a child’s care or a day 

care, hairdressers or small salons that don’t have their professional appliance but use a 

household appliance to get their laundry cleaned. They use the appliances so much that 

for them, the business case of the Bundles concept is interesting. Little camping sites is -

we have one camping site as a customer.  And, so the campers, the use the appliances at 

the camping site, but if they use the appliance there and see the difference in washing 

result. We also advertise on the camping sites to adopt the Bundles concepts on homes as 

well.  So those are some of the outlined channels that we are testing right now and it’s 

important to make them successful because doing this online requires such a big 

investment in branding and search engine optimization. We don’t believe anymore that we 

can create the speed of growth of this business model with only online advertising.” 

 

Q: “But these other products, like, solar panels, is that a more a future or is that concrete 

things that you are doing now?” 

“Yeah. The first mailing to the [inaudible 27:39] customer base was done last week. So it’s 

not a big base yet in Holland, but and of course, not everyone needs a washing machine 

right now because they already have one. So I haven’t seen any conversion yet from their 

channel, but that takes some time. So probably in a month or two, we get 2 or 3 new 

contracts out of that channel. But they like to offer it and often even for free because it also 

strengthens their brand saying with our solar panels, you can we help you to optimally use 

your solar power by adjusting your washing behavior to the availability of solar power. So 

those kind of messages are strengthening their brands, so that’s what makes it extra 

interesting to sell through those channels as well.” 
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Q: Is that based on idea that consumers who are interested in leasing solar panels, for 

example, will have the same characteristics as those who are potentially interested in 

going for a leasing model with the washing machines?  Like, is there a specific type of 

person who’s more prone to adopt the leasing model?   

“Yes.  It’s difficult to identify these people beforehand. That’s why it’s better to identify 

them by looking at what they already adopted. And people who pay for the use of stuff. 

They just think in a different way than people who buy stuff. They make different 

calculations on their investment and I haven’t made a statistic link yet between what kind 

of demographics or what kind of budget types or those kind of things are linked to that 

behavior.  But right now, we just link it to if you pay for the use of solar panels, you might 

be more interested to pay for the use of a washing machine as well.” 

 

Q: Do you have a feeling that it’s more driven via environmental concerns on the 

consumer side or just the purely calculations of the economics behind it? 

“Even with solar power leasing, the first buying argument is always the ease and the 

comfort. So it’s easy to adopt, there is a low hurdle. Second is that it’s perceived as it has 

a financial advantage and then, if they are convinced of those two, this is a good service, 

it’s easy and it’s not too expensive then the ads the buying argument of and do something 

good for the environment, they added to it to make the picture complete, but if you don’t 

have the first 3 buying arguments, if you can’t convince them of that, then, the 

sustainability is not a reason to adopt such a service.” 

 

Q: And what about - do you have any data software on customer satisfaction or any 

feedback? 

Well, we did not do a proper customer satisfaction research yet. So what I have is the first 

14 customers that I acquired last year who are now a customer over 13 months. None of 

them switched out after 1 year. So that means that they are satisfied. And another thing, is 

that, if you ask customers, do you like it? Would you keep using this service? About 80 

percent says, “Yes. I’ll never do anything different anymore. I love this concept.” So that’s 

the existing customers that are really satisfied, but they have to dive into that a little bit 

deeper to understand the why's and to get honest answers because most of this feedback 

came through a call.  You can imagine it with the limited amount of customers that I have 
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last year, it was easy to build up a relationship with them by just interacting with them and 

it’s almost assumed like asking my mom if she likes my business right now. They don’t 

dare to tell me that they don’t like it anymore. So I’m a bit hesitant to say that my 

customers are really satisfied. I don’t hear any complaints and I get some positive 

feedback once in a while, but we do have to dive into that better.   

 

About the cooperation with Miele 

“There's a couple of letters. So if you look at the actual contracts that are under their 

cooperation right now, it's a distribution agreement. So I have divided to so distribute Miele 

washing machines and use their brand name in my advertising. The second one is an 

investment agreement, so that's just of a financial contract where they invest cash and get 

shares and interests in return. And there's a letter of intent that also describes the 

contracts that are already in place. But also describes in a more qualitative way and an 

effort from Miele to adjust their appliances their brand image to adjust it more to a service 

model. So – and make the appliance even more recyclable.” 

 

Q: “But you're saying that they're trying to move more towards this circular sort of a 

business model?” 

“Yeah. They convinced me that they're not moving into the low-cost, low quality appliance 

markets. They want to stick to their clear vision to make appliances that last. So – yeah. 

It's one thing that I also keep testing. I mean, if they move into a lower quality market. If 

they start planning their development budget on other stuff. I'm not bound to Miele in that 

sense. 

 

Q: So in terms of what they offer you is that, I mean, apart from the obvious such as well 

functioning appliance and stuff, is there, I guess, their brand is also very important for you? 

“Yeah. It is. It is. One, because it's the sole aspirational brand, at least, in Netherlands. 

And, second, because it's a big brand. That also makes it easier for me to acquire all their 

partners to cooperate with in other categories. So, for example, the leasing bike 

manufacturer, a leasing kid's or baby stroller manufacturer, they already approached me 

saying, “We want to do the same with our strollers as you did with the Miele washing 

machines.”  



137 
 

Q: “I guess, I mean, we're looking a bit at this because there's a lot of larger companies 

who are talking about circular economy, but there seems to be a very companies that are 

actually doing something concrete about it, so we're looking at which. Obviously, there's a 

very different set of competencies that are necessary when you service a product 

compared to just selling it. So we think this sort of cooperation with Miele that you have is 

a very interesting way to sort of enter this market. And, I guess, it's not that risky for them 

either. They're still keeping their old distribution channels and business model…..” 

“Yeah. There is a risk of a general conflict if they support me more than their existing retail 

channels that might lead to a lower sales volumes in those channels. So that's one risk for 

them, but it's actually the argument that I used for them to cooperate with me as saying, 

“You can try to build a circular model from an existing business. But it's very difficult not 

just because you lack certain capabilities but also because it's kind cannibalizing on your 

existing business model. So you need to have a separate governance to make this 

possible and that's how it works. So if you look at the successful circular companies it’s the 

CEO that takes a lot – what do you call that? Chooses to do it in a circular way and not in 

a linear way. Because doing both is impossible to manage”.  

 

Q: And in terms of these capabilities, what do you think – which kind of competencies are 

particularly necessary when you choose to lease a product compared to just selling it? 

“In a B to C environment it's, I think, the core is the customer relationship management. 

And because a big part of the value of the assets that you own and that you – as a 

company is an influence for a big part by the user. So you need to have them show the 

behavior that is positive for your business model, but it is also positive to them. And one 

way to create that relationship is by using the data analytics and the mobile customer 

engagements to also create that relationship in an automated way. So, for example, I have 

some customers who do spinning cycles twice as often as the average customer which is 

bad for my appliances because spinning wears the appliance more than any other activity. 

So I'm not trying to get those people to use the spin cycle less. And with some customers I 

can just tell them or I just have to give them a financial incentives and others I have to give 

them an alternative to solve the problem that they think they're solving with the spin cycle. 

But if there's different ways of approaching the customers to change their behavior and it 

really depends on which customer you have at the other end of line or the other end of the 
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act. And I think that game of communicating with your customer in a way that they treat 

your appliance better, but a feel better about the service I think that's the core key.  

 

About data collection and data analytics 

“Yeah. So what – I’ve come from a utility business and what we did was energy 

monitoring. And then I understood that from the energy use of an appliance it's possible to 

read what the appliance is actually doing. And so each cycle has a certain signature in 

terms of power use. From that signature you can derive the temperatures, the spin cycle 

speeds, the load, even what type of cycle they used. You can see if the appliance is 

starting to fail that it needs maintenance. So what I do is I monitor the energy use and I 

analyze the energy consumption to get data points that I can use in my customer 

interaction.  And the next step – and that's also something that Miele is collaborating on is 

connecting the appliance itself to the internet, instead of the smart energy meter. “ 

 

Q: All right. So to internalize the meter into the washing machine itself? 

“Yeah. Yeah. You don't even need to that type of meter then because on the CPU of the 

washing machine the data that derived from the energy use is already there. So you can 

get it directly out of the appliance.” 

 

Q: But, strategically speaking, does that make Miele less dependent on you suddenly? 

“Again, as I said, you have to learn how to use the data towards changing because the 

behavior and if Miele has the appliances to get the data out they don't necessarily change 

the behavior of the customer. As so it does make them a bit less dependent because they 

can offer the AVI, the dataflow to other service companies, but I think with just collecting 

data you're not there. You have to understand how to use the data increase more 

interaction.” 

 

Q: Do you see any potential for this sort of monitoring for other appliances or products?  

“Yeah. Yeah. We tested it on coffee machines, dishwashers, boilers. I tested on my own 

electric car. So it's – yeah there's XTO – all the appliances that consume energy and that 

need a certain maintenance are suitable.” 
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About scaling a leasing-model 

“It’s a good question. The scale that I need right now with my current price prognosis is 

3000 contracts in the next three years. So that's a thousands in the first year. That's the 

main challenge right now. And the faster you scale it, the better it gets. Yeah. In terms of 

purchasing conditions, in terms of financing conditions, in terms of the risk appetite of 

equity investors. Yeah. 

 

Q: So that would – that is probably your biggest challenge right now is just reaching out to 

as many customers as possible and selling? 

“Yeah. It's a scale and I think there are probably - levels . . . I think it's not that difficult but 

if you get less revenues you need more investments to do it. So that's a constant balance.” 

 

About the take-back process 

“Yeah. If they order a Bundle, I'd take away their washing machine and I dispose it and in 

the best possible way or accepted way in Netherlands right now. And another interesting 

part of the takeaway is customers hand back their Bundles appliance to me. I have to be 

able to clean it and get another customer paying for the used appliance.  And that is an 

interesting – yeah. That's an interesting thing that we still need to get some more validation 

on, is that accepted?” 

 

Q: “Yeah. I think what we've seen with the leasing model so far is that still, there's even up 

cycling, the stuff is still there's this idea that even if it's deconstructed and cleaned properly 

and built up again there is some sort of like secondhand impression about products. So it's 

sort of a overcoming that conception as well.” 

“If you see how that evolved in the pre-leasing world, the remaining value of a leased car 

after four or five years, it's been rising the last 10 years. Just because those companies 

got better at giving customers a feeling that they got a really well-maintained car that was 

actually as good as new and if they bought it and the price difference was so big that this 

secondhand impression wasn't that negative anymore. And I hope to do that also in the 

washing machine business. I put two appliances right now that I got back from customers 

but they didn't even ask for it, if it was secondhand. They didn't even see it.  
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Q: “But do you think that might rest on the assumption, as in they assume that it's new, so 

they're not worried or?” 

“That well - I try not to talk about it. But some of them, I think, there are customers that 

assume that it's not new and others just don't think about it. But we'll test that also when 

we have a bigger group of customers.” 

 

How to convince the consumer 

 

Q: “Are there any specific tools that you perceive as useful or specific ways that you're 

trying to sort of convince the consumer apart from the sort of obvious value proposition of 

the convenience and price, etcetera?” 

“I think one thing that works is the testimonials and the recommendations that you get from 

other companies and people. That works well in convincing and keeping it really simple 

and personal. 

 

Q: “Is there some sort of word of mouth effect with these business models?” 

“Yeah. There is and it will be bigger.  Customers have – each time that they get their bill 

insights they see how much energy, detergent, water and other ways that they saved. And, 

of course, this has to be done much better but some people even try to share it in 

Facebook. They're just proud of making this small contribution. There are groups of 

people, for example, each customer that has a bundle of 25 cycles a month . . . you can – 

in the app they could compare yourself with other customers who have 25 cycle bundle. Or 

you can compare your own household with other households that also have two children 

for example or and that's what people do to see if they're doing good or not they started 

comparing themselves – among themselves in this month or with peers.” 

 

Q: “You make a competition to see who's most efficient in the network?” 

“Yeah, and they get an award and that sort of stuff. I've been talking Opar, for example, 

who does this game really well based on energy consumption data. To see how we can 

leverage their capability to also implement the washing behavior and this satisfaction in the 

word of mouth. The community feeling there. It's something that I don't really have the 

capabilities for yet but there are definitely our partners available who can do it really well.” 
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About the future 

 

“The focus initially is growing the market, getting more proof that a significant part of the 

market is willing to pay for use instead of ownership. And in the meantime, we have to 

focus on the development of the customer interaction and customer engagement capability 

in these sales. To be able to use that capability in, for example, franchise models or 

licensing models with other companies to also leverage our core capability faster in the 

future.  And I won't be able to grow as fast if I try to do the financing, distribution, product 

development everything myself. We have to focus on the missing capability in the circular 

model and then sell that capability to companies that operate a linear model right now.” 
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Interview 2 – Bundles – Appendix 2 

Interviewee: Marcel Peters  

Position: Founder & CEO of Bundles  

Date: 21st of September 2015 

 

Question 1 – If Miele decide to pull out 

0:03:04.2  

“I don’t think it would [sabotage Bundles]. There’s a couple of operational things that I 

outsource now to Miele, I don’t just buy appliances from them but they also install them at 

the residence of my customers. So I would need to find a new installer and I would need to 

find a new supplier of washing machines but for the rest of the service if it’s a Miele, or a 

Bosch, or a Siemens, the technology works.” 

 

Q: “You don’t feel dependent on them? It might set you back a little bit in terms of time?” 

“Yes. We’ve actually been considering to do it already to proactively get them out of the 

partnership model. Because we got an offer from another big Miele sales channel, with 

better purchasing conditions than we have and a better service level for installing them at 

the customers’ homes. So I would then purchase the appliances from that reseller and 

they would bring them to my customers. I don’t do that right now because I don’t want to 

have the discussion with Miele but it would be quite a big improvement of both the 

purchasing cost and the service level.”  

 

“One thing to add … if I couldn’t use Miele appliances anymore at all so every distributor of 

Miele doesn’t want to supply them to me, then there would be an issue because there are 

hardly any alternatives that last that long and have that quality. So they are not related to 

the manufacturer in that sense. Where I get them from doesn’t really matter but I need to 

run appliances that last longer because my whole platform is built to maximize the life time 

value of an appliance and it’s just cheaper to apply that to appliances that already have a 

long expected life time than appliances that are built for obsolescence.” 
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Question 2 – PSS conflict with traditional sales (volume = profit)? 

0:06:45.8  

“What Miele showed me is that only 7% of the market is willing to pay more than 1000 

euros for a washing machine, so there’s 93% of the market that would consider a Miele if it 

didn’t cost them an investment of 1000euro. So there will always be a group […] “okay I 

like the servitization model, let’s not purchase it” and then there will be a general conflict 

for that customer, but on the big picture the opportunity of growing the market share of 

Miele but also growing the sales of all the retailers that offer Bundles is bigger than the risk, 

and that’s also how it’s experienced. Also retailers see that this is the future and that on 

top of the service model they can create other revenues.” 

 

Q: “So you’re not really taking from the same pie then?” 

“It’s the same pie but not the same piece of the pie.” 

0:08:56.7 

 

Q: “A lot of retailers today sell their products where you can pay in instalments without 

interest”.  

“It’s never interest free. There are a lot of people that don’t get that, but there’s always a 

certain interest and probably built into the cost price of the product if they offer it service 

free. And yes that’s a way to let people to spend more money but still that doesn’t enlarge 

the piece of the pie where people want to pay 1000 euros for a washing machine, whether 

they have to spend 2x500euros spread over a few years, I don’t think it’s a big changer of 

the pieces.” 

 

Question 3: Can you buy the washing machine after the leasing? 

0:10:01.2  

“I do offer it right now. So I understand in the current situation with Bundles, and if you’re 

really happy with the appliance and you know you’re going to use it for the next 10years 

then it is more attractive to pay off the contract and buy the appliance right away. But in my 

model I don’t really anticipate to proactively sell the appliances because it’s not just a 

model to take away the barrier to purchase something, to pay for use is something that 

you should do all the time, it should ban ownership instead of being a step up to own more 
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expensive appliances. So the benefit for the customer of purchasing it right now is a cost 

benefit, so just cash out, and the disadvantage is that they don’t profit from diminishing 

price levels from Bundles. I expect that in the future every year the pay per wash tariff will 

go down, and they also don’t profit from the lower repair costs, lower energy use costs, 

lower detergent cost.” 

 

Has anyone done this? 

0:12:04.8  

“No not yet. But there are a lot of customers asking for it. It just gives them the comfort that 

if they don’t like the subscription or they feel like they’re paying too much in the 

subscription model, they want to have an exit option but they don’t want to have someone 

again in their house to come pick up the machine. So I think it’s just something that 

assures them right now, we just did a customer satisfaction survey and we were rated with 

a 8.9 on average (out of 10). So customers are really satisfied we had a net promoter 

score of above 9. So customers are really satisfied, I don’t expect them to start opting out.” 

 

Q: “So it’s more of a tool to create trust?” 

“Yes” 

 

Question 5: About PSS leading to over diversification 

0:13:20.1  

“There will definitely be issues if you want to keep doing everything yourself, so I think a 

core competence of a PS offering company is to manage the whole supply chain of 

partners, to add to the bundle of competencies that deliver the final experience for the 

customers. One example is that we started outsourcing the whole service, the first line 

service part, we did that ourselves mainly but we don’t have enough knowledge of the 

appliances themselves to do that really well, so I encountered a partner who does that via 

skype and facetime, of course skype has to work to be able to do that. The customer 

doesn’t have to make an appointment he can just call the repairman via skype and then 

the repair man looks through the smartphone at the appliance … you can try to do it 

yourself but also in that model the service the capability is applicable to so many different 
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business models that it’s better to partner with them than to execute that competency 

yourself.” 

 

Issues with outsourcing/partnering? 

0:18:57.5  

“That’s a good question. I don’t think I’m big enough yet to really draw conclusions on the 

impact of this but one thing I notice is that UppEnergy, the supplier of the plugs the 

sensors I use, that company got sold in the beginning of this year to another company and 

the whole service level went down dramatically from them. So I had to create some 

goodwill again from the new owner of that company because we didn’t write down the 

exact service level of what to expect in a full contract, so the cooperation was partly just 

based on trust and understanding. So yes, that could be a risk of outsourcing.” 

 

Question 6: lack of technology and infrastructure? 

0:20:54.5 

“I think that if the whole return flow would be available already we wouldn’t have to invest 

in that anymore, we could create much more value out of the PSS but at this moment I 

don’t see the technology and the infrastructure as a barrier. The biggest barrier is the 

financing of the assets.” 

 

Question 7: lack of performance measurements? 

0:22:43.3  

“Yea I agree with that. This is where the Ellen MacArthur Foundation and all the 

associations that manage the interest of the circular economy are working on. Most of the 

time I say it’s profitable, just net margin on the services is an important one, as in existing 

businesses, but you should also take into account the level of waste that is created and I 

don’t know how to measure it but that’s where the Ellen Macarthur Foundation is working 

on and always keep in mind how much waste per service am I reducing.” 

 “If [KPIs] were easily available I would use them. It’s relative but I guess if you would sell 

at a normal business in the old economy then it would be much easier to have a set of 

performance indicators.” 
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Question 8: What are the communication challenges with the value proposition? 

0:28:23.2  

“I think that the main challenge in communicating is that it’s new to customers and they try 

to compare with something they already know. So they start comparing it for example with 

their phone bundles, their telephone subscriptions, or they compare it with leasing a 

washing machine. And if they start comparing it that way it’s really difficult for them to 

actually see the added value of my model so that’ s the difficulty in explaining something 

new. And the other thing is that I started communicating it from a sustainability 

perspective; so it’s better for the world to reduce waste. And consumers like that message 

but if you have to do a purchase or sign a contract then they only look at the costs.” 

 

Q: “Have you changed that approach?” 

Their strategy in terms of communicating the value proposition 

0:30:00 – 0: 31:13 

“We’re more and more positioning ourselves as this service provider that we provide 

everything you need for clean laundry. So, the appliance of course itself but also 

detergent, energy…even. We’re even thinking about offering people that come and do it 

for you in your house. I don’t know if you know the company Helpling? They’re offering a 

cleaning lady service via their app. But the cleaning ladies can also sort laundry, iron, fold 

the laundry. So, that’s what we’re getting at. Everything to get it back in the closet fresh 

and crisp”.  

 

0:34:21 – 0:35:23.7 

Reasons why consumers prefer owning washing machines vs. leasing  

“Independence, freedom. Not being dependent on anyone else. And I think the second 

thing is cost. Having the feeling that if you own the washing machine and having the 

feeling that you’re able to manage the lifetime value of that asset yourself quite well. Then 

buying it is good. Some customers say that they managed 30 years with one Miele 

appliance. Then owning it is always cheaper because pay-per-use companies can never 

anticipate on a lifetime of 30 years”.  
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0:35:39.5 – 0:39:09.9 

On how he calculates TCO with a large variance in customer behaviour 

“It’s difficult to calculate the difference in TCO for Bundles vs. an alternative because there 

are so many alternatives”. 

 

Q: “What if you compare with the same Miele washing machine?” 

“That is doable but even then you have to know how often people are using it and how 

long they expect to use the appliance. Some customer’s do the total cost calculation for 

the buying option and then you say, ok how long do you expect to use this purchased 

Miele? And some say 10 and some say 30 years. So, I think the best way to do the cost 

calculations is to let the consumer decide on which variable to use”.  

 

Q: “So you can’t really say to a customer who buys the same Miele machine that this is an 

economically better option for you?” 

“No, no, no, it’s not yet an economically better option. It’s the comfort, peace of mind and if 

you start calculating your hours so the time that you spend on managing your laundry then 

I think it could also become economically interesting. But for now it’s just peace of mind”.  

 

Q: “So when you say not yet, after a period of time then it might become economically 

preferable?” 

“It will and it won’t last that long. I had a customer on the phone and he decided to buy one 

instead of doing a bundle. He said the difference is 50 euros per year. So, 50 euros per 

year that would mean about 1% less interest which is doable and right now I pay the 

interest for 7 years. But if I had a loan for 8 or 9 years that would also be 50 euros per year 

less cost”.  

 

0:39:56.6 - 0:42:30.8 

“Yeah, I have no proof but it seems like customers do feel like they can pay more for a 

new appliance. On the one hand I understand that because new appliances are more state 

of the art. On the other hand, if the washing result is the same then it’s just perceived 

value. So, what I’m anticipating is that every new series of washing machines. So, now I’m 

using that one type and next year we’ll probably switch to another type which even better 
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fits our model. And then the series A, the current series, will become the series B and for 

series B there’s a different tariff. And current customers can choose to stick to their current 

appliance and pay less or switch to the new appliance and pay the same”.  

 

Q: “How do you see that in the future though? Because if the point of the model is to keep 

the machines in the loop as long as possible than of course introducing new machines 

every other year or what it might be is sort of going against the model a little bit.” 

“ We have to exchange appliances anyways because an average household only uses the 

appliance I think for, let’s say for 7 years and in those 7 years it only runs about a third of 

the cycles that it’s built for. So, you have to move appliances from customers who use it a 

little to customers who use it very much to make sure that each washing machine runs its’ 

5000 cycles within 10 or 12 years”.  

 

About which product characteristics to look at when potentially diversifying into 

other appliances  

0:44:10.6 - 0:46:14.7 

“I think the level of innovation in that appliance type is an important variable. The second 

important variable is the part of the total cost of use of consumables or maintenance or 

repairs. So, for example a heating appliance. The total cost of heating is only 10% the 

appliance and 90% the gas. So, that’s an important variable. The same goes for coffee 

machines for example. And the third is the complexity of the maintenance. So, for example 

a refrigerator you can’t really maintain a lot on it. You de-ice it sometimes but that’s 

actually all. But for coffee you need to make sure that everything is clean otherwise the 

coffee won’t taste that good and the appliance breaks down. And what I used with Miele is 

also the difference between the aspirations of the market to use a quality appliance to 

have actually better results on that specific job that the appliance helps them with. And the 

actual use in the market of that quality appliance. That might also be a criteria to look at”.  

0:46:15.0 - 0:47:42.6 
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Q: “When you say the rate of innovation then you mean if there’s a high rate of innovation 

then it becomes difficult to servicize it because people always want the newest product?” 

“I think it becomes more interesting to servicize it because if a new model comes online 

than you want to be able to switch fast to the new mode. So, you don’t want to sell your 

newly bought appliance depreciated with 80% over the first 3 years. I think that’s the issue 

with the purchasing model that depreciation is going down so fast that it doesn’t make 

sense for customers to sell it after 3 years again. If there’s a high rate of innovation they 

would be more open to pay for use and having the newest appliance every couple of 

years. And from a Bundles perspective that is fine.  

0:47:58.7 - 0:49:39.6 

 

Q: “Does that make it difficult for you in terms of the old washing machines coming back I 

mean how much you can get out of them? Of course they can be refurbished and put back 

into the loop but there is less value because of the depreciation”.  

“The thing is…what I want to prove is that if you let people pay for performance then you 

don’t have to depreciate them that fast. But it’s indeed one of the important...revenue 

streams in the business models that still needs to be validated. How much value can you 

get out of the appliance in their second and third lives? The second thing there is if I would 

sell it back to Miele, what price would I get for it?” 

 

Q: “But then of course it becomes very important that the product is designed to be 

refurbished and recycled”.  

“Yeah. I see we’re running out of time”.  

 

About customers using the products carelessly 

0:50:37.2 – 0:51:26.0 

“Not a lot of real experience with that yet. But on the spinning part and on the dosing part 

you see that people are really appreciating the feedback that we’re giving and actually 

changing their behaviour on selecting programs and selecting dosage. And I think the 

more real-time that we make the feedback or even do it feed-forward so giving advice on 

the dosing before they even start the dosing then there’s even more potential”.  

Issues regarding customers’ privacy 
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0:54:35.8 - 0:56:11.6 

“I think I had one customer who said I don’t want you to see what’s happening with my 

washing machine. So, that customer had a privacy issue. And all the other customers they 

asked if the connection is safe. They’ve asked me questions about what I do with the data 

so you have to be transparent on what you do with the data. Every customer understands 

that I need some data to offer this kind of service. Being transparent, creating trust, giving 

the company a face than just a logo”.  

 

Q: “Are there any practical issues about physical access for the sake of maintenance?” 

“It’s not that big of a problem but to make appointments when people are never home. 

That makes it also costly. So, that’s why remote access is definitely preferred. But you 

need some physical access sometimes”.  
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Interview 1 – Mud Jeans – Appendix 3 

Interviewee: Mike Dongelmans 

Position: Managing Director of Mud Jeans Scandinavia 

Date: 4th of May 2015 

 

The business model 

The idea or motivation behind Mud Jeans and their business model 

0:01:41 – 0: 02:44 

“We think it (improving the clothing industry) is totally possible without a problem but of 

course it will take time because it’s not only changing the industry or the business model 

but it’s also changing the consumer and consumer behaviour. As long as the consumer is 

only looking for cheap clothes and cheap products without bothering about the ethical 

production behind it, then we have a problem. But I think there is a change coming where 

people are much more interested in the ethical part but also the quality of what they are 

using. Instead of buying cheap products which have a short lifespan, we see that a lot of 

people are more interested in good quality products with a longer lifespan”.  

 

About who are benefitting from the current model in the clothing industry 

0:04:22 – 0:06:55 

“It’s more the chains, the clothing chains like there are some holding companies here like 

Varner, Varner- gruppen. They are big in Norway, they have about 12 clothing chains 

under their wings. They have been recently several times in the media because, yeah, 

their clothing chains are producing a lot of cheap clothes with child labor and 

environmentally unfriendly products etc. It's mainly because they are not involved in 

fashion, they only have shares in companies who sell fashion. So they are quite long... the 

distance between the end-product and the company who have invested is too...the 

business is too large. If we as a company produce clothes, we visit the factory, we talk to 

the producers so that we have a relation with them. We know that the factories have their 

employees there and they're treated well and when we are there we can visit and talk to 

them. And that's a very different relation than for example these holding companies who 

have never seen any factory, they have never....I think with all products, the further away 
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from the products, the larger the chance for unethical products is there. So, Varner-

gruppen is one example, H&M is one example although the try to prove media that they 

are doing really well and lot's of things for the environment, they're actually not really doing 

anything".  

 

The difficulties with introducing a leasing-model in the clothing industry 

0:08:58 – 0: 11:22 

“I think there are two main problems there, the first problem has been that it's difficult to 

organize it because you have to make an agreement with the consumer. If the consumer 

changes bank than the whole agreement has to be set up again. If the consumer suddenly 

forgot to top up his bank account or the PayPal account which we use then we don't get 

our money, we have to chase it. So, it's a difficult set-up. It took us so much time that we 

actually lost money on it. The other problem with the leasing model is that as the 

manufacturer that we are, you have a lot of money outstanding for several months. It will 

take probably about 7 months before you are back to zero and the last few months that's 

where your earnings is. We can't do it like that because...we have stock and that already is 

a problem. It’s like all businesses, the more stock you have, the more financial funds are 

tracked somewhere, you can’t use it but you still need it. On top of that we had the leasing 

clothes there so financially wise it is just not possible. So for each contract it takes about 7 

or 8 months before you actually start to earn something. Financially wise, it’s just not a 

good system”.  

 

About changing the leasing model and the consumer 

0:11:59.6 - 0:13:42.1 

“We changed it and we now call it cotton-pant in Norway or cotton-lease in Holland. While 

we think that cotton-lease is not a good word because you still have the word lease and 

here in Scandinavia everyone knows the word “pant”. You’ve seen it, there’s pant on 

mobile phones, on bottles and a lot of things. It’s an easy model and everyone 

understands it. The impact is that it frees up money for us, we know that when people 

deliver their clothes back we have to give them the pant but we give it as a discount. That 

means that we will have the re-sale again. We put the pant on 200 NOK for a pair of jeans 
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which is quite a high amount if you think that the selling price is 1200 kr. So 200 kr is a 

quite high discount. We think that is has to be a high amount or else people don’t bother”.  

 

0:14:15.6 - 0:14:51.2 

“We had a lot of people asking how the leasing system works, they couldn’t grasp it, and 

they didn’t get it. Pant is easy so I think the experience in many ways is much easier and 

it’s much easier to explain that they bring the raw materials back to us and we make 

something new of it. It’s an easy to understand model”.  

 

About the take-back process 

0:15:50.0 - 0:16:57.9 

“We have continued our cooperation with Norsk-Gjenvinning. We are at this moment 

looking at containers which can be placed in the shops but this has to be containers with 

several compartments. Because at this moment we are looking at the cotton recycling but 

the wool-material recycling is also a very easy process. A lot of people use wool in 

sweaters with other materials and it’s quite…compared to cotton wool is much easier to 

create recycled garment out of. So, we have to look at containers where there are several 

compartments so we know that we can build a system further in the future”.   

 

Goals for the rate-of return 

0:19:17.7 - 0:19:42.6 

“Our goal is that everything comes back. How long you expect people to hold on to their 

jeans is hard to say but how long do you hold on to your jeans? For me it depends a little 

bit, I have jeans that are 5-6 years old – it depends a little bit on the quality”.  

 

When does this business model take effect? 

0:20:27.6 – 0:21:06.8 

“At this moment, we do not have enough jeans coming back to us to use our jeans in the 

process but we buy recycled materials from other places. So, although it’s not the Mud 

Jeans cotton which comes back via our channels, we can buy it because it has come back 

through other channels”.  
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The consumer 

About who they are targeting 

0:24:53.6 - 0:26:47.5 

“We have at this moment….we haven’t done much because we have worked half a year 

now to create a solid basis. Because we think that if we have a solid basis which contains 

all the factors which in many ways you need to be sustainable, we think that’s maybe one 

of the reasons why we are attractive to for example a chain. If we like a lot of brands they 

have a designer and they design their materials and call it environmentally friendly and 

that’s it. Ok, it’s interesting but I think the interesting bit with Mud Jeans is that we have the 

total. We have a Norwegian designer who is a fair-trade ambassador, we have the 

agreement with Norsk-Gjenvinning, we have existing clothes at this moment but we also 

produce our own Scandinavian-line. We have producers and manufacturers in line who 

are certified. Not just one factory but several others. One of these factories, the new one, 

is really large so we can produce private labels. So, we can say to H&M that okay if you 

want to produce jeans or ethically correctly we can do that for you and put whatever brand 

on it”.  

 

0:28:34.0 – 0:29:00.6 

“So, maybe to answer the question, who have you targeted, at this moment nothing else 

than fair-trade shops just to see how sales are going there and how the consumers react 

to it. We haven’t really pushed it to someone”.  

 Mentions in general, that they-re in a start-up phase in Norway where their goal is to 

sell their product offering to the larger clothing chains who represent a powerful part 

of the supply chain.  

 

Marketing/Communication 

About communicating the circular concept behind the product 

0:31:10.7 – 0:32:33.1 

“That part we actually use quite a lot of effort on. On Facebook I think we have almost 

1000 followers and that happened just over a few months. So, that’s a good increase in 

the amount of people. That’s a group of people who are really interested in it. I think it’s 

important to build a group of followers which has a good quality of focus. I think the group 
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of people who follow us now are really interested. Of course there’s a lot of effort or time 

you have to spend……I can send you a post that we created which shows what we really 

save the environment for if we produce like Mud Jeans. To find all the figures and to create 

it, there goes quit a lot of time to do that”.  

 

About environmental benefits as a competitive advantage 

0:32:39.5 – 0:34:36.0 

“I think in the long-term it will be. I think a lot more people are interested and care about it. 

Although we still can’t figure out why people say they’re interested in it but at the moment, 

as soon as they buy a pair of jeans they just close their eyes and close their ears because 

it’s cheap. And then 5 minutes later they chat on about how child-labour is bad and this 

and that. In this buying process something happens so that people get blind. There is also 

a kind of a hierarchy for what is important. And I think that the wallet is much higher in the 

hierarchy because it is much closer to them. How much money you have is affecting you 

quite direct but how…..that people can’t pay school for their children in Bangladesh, it’s 

just too far away, it’s one step further away. That’s maybe one of the challenges, how can 

we make the gap less wide”. I think like transparency of producers etc. that’s one step in 

the right direction”.  

 

Costs 

0:34:45.2 

“As per today it is not cheaper to use the recycling jeans or the recycling material. So, for 

us as a kind of a cost-perspective to it we really don’t earn anything on it but the 

environment really earns a lot on it. I think in the long-term it will change so the more 

material will come back…..that will help of course. I don’t think there will really be a huge 

kind of cost-saving part. I think it’s a little bit the same as with plastic-recycling etc. It’s not 

really cost-effective but the environment wins a lot on it.  

 

0:37:02.4 - 0:38:22.4 

“As soon as the volumes come up, we know that for example (..inaudible..) factory made a 

difference of about 7% which is quite a high amount. And if we can produce even higher 

amounts then maybe we can go in the direction of something around 20% (cost savings) 
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and then you can sell jeans for probably about 8-900 kr without a problem. It’s not the 

cheapest but it’s really good quality. I think when the consumers can see the quality and 

they can see the families behind it and they can wear it guilt-free than 8-900 kr for a pair of 

jeans which you know you can use but also when you drop it back into the shop and you 

buy new ones you get a 200 kr discount. Which means that you pay 6 or 700 kr for it, then 

I think it’s attractive for the main consumer”.  

 

About changing consumer behaviour 

0:39:36.1 

“We think that consumer behaviour is one of the main things to focus on. Because if we 

can change consumer behaviour than that will just change the whole business model”.  

 

0:42:08.6 - 0:43:03.7 

“I think that is one of the main things we have to do something with but we know that it’s a 

long-term process. And to do it well it needs quite a lot of money to get that done. But we 

hope that by having the right partner like Norsk-Gjenvinning then probably we can do 

something like that. And with Norsk-Gjenvinning it’s much easier to get funds to run 

different kind of products in that direction”.  

 

About deploying a communications strategy 

0:44:34.0 - 0:45:25.9 

“We haven’t really made a strategy but at this moment we are just going to consumers. We 

know that as soon as we get in to a chain we have to use quite a lot of resources to 

educate the retailers. Because the retailer who is actually standing in the shop is going to 

sell the jeans and is going to help you to say ok, why Mud Jeans and why cheap jeans. 

The more knowledge they have, the more knowledge they can transfer to the consumer. 

And as soon as we get into a chain, there is a lot of work to be done there”.   

 

About the larger chains being a barrier 

0:45:27.2 

“In Holland they have not been able at all to get into any chains so they have given up 

actually. We think that we think that we have maybe done a better job (in Scandinavia) by 
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creating a much wider basis or a wider foundation. So, we still think that we have a good 

chance. But it is as you said, if they don’t want a change then we will have a really hard 

time because to get enough consumers shifted in the way how they buy clothes, that’s a 

long-long process”.  

 

About the future 

0:51:14.2 

“It’s very difficult to predict the future. Maybe we’re at the right spot at the right time etc. 

but maybe we are just not”.  

 

About the importance of convenience and the return-system 

0:58:09.7 - 0:59:44.1 

“The convenience of returning is an important thing, people are lazy. The easier it is the 

larger the chance for succeeding”  

 The interviewers make a comparison with the return of bottles and how this has 

become a well-functioning system incentivized by money and he comments: 

 

“In the beginning people were not doing it, why should I do it for 1 kr? But after a while 

consumer behaviour changes and there was a period where they kind of tried to influence 

children. Because they knew that if children were interested than that would interest their 

parents and that was a good strategy of course. So there are different ways of trying to 

influence consumer behaviour. So, like education at schools is also one of the other things 

we have been looking at. Seeing if we can get funds to drive around in Norway, Sweden or 

Denmark and just tell them about the fashion industry and sustainable fashion for 

example”.  
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Interview 2 – Mud Jeans – Appendix 4 

Interviewee: Bert Van Son 

Position: Founder & CEO of Mud Jeans 

Date: 22nd of September 2015 

 

Please explain the change in your business model from lease to deposit 

0:01:09.3  

“Actually we started in 2013 with lease-a-jeans, it grew so fast that the whole back office 

wasn’t ready for that. So after 2 years it was administratively… we need a lot of work to 

follow it up. We did not have an automated system, so besides the trouble of financing it 

and everything which you already know … because you of course have to pre-finance 

everything, the buying the shipping […], the VAT it’s all up front so that makes it hard. But 

besides from the financial issues it also needs to be automatized, you need a very strong 

software which we are working on now. We found a in between solution, we stopped in 

February this year for 2 months to balance our administrative back up, we were not getting 

the money paid monthly, and we were getting a lot of angry people because they said you 

took twice and these kind of things, we didn’t want to have that so we switched to .. we ask 

everybody now to go to our website, you can see that we only do the lease option with 

Pay-Pal.” 

0:03:05.2 [Explaining buy, home try, lease] 

 

Lease a jeans 

0:03:18.5 - 0:04:59.9 

“When you go there you will find that you have to pay 25euro upfront, and then we charge 

you 7.50 a month, actually we do it a little bit smarter because we charge you 32.50 the 

first month. So that gives us the possibility of covering our buying and sending … we’re 

nearly cost efficient there. So it’s a bit safer now for us. And then 11 months we charge 

you, well Pay-Pal does it for us, it’s like a recurring payment, like an abonnement. It has to 

be more like a subscription sort of thing … we want to move more to there [so] that the 

people feel attached to our brand. This is not the case yet, but in the future once they’ve 

paid the 25euro, that they are a member and they can choose from our web shop for 7.50 

a month … with the research we did amongst our customers we find that they like that very 
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much actually, the idea of being a member… so that’s very good, I think we are going to 

continue like that. As you know we are doing something new, of course we made plans up 

front but we are just during the course of how we can [learn to] do things better.” 

 

Q: “Buying costs 98 euro. Leasing after a year will cost you 115euro. How does this affect 

the customer?” 

0:05:01.3 - 0:05:52.0 

“They understand. The [buying option] will be charged with the shipping cost, with the 

leasing not. And of course everyone understands that for a year in payment there needs to 

be a little bit of financing so we don’t struggle with that I must see. People do understand 

that there’s a difference” 

 

Q: “Once they sign up can they opt out of the contract at any time?” 

0:05:53.9 - 0:07:41.7 

“There’s not really a contract. When you order via Pay-Pal you agree to be subscribed for 

11months. So that’s for the moment all we do, but it’s of course better if there would be a 

contract, we had that before but we found that you lose a lot of people during the … in the 

funnel on the website this was also a problem, when people went to the website and 

before they could choose between buying and leasing, then you go to the lease option and 

you have to give a lot of data, and we found out on the website, well everybody knows that 

today, but if you make more difficult than 2 or 3 steps you lose customers, so we wanted to 

make it very tight and very fast, 1-2-3 you got your lease-a-jeans and that’s it. There is a 

reason why we don’t bother people with contracts. That’s also the reason why we don’t do 

it in the shops anymore because it’s very difficult for the shopkeeper, and the margin is a 

problem because can’t give the shopkeeper anything in the beginning. I’m still struggling 

how to find a way to maybe deal with the shops, or maybe I should make it exclusively 

online as it is now. I don’t really have the answer to be honest, we are debating inside the 

company for these kind of questions also.” 
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Q: “Is there a difference in the capabilities necessary to sell jeans regularly and to sell 

lease-a-jeans?” 

0:08:15.2 - 0:08:51.2 

“No I don’t think there is. I think it’s more the trouble when you are working in a busy shop 

on Saturday and you have to fill the lease contract and things, people don’t want that. It’s 

clothing you know, it’s very subtle decision when you want to buy your jeans, it’s so easy 

to buy a pair jeans when you go to H&M, whatever you just pay your 37euros you ready 

you go bye bye. We are struggling with that, we have to keep it very easy, simple.” 

 

Q: “How many leasing customers do you have?” 

0:08:52.4 - 0:09:44.9 

“Around 2000. It went a little down when we stopped for a few months, and it’s climbing 

again now, we have very good sales for the last 3 months because of the expansion of the 

collection. IT all depends on a lot of things, it’s not only the leasing, the most important is 

the product, we did a lot on that, we improved a lot of the product, there are now more 

choices for people, we only had one model last year now we have 4, so that improved the 

sales a lot. The home try-out also.” 

 

Q: “Is it more complicated dealing with private consumers because they are not used to 

dealing with contracts and commitments to longer periods?” 

0:09:50.0 - 0:11:37.5 

“We’ve done some research, some students have looked into this. It’s difficult to answer, 

because we don’t really know when somebody sits behind their computer on a Thursday 

evening at 11:30, what the reason is that he stops buying or whether he continues. So I 

honestly … I can look into this, we have done some research. The customers we have 

now are of course the early adopters and they just want to join this movement, and I think 

it’s fantastic and they have other reasons to do this. They feel very strong, not even about 

the jeans but about the idea that now finally somebody in fashion starts shaking up things, 

so that’s a bit of … it’s not really fair to do a research like this […] I think if I were to double 

the price it wouldn’t change much.” 
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Q: “Your value proposition is centred around the sustainability argument?” 

0:11:43.2 - 0:12:57.6 

“At this moment yes. Of course we want to touch the larger group, [the current customers] 

are the early adopters, but we want to go to the big mass. That’s why we keep our price 

under 100euro, we think that’s an important issue and we are trying to reach [more 

customers] by having a more fashionable website, one year ago it was too green, and 

green doesn’t sell or sustainability doesn’t sell. It has to be a nice product. Of course it 

sells for idiots like you and me. I want to get the bigger picture, I want to get the people 

that go to H&M also. And this is a big challenge. You have to have the right photography, 

the right website, you have to be stronger in your marketing, you need more money for 

marketing also, which we don’t have” 

 

Q: “Is it necessary to reach the mass market for your business model to have any cost 

advantages?” 

0:13:00.1 - 0:13:40.4 

“Yes, because now with my 2,3,4,5000 jeans that I send back to be rejuvenated in to new 

yarn and things, it’s too small. It’s mechanically and practically very difficult to do a small 

batch of jeans, it’s much easier when you come with a big bunch of jeans and you start 

shredding them and making new yarn, it’s all about the volume, in our business it’s all 

about the volume.”  

 

0:13:40.5 – 0:14:16.3 

Q: “Is that because of high fixed costs in the beginning?” 

“Yeah, you have to start the machines, you have to take out other yarns. You know, it’s 

difficult to use old fibres because the machines get blocked. At the moment it’s more 

expensive to use old fibres than new fibres. So, it’s a pain in the ass and you can only 

convince manufacturers when you have a big batch and high volumes so they can start 

turning and making their machines run. I think you’re right, that’s a good way to start it”.  
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About retailers as a barrier and their power 

0:14:40.4 – 0:16:00.8 

“Yeah, it’s very difficult. They are….You know, when you want to come into a retailer they 

have to choose between you and another brand. And I’m in competition with G-Star, 

Diesel and Levis that sell very well. They invest in that, they have to buy big quantities so 

it’s difficult. It means that when you take Mud Jeans in you have to kick somebody else out 

and that’s…..When you have a money-maker for a retailer and the retailers really have  

difficult times at the moment. Then they will not make extra space for you”.  

 

Q: “Do you think the transition is difficult in the sense of this mind-set shift that is 

necessary?” 

“Yes, definitely. We have retailers, buyers who say listen on another pair of jeans I make 4 

times the profit. So, when they buy for 20 they sell for 80 and with you I only have 2, 5. 

That’s all, bye, bye. And when you say for instance you save 8000 litres of water with 

these kind of jeans they say nice. But it means that all my other jeans I have to sell them 

out and that’s not possible. So, they only think about the money.” 

 

About conflict of interest with partners in the supply-chain who focus on 

sales/volume 

0:16:35.4 – 0:17:47.5 

“Yeah, we have now a manufacturer in Tunisia who thinks differently and who wants to 

help us. But of course in the end he needs to pay a salary to his girls. So, the money has 

to flow also. So, there are people of course in the value-chain who are showing their good 

will in that sense but in the end everybody has to make the economics correct. And that’s 

hard…But things are changing and we are growing steady and slowly. We don’t need to 

be three times as big next year but if we have…..of course we need a little bit more volume 

to be economically ok. Every jeans counts for the moment”.  

 

About potential cost/financial advantages to the model as they grow 

0:18:04.9 – 0:21:07.6 

“There’s of course a lot of positive things about what I’m doing. First of all, there are a 

couple of things. We seem to be magnet for very intelligent young good-willing people. 
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Energetic young people. I have nearly every week young students calling me saying I 

would like to help you, can I do something, can I do an internship? Really, they are very, 

very motivated and talented people. I am very lucky to get this into my company without 

much effort. So, that’s great. Secondly, we get a lot of free publicity by doing this. We have 

a lot of fans and we get media attention which is of course fantastic. And thirdly, the best 

part of it…the leasing option is…..our customers become our ambassadors. They lease a 

jeans and after one year we of course keep in touch with them and after 1 year they 

receive a nice mail saying hey, how was your year without jeans? They are really doing 

this fantastically and they tell a story and they all reply. 80% say ok, I’m looking forward to 

receive my new jeans, my new pair of jeans and I’ll send the old ones back to you. I’ll tell 

you the story, we can use that of course on the social media and these kind of things work 

fantastically. People tell you the story, I returned my jeans and I had this adventure with it. 

We give it the name Jakob, we jeans are called Jakob, we give it a name and we sell it as 

a vintage pair of jeans which we call upcycling. And that’s a lot of fun so we have a lot of 

fun doing what we do. And that keeps us also alive. So, I think that’s the best part of it. 

Because when I have this month for example 200 leases and I can keep 80% of them or 

maybe more and I earn another 200. Then I have 360 leases and next year I have 500 and 

the year after I have 1000 every month. That starts rolling the cash flow you know, I’ve got 

75 000 euros coming in every month. When we have 10 000 leases and that’s the way 

forward to me. That’s I think where I’m going to win because we’re going to have…..at 

least when we do things right of course we have to deliver good jeans and quality stuff. 

That’s of course rule number one. But if we do things right, we will build a community that 

will be attached to our brand. And that’s of course…..that gives the brand a very high value 

in our company, I believe. But maybe I’m a dreamer, I don’t know.  

 

About how sensitive consumers are towards newness and used jeans 

0:22:06.4 - 0:22:58.3 

“We take 49 euro for it (ref: the vintage jeans that is). No, I think you’re right. I’m not going 

to touch….this is for certain individuals that really like this. But we do pimp them, we do 

some effort to make them look great and to upgrade them into something better. You 

know, you need….people would like to have torn jeans and things which we don’t do 

because we don’t think it’s sustainable to make a pair of jeans and then destroy it. So, you 
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destroy it first for one year and then we bring it back into the shop again. You know, you’ve 

got some people who want torn jeans so we offer that as well. We don’t do that in the 

factory, you do  

it first. So, we’re upcycling, I like upcycling.” 

 

About how to communicate the value proposition 

0:23:36.9 - 0:25:09.7 

“We talk a lot about the why and why we’re here and what we dream of - a world with no 

waste. If you want to buy a pair of jeans, go to H&M and you buy a pair of jeans. You 

know, I can’t really help on that one. It’s hard, we are talking about this in our office also 

every day. You should maybe also talk to Dannick, she’s also…..having a lot of thoughts 

about this. It’s true that we need to improve our way of telling the value proposition to 

customers.  

 

Q: “It’s especially, also the leasing model because…..” 

“That’s hard, I agree with you. I didn’t really find a good solution for it. It’s the question 

what’s in it for me right?” 

 

Q: “Yeah, more or less. Or why is leasing better than ownership and then consumers are 

so used to the ownership model”.  

“Yeah, we’ve gone more to the idea of saying listen, you can guilt free trade your pair of 

jeans every year. That’s one of the things we believe in, where you can touch people.” 
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Interview – Dutch aWEARness – Appendix 5 

Interviewee: Rien Otto  

Position: CEO & Founder, Dutch aWEARness 

Date: 24th of September 2015 

 

About the sales process and contracts 

0:08:18.3 – 0:12:11.1 

“Let me tell you a little bit about how the story is going. So, before we are doing something 

for our customers, the customer has a question. For example he wants rain jackets. What 

we do then is we contact them and we have a questionnaire. In this questionnaire we ask 

them exactly what is the performance that they need? So, in this case it has to be a rain 

suit, it has to have high visibility, is it also…….do you want to also wear it in winter. Who’s 

going to wear it, for what kind of conditions and what is the work that they are doing. And 

what kind of services they need. That’s what you start with. So, let’s say that it’s clear that 

you want to have a high visibility raincoat, jacket and trousers to be used in buildings. We 

know what they’re going to do. Then the next question, so what do you want to do as a 

company? Do you want to do the washing by the workers themselves at home? And if it’s 

that then we make a description of how to wash it. But it’s also possible that they say, no I 

want to have also the washing in it. Then we organize for them that every week we take it 

to our company or our partner and then on Monday it will be back there. That’s the normal 

way of working. I think everybody, even if you’re working with a linear economy you’ve got 

these kind of services. The only difference in circular economy is that that you most of the 

time will have a contract that they are……..don’t have the ownership of the garment of the 

rain suit but they are only paying for the use. So, what you do and that’s what we are 

calling a performance-based contract, we are giving them exactly the performance they 

need. Maybe with washing or with repair services and then we charge them for wearing 

the clothing, in this case washing the clothing and repair. And then we’re going to make a 

contract and we call it a performance-based contract and we exactly state what are the 

needs, what are we going to do and what is it going to cost. Then we also make a 

timeframe, is it for 1 year, is it 2 years or 4 years? Why is that interesting? Because if it’s 

only for 1 year I can make a rain suit that’s made in a way that after 1 year you cannot use 

it anymore. The fabric will be cheaper. And if you have a contract of 4 years you can make 
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a rain jacket that lasts for 4 years. That’s the way you are more or less working. In the 

contract you’re more or less stating ok we have over here a performance-based contract, 

this is the period that we’ll do it, this is the garment we make on the performance and they 

pay for every month or when they are using it, for the washing, the repair and a lot of 

things.” 

 

Why the B2B? 

0:12:11.6 - 0:13:17.1 

“I can tell you why we started with the B2B. Because most of the time in B2B, you are 

working with big companies. It’s easy to organize it, you have 1 contract, a lot of people 

are using it, the company are responsible that they’re using it in the right way and we can 

also make very easy contracts for washing, repair and the take-back systems. It’s easier to 

do it in B2B than B2C. You’re making exactly the product they need in their prescription. 

That’s performance-based contracting and performance-based products. And at the end it 

looks very much like a lease-contract.” 

 

About the payments  

0:13:23.6 – 0:14:05.0 

“Again they can choose because some companies want to pay per year, some want to it 

only by month…it’s up to the customer. Some people even want to do it in one time. So, it 

depends again. Because if you have a company with a big profit and you buy something 

your profit will go down because you buy some clothing and you don’t have to pay a lot of 

taxes. Also in that way it depends on the company what they want.”¨ 

 

About the take-back system 

Q: “When the leasing period is over, is it compulsory for them to return the clothes?” 

0:14:15.5  

“Yeah, we organize it for them, it comes back and we put it in our loop. So, it will be 

shredded, melted down, make new yarn out of it, fabric and again the new product.” 
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Q:  “So, there’s not an option of buying the clothes and holding on to it from you if they’re 

satisfied with it?” 

0:14:35.4  

“Yeah, they can buy it, that’s not a problem but they can’t hold on to it. That’s impossible. 

You can’t really buy it in the way that they can use it over and over again because then we 

don’t know when it’s coming back or maybe we don’t get it back. And for us the product, 

the raw material is the source that we want to have in our system so we can re-use it. 

That’s one of the business models in here. And of course most of the time if they keep it to 

themselves, they throw it away and that’s not good for the environment”.  

 

Q:  “If the clothes are still usable towards the end of the contract, can they extend their 

lease or is it fixed from the beginning?” 

0:15:35.4  

“No, no, of course not. If the clothing is still good for use we just make the contract a little 

bit longer. But at the end, it has to come back to us. Or else our system doesn’t work and 

we need the raw materials again to make a new product.” 

 

About which factors their customers value when purchasing 

0:16:21.9 – 0:20:02.8 

“Most of the time they do it in two ways. It’s like greenwashing, they want to show that they 

are green, working within the circular economy. And most of the time they do it because 

it’s cheaper. They earn more money using this clothing than normal clothing. One 

example, if you’re using our clothing, it’s totally circular. Let’s say you have a tender for 

building your roads. So if you have a tender, you’ve always got a lot of questions. And one 

of the questions right now is, are you working in a sustainable way? Then they can say, 

yes we’re working in a sustainable way because we’re using the clothes of Dutch 

Awearness. Then they’re going to get extra points in their tender and they have an 

advantage to the other companies who are also trying to get this tender. And another one 

is that for example, normally a company let’s say that they have 1000 rain suits again and 

in the end they want to throw it away. It will cost them per ton, 600 euros. So, now they 

don’t have to pay these 600 euros as rubbish because we’re taking it back and putting it 

into the system.” 
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Q:  “So, that would be the biggest cost advantage that they don’t have to pay for the 

waste?” 

“No, also what you can see is that a performance-based product form a higher level. So, 

they can use it most of the time longer than normal garments. Because it’s specially made 

for their purpose. The quality is better. And another on is legislation right now in Europe. If 

you as a company today buy sustainable clothing, circular clothing, you get….Normally in 

the Netherlands the extra taxes are 21% and then they only have to pay 6%. So, there’s 

also 50% extra money for them also then. There are incentives. The government is making 

incentives so that if you’re buying these kind of products, you don’t have to pay 21% of 

taxes but only 6. There’s a lot of things going on right now” 

 

Q:  “Is that a new type of legislation then?” 

“Yeah, I think in about 7 days I’m again with the European Union and we’ll have a 

discussion with Juncher and some other commissioners. It’s something they’re preparing 

to change. There’s also another one that’s more to the producer side. Many producers 

don’t take responsibility for the products they make. So, at the end they sell it and they’re 

finished. And if you don’t have a good take-back system, that’s also for consumer goods, 

then you’ll pay an extra tax that’s 7% of the product. It’s already in France and they’re 

using it. So, that are the incentives for the producer side but also for the users.” 

 

About intermediaries or retailers they potentially go through 

0:20:19.5 - 0:21:37.7 

“We have re-sellers as our own company. But most of the time it’s very direct. They are 

sending us an e-mail or phoning us, we make an appointment, we explain what we’re 

doing, why we’re doing it and then most of the time it becomes an order. Yeah, it’s easier, 

it’s normal business. Most of the time the company comes to our company and asking us 

to help them go to the circular economy, to circular clothing. So, there’s no intermediary in 

it, there’s no re-seller in between. We have some re-sellers but most of the time when we 

are using the re-sellers the first appointment with the company, I will be there or Iris or 

someone else from the company to explain exactly what we’re doing with clothing.”  
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Q: “When you produce only when things are ordered and customized does that mean you 

have very little inventory too?” 

0:21:48.4 - 0:22:27.2 

“We don’t have a big stock, it depends. Like the rainsuits…sometimes if you have the 

rainsuits in orange or yellow, they are most of the time in stock 50 or 100 000 pieces. 

Because, they are being used a lot and it’s difficult to say how long they can wear it 

because it’s in the building construction. You can’t always repair it and you have to do it 

very quickly. But most of the time we don’t have a very large stock.” 

 

About customization of clothes 

0:22:48.3 - 0:25:24.7 

 “That’s funny because we have a lot of discussion of course. We are taking our 

responsibility to make a garment the right way within the circular economy. So, we have 

some discussion also with companies because everyone wants to have their own colour. 

Then we say, ok we can make every colour but then it’s not sustainable because we have 

to make a lot of fabrics and then in the recycle-part we have to do a little light-green, 

middle-green, green-green. The surprising thing is that most of the companies if you 

explain it the right way, they understand what you’re saying and then they say, ok let’s 

take the normal blue then. And we do something special with the logos and things like that 

but the logos we can remove fairly easy from the garments. But also companies are 

changing right now. Then it’s only about the designers and we have some nice designers. 

That they find very nice solutions, for example that the colour is normal blue but we give it 

some extra pointers so that they get the feeling that it’s their workwear. Most of the time 

they are doing it not only to show that we are Phillips but because people are working 

around in building that people understand that this guy is from this company and is doing 

that in the factory or in the construction site. So, that’s more like the normal thing. But it’s 

not a big issue anymore so companies are changing. They understand exactly, if they 

want to do circular economy, they also have to change their own way of thinking. And it’s 

cheaper. Because if I make every time different colours. For example if I make light-blue, I 

have to order 5000 metres of fabric so they have to pay for the 5000 metres of fabric. And 

now it’s like volume so it’s much cheaper. If you use this fabric it’s cheaper. If you use this 
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style and you have 5 companies who are using this colour and this style, the price will go 

like 20% down because you are making it in volume.” 

 

Which quality factors/indicators their customers’ consider when purchasing 

0:31:40.2 - 0:32:47.6 

“I think what we are doing is selling normal clothing, that’s what we’re selling. Our 

message is you can buy normal clothing with normal fabrics. There are some extras in our 

fabrics, that you can wash it much easier and things like that. But that’s added-value 

because of the way we are making it. It’s according to the norming of the European Union 

because they want high visibility. When you want more antistatic, things you have to test it 

and you have to put it onto the clothing. And at the end we tell the story that it’s also 

circular. But first it has to be a good fabric, it has to do what it has to do, it has to get the 

right legislation, it has to be the right norm and it has to be more fittable. That’s the way 

we’re selling it.” 

 

Communicating the value proposition 

Q: “Do you find that prospective B2B clients easily understand the benefits of the 

performance based model?” 

0:32:50.3 - 0:33:42.4 

“Yes most of the time. You have to explain a little bit, in a very easy language what you are 

doing. It’s not so difficult. Just say I have 2000 raincoats and you show them, we have a 

video clip, and we show them exactly what’s going on, then they understand what we are 

doing, and then we show the profit like with the CO2.”  

 

0:34:56.8 - 0:35:53.3 

“We do a comparison that if you are recycling those 2000 jackets you save enough energy 

for 1 family for half a year in electricity in their home. Normally for 2000jackets you need 

1800 trees to take the CO2 back out of the environment, so if you do it our way you don’t 

need the 1800 trees. Just make it very simple so that they can all understand it. And of 

course you show your product, and in the end it’s about the product, if the product 

[delivers] the right performance it’s also good for sustainability and they also earn extra 

money with it. You will always win the race.”  
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Q: “What have been any reasons of hesitation from potential clients?” 

0:37:29.3 - 0:38:15.6 

“Until now the only thing that we have to show exactly is that the norms that have to be on 

the clothing are okay, so showing the paperwork, and that’s it. What we have done is 

proven, on a big scale that we are doing what we are saying. So the only thing is that we 

really show them the paperwork, and that’s normal business, [otherwise] there’s no barrier 

anymore.”  

 

Leasing as a term 

Q: “You don’t use the word leasing?” 

0:38:24.0 - 0:39:15.9 

“No. One year ago I was at Launch Nordic and there were a lot of investors, people like 

Nike and H&M, and they said stop talking about performance based contracting, just call it 

lease. I did it for one month and then I changed it again to performance based contracting 

because lease is not the right word. Lease is an old school economy, linear economy, so 

you can never ever solve a problem with a tool that is responsible for the big mix up right 

now and the big economic problems we have, just give it another name that’s much more 

clear and just give it like 9 months and everybody will understand what you are saying.”  

 

Q: “What are some specific issues with the term leasing?” 

0:39:20.8 - 0:41:02.9 

“Most of the time when you lease, you can’t do it as your own company. Most of the time if 

you have a lease contract you have to do it by a bank or a lease company. So you also 

have some legal issues because if you say that the garments are under the ownership of 

the consortium, it will be impossible because normally if you buy by a lease construction, 

the party doing the lease construction is the owner of the product. Within the circular 

economy we are stating that the consortium is the owner of the product and the raw 

material. So there is a little bit of a mix up. The second one is if you look very closely at 

lease contracting, leasing is nothing more than buying by credit. So if you do the 

calculation of leasing jeans, so you are just buying very expensive trousers, they are just 

doing the pre-financing so there’s nothing more than that, you are buying credit. I don’t 
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think that’s something we must do within the circular economy that is old school. That’s 

why I don’t use it”  

 

Q: “We see this with consumer market. Maybe it influences businesses as well?” 

0:41:20.2 - 0:43:21.0 

“Yes. I think for businesses it’s normal to have a lease construction for cars and things like 

that. Then it’s very clear you are talking about a business who is leasing phones or 

whatever for their employees. But if you are talking about B2C, you are talking about an 

individual person, and he is just loaning money from you to have his jeans, and we all 

know that living on a credit card is not the right way. So for businesses it’s a little bit 

different. But even they like more the performance based contracting than normal party. 

But what we are seeing right now, for example, what we are having right now with the 

clothing is that we want to do it performance based and we are looking for funding of 

course because we don’t have all the money to make the collection because we paid in 

like 24 months. The biggest issue right now within the circular economy [related to the 

performance based contracting] with services is getting the financing to do these kind of 

constructions because the banks don’t want to give you the money, they only want to give 

you the money if you do it under a lease construction. Because in a lease construction the 

legal structure is totally different. So they earn a lot of money by leasing but not so much 

money by performance based.”  

 

Q: “Are business clients more capable in terms of LCC?” 

0:43:27.2 - 0:45:14.6 

“Yes. The totally cost of ownership, they don’t like that one. That’s most of the time a little 

bit bullshit, making a few calculations and [blah blah], so most of the time companies don’t 

like that one but they understand exactly the other part, how to organize your chain and 

how to use it, and how to make the services. What we are seeing is that companies that 

are buying our product are also learning how to put it in their own way of production. 

Because if you are a smart company you really change from linear economy to circular 

economy. If you want to have a company in 10 years, if you’re still linear, and this is what 

you see in all companies all over the world, if you don’t change from linear to circular after 

10 years you can’t sell anything anymore. So that’s what we are understanding, they are a 
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little bit afraid because they don’t know exactly what it is, but most of the time we come in, 

we show them what we are doing, they even ask for consultancy to help them to go to the 

circular economy... We are doing a project with Nike, we are doing one with (Quintiq?), we 

are doing a big project for the EU, we call it learning by doing. There are some models, 

what you have to do or not do and stuff like that.” 

 

Q: “Is the main cost advantage saving on raw materials by recycling?” 

0:46:09.4 - 0:47:26.6 

“No… for a part. Let me explain, within the circular economy you have 9 partners. You 

have raw material, spinning, weaving, production, Dutch Awearness, customer, recycling, 

what we are doing is calculating the total cost of all, and then we are talking about what 

you are doing and what you have to buy, and in the circular economy everybody in the 

circle can have 20% of extra for what they are doing and that’s the profit. So it’s very 

transparent. So the profit in our case is that we are the chain director so people are using 

the CCMS (Circular Content Management System) they are paying a fee for it, if we are 

the chain director they are paying a fee for that we are the chain director and they also pay 

a small part in the cycle. So yea it’s a business.” 

 

Q: “Did it take a long time to develop the technology behind your recyclable fabric and the 

CCMS before you could gain momentum?” 

0:48:10.0 - 0:50:41.9 

“Yes, of course. I’ve been working with the circular economy for 24 years. What has 

shaped this company is that we were willing to make a lot of mistakes, and from these 

mistakes we learned... [inaudible] a big lecture in Barcelona for the EU, what we have 

learned is that circular economy is just 20% about the product and 80% of managing your 

circle and partners and that’s what we have learned, and our company is not existing 

because we have the right material or because we have the CCMS system, no, our 

company exists because we know how to manage the chain, and still know that we have 

to make a lot of mistakes to make it even better. That’s the nice part of SMEs, [like us], we 

are small enough to look at new innovations, to do new adventures, to be open for 

mistakes, to look left right up down ... that’s why we are unique, you can see that most of 

the innovations will start with SMEs or start-ups, you can also call them start-ups, the only 
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thing that we are doing right now is, we have our own knowledge, innovations, our own 

brand, what we are doing right now is talking with big brands like Quintet, TRICOR, 

Simon&Jersey, and we talk with them in a partnership so that they can use our innovations 

within the circular economy and the fabric, to get much more easier into the market. 

Because you can fight and have a competition with the big ones or you can join with them 

and that’s much smarter, that’s why Dutch aWEARness and other start-ups are beginning 

to be a big success.” 

 

Q: “Is the stakeholder environment more complex with a circular model?” 

 0:50:48.9 - 0:51:45.9 

“No. Circular economy is not so difficult with stakeholders. The only thing that you have to 

do is to explain exactly what the circular economy is, what are the rules, you always have 

to be transparent and open, you have to share in your loop ... you can have like... we have 

a product and I think we have like 600 different companies working together on this project, 

and you are all in the loop, but the values are for everybody the same.” 

 

Q: “Are there some differences you see that will make it more challenging in the consumer 

market?” 

0:52:09.8 - 0:53:58.4 

“No, I think that the circular economy is here to stay. It’s not the same with cradle to cradle 

because once it was a big hype and then it disappeared. [For] B2B the development will 

be much faster than everyone is thinking  not only in clothing but also in building, and cars, 

even apple is looking at making a computer that is performance based ... make a phone in 

a way that you can use it like 10years. What you will also see, which is also B2C ... and 

I’m talking about the vision ... at 5oclock I have a meeting with New York, and we are 

talking with Marc Jacobs, Little Lemon, Nike, H&M, everybody is looking also on that way 

for a solution. You know there will be a shortness on raw materials, so we have to 

organize ... if you see the numbers of H&M this year, their profit is going down with 20%, 

the cause is that they have to buy new raw materials every time and they are becoming 

more expensive, so from them there is an incentive to say ‘this is not good,20% is a lot, 

let’s try to get our clothing back, and let’s see if we can re-use it for a new fabric’. So it will 

go very, very fast I can tell you.” 
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Q: “Will the process be inefficient if the clothes they are taking back are not designed for 

up/recycling?” 

0:54:04.2 - 0:55:23.4 

“It’s still possible, there are solutions. To be honest people make it seem very difficult, if 

you have a blend with polyester and wool or polyester and cotton, and here in Europe and 

also in the northern in the countries they say ‘Oh it’s difficult to make yarn out of it and 

fabric!’ I can tell you go to India and they have already been doing it for 50 years. It’s not 

that big an innovation. But I think ... that’s why what I told you... we make these kind of 

modules, learning by doing, there’s also design for reincarnation, you can also call it 

design for the circular economy. We just have to learn how to make garment, use the right 

fabrics, and make the right style so that afterwards if it comes back we can recycle it on 

the same level, and they are willing. They have to do it because if they don’t do it they 

don’t have enough raw materials anymore.” 

 

0:55:18.9 - 0:55:58.5 

“Did you see that H&M did a contest right now? If there’s a company in the world who can 

give them the solution to go to the circular economy you can win 1.2million (euros?) ... it’s 

a lot of money. The fun part is that everybody is phoning us telling us to compete in the 

contest but we are working within the circular economy so we are not going to give it only 

to H&M. Our goal is to bring it to all brands.” 

 

Q: “Apart from workwear, you have a fashion section on your website. Is this towards the 

B2C sector?” 

0:56:09.3 – 0:56:59.4 

“No we just make it right now to show that it’s possible. So we make some small 

collections with elephant grass, elephant grass is a special grass you can make into 

cellulose and viscose, so instead of cotton you can use this because [it can be a closed 

loop]. So it’s for showing what is possible within the circular economy and working with the 

chain. At the end we don’t want to do any production anymore, if we have the innovation 

we share it with our partners they pay us for it and we can do a new innovation.” 
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Q: “So that’s the direction rather than applying the workwear model to B2C markets?” 

0:57:05.8 - 0:57:56.2 

“What we are doing right now ... Tonight I have a meeting with Marc Jacobs, we have 

some new innovations to share with them, and also with Little Lemon, and Nike ... so they 

will do it for us. We show them that it’s possible, we know how the factories have to do it, 

we know the styles and they say ‘okay. We want to do it in our collection too’, they pay us 

money, and it’s much better because Dutch aWEARness is a nice company but we don’t 

want to be a big company. We want to be lean, young, we want to make a lot of mistakes, 

and if you have a big company it’s not so smart to make a mistake but if you are a small 

company it’s not a problem.”  

 

Q: “We’ve heard that there are difficulties with recycling garments e.g. blocking of 

machines?” 

0:58:08.6 - 0:59:25.3 

“It’s bullshit... they do it in India, I did it 20 years ago in Turkey. It’s not true. It’s all about 

collaborating with other partners, look together for a solution, and then you can make it. 

But if you want to be the only who can do it or the only one who thinks he can do it, and 

you don’t want to share the profit, it will be impossible. I think that’s what the circular 

economy is doing, it’s about working together, sharing knowledge/innovations. I know that 

we can make together with [company name] we are making from elephant grass ... and 

really when you see it it’s like jeans. If you want you can stop using cotton for jeans, there 

is another material already.” 

 

Q: “Does the consumer accept this?” 

0:59:29.5 - 1:00:40.9 

“Yes, we’re selling it. It’s even nicer than normal jeans, and it’s more beautiful than normal 

jeans. And you can wear the trousers 3 years instead of 4 months. That’s not the problem. 

It’s more that the producers have to take the step to change their way of thinking. Also, to 

look at another business model ... so, normally... you know the true cost? ... Jeans 

normally cost 10 euros in production, and then it goes to the brand and then the brand 

sells it for 45-50euros and then it goes to the shop where you buy it for 110. So if you 
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change that one, you can make a better material and share the profit in a good way and it 

can be cheaper and better... I think this is the future, this is what’s happening right now.” 

 

1:01:05.5 - 1:03:36.8 

“It’s really happening right now ... people are looking at another way, looking to new 

business models, trying to make better products. Because at the end, just as a 

calculation ... normally when I sell a raincoat I will do it for 18months, I will get around 

60euros. Now, I’m making it in a better way with the right materials, you can use it 

36months and every month I’m going to get 5 euros ... so now I get 180 euros, so at the 

end we have a bigger profit... It’s a very good business model! And I think slowly 

everybody is understanding it, Apple is understanding it, H&M is understanding that it’s not 

about volume, volume, volume but it’s more about good performance good performance 

and if you have a good performance the customer will come back to you and [buy] another 

one, so it’s much more smarter to do it this way if you look in the mid and long term. I think 

the best incentive is money, still also in the circular economy... We saw it in the 

Netherlands, we had hybrid cars, if you bought one you get 30% discount on taxes. 

Everybody was buying Lexus or hybrids, because you got 30% off, now since a year ago 

they stopped it and the strange thing is that people are buying the car, even though they 

don’t get the 30% discount, so it’s playing with people. I think that the circular economy 

has to do that part also, we have to be smart to do it in the right way. ” 

 

1:03:53.2 - 1:04:34.6 

“It’s just marketing... I think that’s the biggest mistake that everybody is making, although 

you are in the circular economy you still have to do marketing, you can still do marketing, 

you can still earn money. If people understand that part, and you also explain them that 

you are also doing something good for the environment, for the future, for your children, 

then it’s a very easy step to do it.” 
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Interview – Ruben Van Doorn – Appendix 6 

Interviewee: Ruben van Doorn 

Position: International experience in strategy, sustainability, change-

management, operations and marketing & sales. Former partner with David 

Goehring in Full Circle (Circular Economy Consultancy) 

Date: 18th of May 2015 

 

Hype in Copenhagen about Circular Economy 

0:04:29.9 - 0:06:31.8 

“The question is always when does it go from being a hype and a lot of talk around the 

subject to companies and people actually doing stuff. And I must admit before I started 

working with Turntoo I worked with a very large logistics company TNT, we were one of 

the frontrunners in the field of environmental management, CO2, and stuff like that. And it 

reminds me of what I experienced then. Back in 2008 everyone was only talking about 

managing CO2 and everyone was only talking about electric vehicles.” 

 

0:06:00.0  

“When I worked for TNT we were in the same situation when it came to electric vehicles, 

CO2, that kind of stuff. There is a 3 to 4 year gap between many organizations talking 

about it, starting to hype it, and stuff actually starting to happen. And I was hoping that with 

the circular economy the 3-5 year gap would be shortened a little bit. Right now I’m not so 

sure if that’s actually going to happen, it might be the same 3-5 year lag.” 

 

Who are Fullcircle’s clients? 

0:06:34.9 - 0:08:20.6 

“Our main focus was on the building industry so contrary to you guys looking in to B2C, we 

were actually focusing completely on the B2B because what I did with Turntoo, we did a 

combination of B2C and B2B but we did a lot of stuff in the building industry as well and 

given David’s background as an architect we found that to be a good focus. So with 

building companies, but it’s not easy to get a foot on the ground there because the building 

industry is quite traditional, to put it mildly. So it’s more the smaller companies that we 

talked to, and what you see is that there are many companies that are interested in the 

topic, it’s mainly think-tank’s, governments, those tend to be the first two to become 
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interested, which is good, it’s the way you approach it. You can start with a building 

company or a building materials company, you start working for them right away but 

usually it’s the other way around, you get in touch with the government who wants to do 

this kind of stuff and then you need to find the building companies and the building 

materials producers to sort of play along.” 

 

Cases at Turntoo 

0:08:40.6 - 0:10:22.4 

“We did a whole range of things, if I start with the biggest thing we did back then. We took 

a city hall building there was a small sized city government in the eastern part of Holland, 

who was looking for new housing because they had been in temporary housing for 15 

years already and it was really time to leave and they understood that this specific city 

would not have its own administration 10 years from now. So they said give us a 

temporary building, give us a building that we can use for 10 years and after that leave no 

footprint, so that was the starting point for designing a complete building, where you know 

usually what happens in the building industry if you say I need something for 10 years 

they’ll start putting you up in these containers that they stack a few alongside and on top of 

each other, and before you know it you’re in a very old noisy squeaky building which 

basically has no atmosphere. So what we did with Turntoo is we designed this whole 

building to be removed again after 10 years of use, it was built well enough to last easily 

20 or 30 years but if the city sort of had to leave the building 10 years from now everything 

could be deconstructed and be re-used again, except for the building foundation, because 

obviously that’s in the ground and it’s nearly impossible to remove that again.”  

 

Washing machines 

0:10:24.5 - 0:12:55.2 

“So that was the biggest thing we did and at the other end of the spectrum we work with…. 

I found it interesting because I was looking at your e-mail and you mentioned a company 

called Bundles, which I hadn’t heard from before, but actually we started doing this 

washing machine concept 2.5 years ago already. So we developed this washing machine 

concept together with a housing association and the ultimate goal was to reduce the 

energy bill for social tenants, so people in weak economic positions who could hardly 
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afford to pay the rent. Then we said if you want to reduce energy costs for these people 

you need to make sure they reduce their energy consumption. For that to happen you 

need to have energy efficient machines but they don’t have any money, they don’t have 

500Euros lying around to buy a washing machine, they hardly have money to buy 

groceries every week. So the best way to do it is to come up with a solution, which is 

completely performance based. And that’s what we did. We offered a washing machine for, 

off the top of mind, for 10 euros a month. They got a brand new washing machine 10 

euros a month on a performance basis and in return they saved 5-7 euros a month on their 

energy bill that is the first step we took. It wasn’t as advanced as what I read on the 

Bundles website, where they actually offer it on a little bit more of a performance based 

system where you buy bundles, you go for 25 washes or 40 washes, if you want to go 

really performance based you wouldn’t even have to buy the bundle of course, then at the 

end of the month you would just get an invoice for whatever amount of washes you took 

from the machine. So That’s the other end of the spectrum, and in between we did a lot of 

stuff, we did interiors for a school for instance, we did some offices where people just 

needed chairs, desks, that kind of stuff, all on a 8-10 year basis.” 

 

How about Business to consumer? 

0:13:00.9 - 0:15:24.1 

“So the only B2C we did back then was the washing machines, and there was a good 

reason for it, because Turntoo’s area of focus was really Holland. If you want to make a 

performance based case work there’s always a little bit of a risk because ultimately 

somebody needs to buy whatever asset you need a washing machine, or a couch, or a car 

or a bike, doesn’t really matter. Somebody needs to buy it and put it on their balance sheet, 

it can be the manufacturer, it can be an intermediary, obviously it’s not going to be the 

consumer in this case, but somebody needs to come up with the money. In order for that 

risk that you then take. If I am a bike manufacturer and I say well I’m just going to do 

performance based, every km you ride it you need to pay me some money, but the thing is 

going to be on my balance sheet and for that risk to become manageable I want to have 

some kind of a contract, otherwise I have a 500euro bike on my balance sheet and maybe 

next week nobody’s going to use it and the weeks after that, that’s my risk. Same with the 

washing machine, say the thing is 500euros, what kind of guarantee do you have that you 
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get a return on investment. If you go to the B2B market it’s quite easy to close a 5,8 even a 

20 year contract with a business, and it’s always legally allowed contract. If you go into the 

consumer market, consumers are very well protected, If I sign a 8 year contract with a 

consumer and a consumer wants out of the contract after 1 year, many judges will say you 

cannot force a consumer into an 8 year contract, it’s too long a period, It puts too much 

stress, too much responsibility with the consumer, that’s the case in Holland where 

consumers are very well protected, so that’s why we said back then let’s stay away from 

B2C, let’s only do what we then called B2B2C so we went to the consumer but only with 

another business in between which in this case was the housing association.” 

 

Were there financial barriers? E.g. large upfront investment? 

0:15:30.9 - 0:17:10.9 

“The trick is, if you have a very current asset, that’s fine. But if I look at the Mud Jeans 

model for instance, new jeans are like today I guess 100euros normally if you want to buy 

one, if somebody after 2 weeks wants to return it it’s going to be used jeans, it’s not going 

to be worth 100euros any more, all of a sudden it’s only going to be worth 15-20euros, 

that’s a 80euro drop. Same with cars for instance, if you invest 30,000euros in a car, a 

month from now it will only be worth 24 or even 20,000. So there’s a huge risk in the 

beginning. Especially with consumer goods, because consumers are actually quite 

sensitive to, “does something fit my style” “is it new? Is it used” whereas a business would 

say I don’t care, the copiers are a perfect example, a normal business doesn’t really care if 

a copying machine is new or used as long as it produces copies.” 

 

Consumer attitudes towards newness 

0:17:18.3 - 0:18:26.7 

“To be honest if I, I think there are various groups, in the consumer goods we differentiate, 

a washing machine I think is very neutral, many people will not really care if the thing is 

new or 5 years old as long as it does the right job. If you go into for instance the living 

room, TVs are a completely different thing again, or computers, people want to get new 

stuff. Because they want the newest look, the newest features, and there’s a lot more 

emotion involved than just the pure, let’s say objective qualities of a product.” 
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What sort of products are appropriate for B2C contexts? 

0:18:38.7 - 0:20:41.3 

“The way I’ve always looked at it is that if you want to go to the consumer market you need 

to find that are not design sensitive, and they are in that sense relatively low involvement. I 

think something like a washing machine or a refrigerator is perfectly suitable I think. Like I 

said anything with a design element to it is going to be more difficult, if you really look at it 

very rationally you could perfectly do it with smartphones for instance, but we all know 

that’s not going to happen because we all want the newest iPhones. I can try to convince 

you guys that you can make the same number of calls and you can also skype on an 

iPhone4, but does someone really want to get an iPhone 4 now? Most people not, so 

that’s kind of tricky. If I look at other consumer products, really performance based, bikes 

could be something, especially in big cities, I think there are a few different segments there, 

some people are very proud of their bike, they want to get the new shiny flashy one. Most 

people just ride it around, especially in Holland but probably the same in Copenhagen, 

they don’t really care as long as it works and it gets you around. Most people don’t care 

because your bike is likely to get stolen anyway within a year.” 

 

0:21:03.0 - 0:22:13.7 

“If you go into other markets, which are still B2C, the model might become different, 

because the way I’m looking at it now, a washing machine for instance is in your house 

and you pay for it on a monthly or per-wash basis, doesn’t matter. Cars for instance, could 

be completely different, that’s where you really go into the car sharing world, which is still 

performance based of course but then you don’t have the car in your own possession any 

more, it’s not in your own driveway, in a car2go kind of way you’re going to have to rent a 

car when you need it. I think especially in big cities like Amsterdam or Copenhagen where 

parking space is really a premium, I think more and more people will become interested in 

car sharing as well, you don’t want to have the ownership of the car because it’s just a 

hassle.” 

 

Car sharing 

0:22:49.5 - 0:23:43.6 
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Product characteristics. Maybe products where the objective functionality is much 

easier to measure for consumers have better potential in performing as a PSS or 

performance based model? 

0:23:45.2- 0:24:21.0 

“That’s the best way to approach the market, if I were to do the consumer market now I 

would definitely look at indeed objective product qualities, and it would need to have the 

sort of neutral stance towards how sensitive people are to the products, you don’t want a 

lot of emotion to be involved.” 

 

Mud Jeans. A lot of people didn’t understand the leasing concept. Why would you 

lease jeans? 

0:24:31.4 - 0:25:09.4 

“There’s been a lot of hype around it, Mud Jeans have done a great job at marketing the 

concept, last time I spoke to the guys I think the majority of the business was still in just 

selling jeans instead of leasing them. Which I think they were happy to do because often 

then you get into the financial thing again, it is easy to have the money around.” 

 

Mud Jeans is changing their model 

0:25:21.0 - 0:28:44.0 

“I understand that model. I think I can understand why they want to do that, I think people 

will understand it better, it’s a much simpler model. Also because many people sort of 

have a negative attitude toward leasing because they think they’re getting ripped off, many 

people think that leasing is much more expensive than buying. It ultimately depends on 

how you look at the business case and how trustworthy your business partner is. When we 

did it with Turntoo, it definitely wasn’t more expensive, although of course the interest 

always needs to be paid, and consumers tend to forget that there’s an opportunity cost to 

buying stuff. They don’t calculate stuff with the IRR and WACC and that kind of difficult 

finance stuff, although objectively they should but they don’t, people buy a 50,000euro car 

and they conveniently forget the opportunity cost of the interest that they’re missing out on 

the 50,000 euros. Whereas if you do a business case, or even if you just go for leasing, of 

course you would need to pay that interest, so I understand why Mud Jeans would want to 

change that model because they take that out of the equation. My hesitance with such a 
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deposit model has always been that it isn’t a pure circular model in the sense that there’s 

no guarantee that you’ll close the loop. It’s like the deposit [connection lost]…”0:27:24.4 

 

0:28:17.7 “ 

“So if you want 100% certainty that you’re going to close the loop then the deposit model is 

not the right model. On the other hand, you also need to be pragmatic, the deposit model 

is better than doing nothing.” 

 

Where’s the circular economy going?  

0:29:08.6 - 0:33:55.3 

“[companies won’t change] as fast as we need or as we could. It’s going to take time, 

could easily take 5-10years before we see bigger and bigger things happening. What does 

help is that the economy’s getting better, I was just looking at some economic data for a 

completely different project and the economic forecast for Europe showed that, with the 

exception of Cyprus, all countries are forecast to see their economies grow in the next 2 

years, which is a good sign. Business confidence is growing, consumer confidence is 

growing that’s going to help the appetite to take some risk in this matter. The past couple 

of years everyone was in survival mode, if you’re in survival mode you’re not going to 

invest a lot of money in this, so that’s going to help. Still having attractive business cases 

is incredibly important, everyone’s always going to look at the bottom line, ‘how is this 

going to help me?’, of course there are going to be a few frontrunners, those are the first 

companies who joined the Ellen Macarthur foundation as well, they do it because they are 

intrinsically motivated to do it. But if you look at a normal situation that’s sort of the first 1% 

of the market maybe, the trick is to get it to the first 2.5, and even 5 and first 12.5%. And 

that’s going to require a strong business case, everyone’s going to look at ‘what’s in it for 

me? If it’s something that’s going to generate money, ‘sure we’ll do it, and we’ll gradually 

phase it in’, that’s always the way I discuss it with companies as well, you shouldn’t expect 

companies to completely change their business model from one day to the other, they 

should just ease into it. If you do let’s say this year, 1% of your entire investment planning 

is in the circular economy, it’s a start. Then you start creating a sort of [??] whereas the 

revenues from the model you can use again and next year you use once again 1% or 2 or 

3 once you start building some confidence, so they’re going to ease into it, but only where 
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it makes sense. But it’s going to take time. If you really look at the cases that have also 

been presented by many of the members of the Ellen Macarthur foundation, it’s either stuff 

that they’ve already done, they’ve done it basically on a different basis and they’ve now 

called it the circular economy. Look at Renault, no disrespect to what they’re doing, I think 

it’s a great operation, but what they’re doing with refurbishing the engines of the big trucks 

and stuff like that, they’ve been doing it for 10-15years already, and now all of a sudden 

they’ve stuck the circular economy label on it because it’s a hype, very clever but not really 

adding a lot of new stuff to it yet. So, the way I see it it’s going to take, also new ventures 

new businesses, like for instance Bundles, I love what they’re doing they’re just sticking 

their necks out getting some money here some money there, I saw that the [dutch] is 

involved with it so they probably got 100-200,000euros from the foundation for the 

investment. But it’s going to take innovations like that, basically along the lines of the way 

Apple disrupted the music industry with iTunes and Spotify is now sort of changing it 

completely again, basically killing iTunes, the way Uber is killing the taxi industry, ‘killing’ is 

sort of a negative way to put it but changing the taxi industry. It still takes new initiatives 

because many of the existing organizations are too rusted into their old habits and their 

normal way of doing it, and the risks are just too big.”  

 

Publicly traded companies vs. privately owned companies 

0:33:52.4 - 0:35:11.7 

“Also another issue, I’ve worked with a publicly traded company for 15 years, I’ve worked 

directly with the board of management and the supervisory board, publicly traded 

companies are not going to make this change. They’re too focused on their biweekly, or 

monthly, or quarterly results, they’ve got shareholders that are looking over their shoulders, 

there’s no way to take any kind of risk so it’s going to have to come from private 

companies. Private companies need to stick their necks out and they understand this a lot 

better because the average privately owned company, family business, they’re not in it for 

the short term return, they don’t care about ‘do I make 5, 10, 20% on the investment this 

year, they care about is this business going to be here 100 years from now when the 

children of the children of my children needs to have a job. And that’s the best way to do 

this because if you really want to work with the circular economy, the payback periods are 

quite long.”  
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Payback period and High upfront capital 

0:35:26.9 - 0:37:36.4 

“For a washing machine [5-6 years] is not that short, given that it has a technical life cycle 

of 8-10 years. But that’s still quite long because most business are looking at 12-24 month 

payback horizons.” 

 

Q: the long lead time was one of the reasons why Mud Jeans was forced to change 

“I understand that, and that’s unfortunate because it would be great if they could wait a 

little bit longer but at the same time it’s important for those guys to make sure they survive 

the first couple of years because otherwise nobody’s going to benefit from it. The money 

needs to come from somewhere. I know what they started with and that was not a lot of 

money, it’s not like the founder of Mud Jeans had a couple million lying around. It doesn’t 

cost a lot to produce a pair of jeans, 30-40Euros for a high quality pair of jeans so the 

investment’s still relatively low. Can you imagine how steep things go up if you do this for 

1000euro bikes, or 30,000euro cars, or 1million euro buildings? That’s sort of what you’re 

looking at. That also the math I did with Turntoo, before you know it you need 500million to 

a billion. If you want to do this in the building industry and you want to make 50 big 

buildings, [the city hall cost around 10-20 million to build something like that], if you do that 

50 times you need some very deep pockets. So it’s about striking the right balance.” 

 

Who can afford to do it? 

0:37:51.8 - 0:39:31.8 

Q: That’s a problem, you need a lot of money and hence you need the big companies to 

invest in it but it’s unlikely that many of them will do it. 

“Well, yea, or governments. Some companies have the money, not many by the way, but 

nowadays it’s a combination, there’s always private funding, some level of government 

backing 0:38:20.8 …0:38:38.3 So the funding I think is always a combination of private 

funding but also some level of government guarantees, which you can then leverage to get 

cheaper and better loans from banks, which you can then leverage again to get some 

private funding again. So that’s an alternative way to do it, and for companies to take it out 

of their investment budget. If you ask a washing machine manufacturer like Bosch, to 
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instead of selling 100% of their washing machines just keep 1% on their own balance 

sheet this year and next year and the next, they should be able to manage that.” 

 

Startups and big companies teaming up 

0:40:09.2 - 0:42:23.9 

“That’s quite interesting because you have a small startup like Bundles and a huge 

corporation like Miele. That kind of cross business collaboration, you do need it for the 

circular economy but it is quite new. It’s definitely not standard. It is common practice for 

small companies to do that, but definitely not for an organization like Miele. Usually they 

would have the arrogance to say ‘we can do this on our own, we will do it on our own’. And 

then you go into the bureaucratic processes of large organizations and before you know it 

takes 3 years instead of 3months to design a model.” 

 

Q: That’s something we are writing about. The resources and competencies that are 

required to implement a circular business model. You have to be quite dynamic as an 

organization but the large organizations aren’t? 

“They don’t have the entrepreneurship in the organization and especially if they are 

publicly traded they don’t have the playing room to actually do that kind of stuff. There’s 

always somebody saying ‘well no let’s look at the bottom line, if we can earn 10,000euros 

more per week let’s do it, instead of investing into something as adventurous as the 

circular economy’.” 

“This kind of collaboration is going to be an important enabler.” 

 

Legal issues 

0:42:31.3 - 0:45:54.4 

In relation to Philips, Ruben explains that to take back used appliances or lighting 

equipment you need to have all sorts of garbage treatment licenses. It is European 

legislation. 

If refurbishing is necessary then what’s taken back to some extent is ‘waste’.  

There are vast amounts of legal issues like this that need to be solved. 

There is a lot of uncertainty about this because e.g. who knows what the value of 

aluminum will be in 10 years? Or used LED appliances? 
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Pay per lux in B2C? 

0:46:13.9 - 0:49:18.6 

Q: Pay per lux is mainly for big facilities, did you see any potential for it in private homes? 

“We worked on it with Philips, but again more in a B2B2C model, so not directly to 

consumers because the whole contract that you need to do is quite tedious. You need to 

go into very small contracts, people start paying per month so there is a monthly payment 

cycle, there is a monthly cycle where you need to start sending payment reminders, and 

before you know it doesn’t really make any economical sense anymore. We looked into it 

for the B2B2C, where we worked with building companies, real estate developers, to use 

these kind of solutions in new houses to be built. But that’s not B2C anymore, it’s big scale 

again, because you’re looking at 50 or 100 or 500 houses all at once.”  

 

Q: Did it work in B2B2C? 

“Yea. Absolutely. Ultimately, lighting is difficult … it needs to be low involvement. Lighting 

in an office is relatively low involvement, it’s usually boring ceiling lights … the place needs 

to be lit, that’s it. If you go into a house, lighting is a design element. Of course the light 

bulb you could do but the whole fixture around it is pretty sensitive stuff, people are not 

going to accept just any old fixture in their house. And again that’s another element, which 

is partly legal and partly managerial, if you were to say let’s do it for the light bulbs, how do 

you keep track of them? A washing machine you can fit with a chip so the machine doesn’t 

get lost easily, but how do you manage that with a light bulb. If I rent it and just give it to 

my neighbor, and just say it got stolen or lost and I don’t want to pay for it anymore, that’s 

quite hard to manage. So the bigger the object the easier it is because it becomes less 

easy to move it somewhere else.”  

 

Market segment 

0:49:17.3 - 0:50:38.2 

Q: What market segments do you think are open to results based models? 

“I believe that if Bundles can find the funding and stick with the model they have a good 

chance. You need to fin2d the front runners of course, but ultimately people will become 

more and more interested. And the front runners could be either people who really support 

everything that has to do with the environment but also students. How many students 
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really want to own a refrigerator? Which tend to get pretty dirty with students by the way.. 

but washing machines .. [Students] could be a good way to build some volume, you 

already have 10,000 washing machines in the student population, it gives you something 

to build on.” 

 

Change of mindset 

0:51:33.9 - 0:51:46.4 

“It’s almost a societal movement for people to let go of the idea that they need to own 

everything that they want to use.” 

 

0:51:57.9 - 0:54:03.0 

Talks about power tools has shown promise in P2P because they are low involvement and 

you don’t use it often but this is a deviation from performance based models. 

Kingfisher goes one step further by putting together kits, instead of renting just a drill, they 

customize packages according to the task. 

 

0:54:01.6 - 0:54:46.1 

“If this is going to happen people need to focus on the end result and not the means to get 

there. I have had so many different discussions with also public officials, for instance about 

street lighting, should the city government really care about the brand of the lamp posts 

and stuff like that? Or should they just care about how well lit every street is? And that’s 

quite difficult for them, to let go of everything in between and just focus on the end result. 

The end result might be very intangible.” 

 

Product characteristics 

0:55:05.2 - 0:55:34.6 

“That brings you back to which kinds of consumer products are suitable for this kind of 

stuff, it’s products where people can actually just think about the end result, I need my 

dishes to clean, I need my food to be cold, I need my clothes to be clean, I need to get 

from A to B…” 

 

 



190 
 

Emotional vs. rational thinking 

0:55:29.1 - 0:56:48.3 

Q: Is one of the reasons why B2B is easier because decisions are based more on facts 

rather than emotions? 

“Absolutely. That’s exactly it. And even there, there are different kinds of businesses. I 

work a lot with electric cars and the bigger businesses they don’t care what the brand of 

the car is, they don’t care what it looks like as long as it gets the job done. But smaller 

logistics companies want to have a Mercedes, ‘I don’t care how much it costs and how 

good it is, it needs to have that star on the nose of the car’. Smaller businesses tend to 

resemble consumers more than they resemble serious businesses. I’m talking especially 

about self-employed people and small entrepreneurs.”  

 

What’s the next step? 

0:56:50.1 - 0:58:23.0 

Q: Is it going to be smaller companies pushing a change? 

“Smaller companies but also bigger companies like Ikea are doing some very interesting 

stuff. But mainly it will be from smaller companies building the showcase projects, and 

these showcases need to be really well showcased to generate traction for the next wave. 

But we need to … it sort of continues to spiral in a vicious circle, but you need to break 

through that circle but you need to break through that cycle and say ‘okay I’m just going to 

pick it up here’ and that’s going to loop upwards, instead of looping at a standstill. And it is 

going to be looping, it’s not going to go straight up, it’s always going to go around and 

around and slowly go up. It’ll take time, and we shouldn’t push it. Just like with electric cars, 

of course we can say that 80% of all cars could be replaced by electric cars at this moment 

but we should be realistic and accept that it’s going to take 25-30 years for that to happen.” 
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Interview – Tim McAloone – Appendix 7 

Interviewee: Tim McAloone 

Position: Professor of Product Service Systems at DTU 

Date: 21st of April 2015 

 

Introduction 

0:03:19.6 - 0:05:08.5 

About the PSS in the circular economy   

“It is still something that companies should do, it is still something that sits in the 

competencies and individual people. What happens to those people, not if, when those 

people move on? In Denmark in particular or in Scandinavia in particular is a region of the 

world which has a very high turnover of staff and great fluctuation in workforce which is 

really great for innovation, really great for turnover but actually pretty difficult when you’re 

trying to have new relatively complex issues implemented. So there’s your first barrier I 

would say for why is circular economy and PSS difficult to get in – because of the turnover 

of people and relative size of product development groups.  

 

About the move from products to processes 

So, one of the things we’ve been focusing on the last couple of years is actually a research 

area that has come to me from a former PhD student from Brazil, she’s now postdoc and 

about to become a researcher with us, is looking at not the product, the product 

development…..the physical products themselves but more looking at the process. How 

do we understand how companies get the right process? Are they doing the right things at 

the right time? Are they doing it systematically? Can an unnamed pump manufacturer in 

the middle of Jutland make a low energy pump in 2008 and then do it in 09, 10, 11, 12, 13 

and so on. Or can they just do it once and then not understand how to do it again. So, how 

to become systematic in thinking sustainability into product development”.   

 

PSS as a concept 

0:06:19.9 – 0:08:07.7 

“Then you could say well why aren’t products more environmentally sound? Well, maybe 

they are but the big issue with the paradigm of design-make-sell-forget is that even if your 
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product is the most environmentally successful in the world, the producer company has no 

responsibility in the use-phase. They get it more and more in the end-of-life phase 

because of certain legislation, certainly with electronics, packaging and vehicles. Those 3 

areas in particular. But in the phase where it really, really makes a difference, there’s no 

real responsibility. How to change that? One way is to give the responsibility to the 

producer for the whole life-cycle. How do you do that? Well, you don’t sell products 

anymore, you sell the services and then this product-service-system idea……and this is 

why PSS as a concept was born out of the eco-design, sustainability community which I 

was part of as well. So the whole philosophy is that PSS are environmentally better. Is that 

true? No, not always, not necessarily. If I were to give you a Formula 1 sports car, do you 

think you would win tomorrow? No, you need to do a lot of training, you need to 

understand how to drive the thing, what the vehicle is doing and how to make an 

advantage. So, PSS as a concept is potentially better because what it is giving is the 

responsibility but also the opportunity to take a responsibility and see the different 

improvement potential over a whole life-cycle rather than just the first part”.   

 

The circular economy 

0:08:08.7 - 0:11:00 

“And that’s where it fits nicely with this circular economy mind-set as well.  Because when 

you think circular economy it’s an obvious thought isn’t it. I mean, you’re reusing your 

water bottle for the third time, that’s very well done. And these days I really, when you look 

at a tin of tomatoes or a glass of orange juice and the other alternatives out there and 

they’re on the market. Why do we have to use so many resources to produce that tin for 

the tomatoes? So, we’re doing some work on doing a comparative analysis. What is better 

for the environment – a tin of tomatoes, a tetra-pak of tomatoes or a glass of tomatoes? 

We’ve done the sums and it’s not the tin. Even if the tin’s aluminium, even if the tin can be 

used again, the fact is, even if there’s a waste-collection which there isn’t in this part of the 

world – these things end up in the bottom of the incinerator making problems rather than 

making opportunities. So of course the circular economy idea is a great idea but your 

question is – how the hell do we make it happen? How do you do it in a liberal economy? 

I mean PSS and circular economy would work great in a communist state but we’re 

fortunately not in that time. So, how do you actually make these things reconcile? There 
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should be some good ideas there, there should be some advantages and everybody 

should have an advantage of it. And then you say, well how is that possible to certainly 

have an idea of circular economy and PSS and how can it be better than what was there 

before? Somebody must be doing worse if everybody is earning something from it. Who is 

the loser? Well the loser could be the company because the framework has changed. So, 

you put the price of bond raw materials or price naturally goes up on raw materials, this is 

happening Or, on fuel or on what have you…..you can legislate and those basically are the 

two levers you pull. You can get customers to ask for it but normally they ask for it after the 

first two have happened, with a few exceptions. That’s why you don’t see PSS happening 

very often because those two first levers aren’t in place”.  

 

PSS and utility 

0:10:56.4 - 0:14:52.8 

“Nevertheless, you see things like car-sharing. Zipcar in the US or Car2Go here in 

Denmark. The idea is that you through a PSS, manage to get more utility out of the same 

materials. That’s the basic fundamental idea, that’s the idea of the originators to PSS. The 

concept is that we give the sports car (..inaudible..) to drive in basically. So, you get more 

utility out of the same materials. And then you can ask, is that really working, is it 

happening? Well yeah, if you look at car-sharing in the US; since they started recording it 

in 1998 I think, there’s some car-sharing association. They calculated the number of users 

and number of cars and the ration then when they started measuring it was 13 users per 

car. So we have a factor 13 you can say and then you ask yourself how is it going today? 

They measured again in 2010 and the ratio had risen from 13:1 to 49:1, so a factor 49 

improvement. And then you ask yourself, can that really be true? Is that really better for 

the environment? And then you have to ask, where were these people coming from? Were 

they coming from their own cars or were they cycling? If they were cycling, then it’s not 

very good. If we’re moving from a bike to a car-sharing system, then that’s pretty crap. So, 

you need to be critical to the figures but on the whole this thing is a good idea. So when 

you’re considering this PSS and circularity model you need to think about rebound effects 

as it’s called. So that’s a definite rebound effect. You get this great thing with 

people…certain users in mind and then the other user group uses it instead because 

people have stopped cycling. And then you could ask yourself the same question about 
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bike-sharing systems. How many bike-sharing systems in the world are a financial 

success? A couple maybe. And are they making money on the ride-system alone. No, 

they’re actually making money on giving access to billboards. So, again PSS is also a way 

to ensure circularity but somehow making a “underskudsforretning” into a positive 

feedback combining different business models within the same service-system. So, I’ll give 

you a bike-sharing system in France, Paris if you give me access to this, this, and this 

billboard which I can sell to my customers for millions and millions of Euros. So, that’s 

another way of how to make it into a good thing. Then you can say, well in this way of very 

discrete compartmental thinking of how to make business models work, it’s not very often 

that you would be allowed by your board or managers or by the CEO to have a loss-leader 

and a success together. So, you need to use the business logic very, very carefully in that 

respect”. 

 

About PSS and the environment 

0:34:44.1 – 0:35:43.9 

“The first one is, as I said, taking responsibility for a larger part of the life-cycle. In fact, the 

life-cycle of a product. That’s the traditional stream there that you have a system where the 

user takes over here. The idea is to take the whole area here as a responsibility. So, that’s 

for me the first one. As soon as the people who have the knowledge have responsibility 

there should be some way that you really can start to reduce the effects. The other one is 

because you are close to the customer, you are also here when they start to dispose of the 

product, and you should be able to take this thing back”.  

 

0:37:08.8 – 0:38:54.3 

“So, PSS at least gives us the opportunity to get the material back and to assess it. And 

my philosophy is that anything collected in quantity has a much greater potential value 

than the lot. One of the biggest problems of our transactional society is that you start with 

a big factory with the same stuff and then you distribute it like…. It’s like growing out of a 

lot of small capillaries but then the opposite doesn’t happen, it’s not coming back to the 

heart again. And I think if you can see PSS being the heart in a closed system rather than 

pumping fluid out of a hose pipe….it’s basically what the analogy could look like. Which 

gives it a great opportunity for circularity. Learning about your product is also an 
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environmental opportunity in PSS. You get to know, wow, our product actually wasn’t that 

reliable. When you become your own rental company for your own product, then you 

actually want it to last longer. There’s not many companies in this world that design for the 

dump but certainly design for planned obsolescence. You could name some television 

companies which have been accused of doing the same with certain capacities which after 

3 years and 2 days where the guarantee is 3 years where you reliably fail. Other 

companies have been accused for the same”.  

 

Potential benefits for the consumer in a B2C-context 

0:40:23.5 – 0:42:54.4 

“I think that the message there is that there has to be benefits for the consumer unless it 

won’t be a winner. In a B2C-context in particular, the end-user need to see the direct 

benefits for them. It doesn’t have to be in cost. Well, you can call cost what you want, 

costs can be time. I’m getting something better out of this, flexibility. I can take a ZipCar or 

a Car2Go and I can get anything from a really funky mini when I take my girlfriend out to a 

transit van when I move in with my girlfriend, when I need that flexibility. Even though 

you’re not having the luxury of owning which is the total flexible model. So, what are the 

bigger advantages of not owning? You don’t actually have to maintain this thing, you don’t 

actually have to park it and so on and so forth. So, I think that the advantages there have 

to be very apparent. And any PSS needs to clearly differentiate itself from a product”.  

 Questions if he thinks that this is why PSS is not more present in the B2C-context: 

“I think companies simply one, have a difficulty transitioning. That is the biggest problem 

and secondly, have a difficulty in communicating. And I hate to say it but the Copenhagen 

bike-system if you have followed recently what has been going on. I spoke with one of the 

guys from GoBike, a company who manufacturers these things that builds the system and 

I think that they potentially have a brilliant product which is a PSS. But how many adverts 

have you seen, none. How many communications have you seen, none. Can you use your 

“rejsekort”, no? (…Inaudible…) I mean, there are two cities in the world that don’t have 

established Paris-type bike-sharing systems. Do you know what they are? One is  

Copenhagen, the other one is Amsterdam”.  
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0:43:36.4 - 0:44:12.0 

“So, this whole thing about communication and understanding….getting used to 

understand but also understanding the user. So, this big wave of user-driven innovation, it 

was very prevalent some 10 years ago before the financial crisis but it’s still extremely 

important to understand. What is it the users….what you will call the user activity-cycle”.  

About which products that are more suitable for PSS 

 

0:45:29.2 – 0:45:49.7 

“We’ve been trying to search for these characteristics for some time, it’s difficult to put your 

finger on them. I think you first need to categorize the different types of PSS from the use-

oriented to the product-oriented and all the rest of the levels. And then we have many 

different ways of categorizing these”.  

 

0:46:29.9 – 0:48:24.4 

“I mean, you would never do a PSS on a toothbrush. Because it’s very personal, it has a 

low-value time, it’s disposable, it’s a hygiene product and so forth. So, it’s easy to start with 

what isn’t suitable and then you’re left with what is suitable. I think there’s quite a lot of 

stuff. Is a vacuum cleaner suitable, probably not? Maybe a vacuum cleaning service or you 

can say that you have a straight service which is the cleaner. But could you imagine 

sharing a vacuum cleaner with the neighbour? Well, after a certain age-group you wouldn’t 

do. At a student dorm you may but not in a personal house. But would I share my lawn 

mower? Probably…..So what’s the difference between basically doing the same thing? So, 

what are the characteristics there? There’s something about the relationship with the user 

to the artefact, there’s something about the timing of the usage. I mean, I don’t need to cut 

my grass every day. In the summer I do it once a week. The problem is everyone wants to 

do it Saturday. Then we need to schedule it but if we can just schedule it it’s ok. If we can 

have a price model where you actually pay less on a Tuesday instead of the Saturday. 

You can get around it there so that’s not the issue. That’s the solution, not the problem. 

But would you do it with vacuum cleaning? Probably not, there’s something about hygiene 

again and there’s something about flexibility in my life. I just spilled the sugar on the floor, I 

need a vacuum cleaner. So, there’s something about the temporal characteristics. I think 

that there exists a number of characteristics, I can’t tell you exactly what they are”.  
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Interview – IKEA – Appendix 8 

Interviewee: Per Stoltz 

Position: Sustainability Developer at IKEA Services AB 

Date: 3rd of June 2015 

 

Note: Per Stoltz’s statements are his own personal opinions and not to be understood as 

official statements representing Ikea.  

 

Ikea’s sustainability strategy towards 2020 

0:08:54.3 - 0:12:04.6 

“As you know Ikea has a sustainability strategy […] 2020, where we have identified a 

number of actions mainly in 3 sections. Where the first one is about how we can engage 

with our customers through our products and knowledge on how to reduce the 

environmental impact at home. […]. For example, we work with products that have a 

reduction effect on for instance energy like the decision of only selling LED bulbs from next 

year, our next year which starts the first of September. Our focus is on water, waste, 

energy and health. And there we work with our customer to have an impact outside our 

own classical activities.” 

 

0:10:09.8 “The second part is resource and energy independence where we focus on our 

own activities. So reduction of energy, [using] renewable energy, and so on. There the 

activity is going in the direction to reduce Ikea’s footprint. There is an example, you can 

say that we are now since a couple of days ago energy positive in the Nordic countries. 

With the inauguration of our last wind park in Sweden we actually produce more energy in 

the Nordic countries than we consume as a group company.”   

 

0:11:15.3 “The third part is how we work with people and communities throughout our 

activities so our code of conduct for our suppliers for instance, the […] standard where we 

put demands on our suppliers and we audit them for compliance and we do so for all of 

transport and product suppliers all over the world. And under that section we have also all 

the activities we do with charitable activities both locally around our operations but also 

with global partners like save the children, UNICEF, and UN[H]CR.” 



198 
 

Turning waste into resources 

0:12:10.6 - 0:17:57.1  

 

0:12:18.4 “We have a number of actions and goals around how we behave as a company, 

so traditional waste management, working with waste hierarchy, limiting or avoiding waste 

and going towards circularity with our own waste. But then if you look there are also some 

little more undefined goals, where we say […] solutions for our customers to reuse or 

recycle products at the end of life. And then we talk also […] but with material loops. You 

can say these points, even if we don’t mention circular economy at all in that part, it 

definitely relates to circularity. We are now trying to understand what the circular economy 

would mean for Ikea. I think we all started by saying “recycling is really important” so we 

would enable a good material loop, it could be closed or external loops in order to increase 

the use of recycled material but also to start to look into how we can get our own material 

or customers material into loops that later will become products.” 

 

0:14:19.8 “Looking into the more customer facing part, if you picture the Ellen Macarthur 

model on circularity, you can clearly also see that companies like Ikea or all companies 

have opportunities within other fields than just recycling. So, remanufacturing, 

refurbishment, second hand, maintain & repair, are also opportunities you can work with 

using that model. The project now is trying to understand how circular economy will be for 

Ikea. What are the important things that relate to Ikea of the big general model and where 

do we think we can have a good impact, working with our customers and suppliers and our 

co-workers within circularity. We can already see some examples in the countries where 

we have second hand sales promotion, online in Sweden with Blockit for instance, or take 

back schemes in France and Belgium for second hand sales in the stores, where we are 

testing this kind of activities, understanding the impact we have and understanding how 

efficient or effective different ways of applying circular activities our operations are.” 

 

0:16:13.8 “So where we are in the project is at an analytic phase, the trial and error phase 

in certain markets or countries. But not any overall standard approach at Ikea yet, so you 

can say testing. If you’re familiar with change management, I would say Ikea is in trial in 

some places, and still in awareness stage in others. We’re testing on a small scale, 
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understanding pros and cons, both from a material loop perspective we are trying with 

some internal loops with our own waste and doing products out of it, plastic products, and 

we are also working to actively increase the amount of recycled materials in our products, 

mainly plastics. We are trying more customer facing activities, so repair and second hand 

sales in a number of ascending markets.” 

  

Consumer attitudes  

0:17:57.2 - 0:21:18.3 

 

0:18:08.0 “ I would say that in general it’s a question that comes up quite often when you 

speak with consumers, that the importance of second hand is growing, there is a definite 

trend towards a resource efficient growth model from companies but also from consumers. 

From that perspective we can see some positive feedback around these activities in the 

countries where we do it.” 

 

Q: 0:19:00.9 “Are these trends more specific to certain customer segments?” 

“That’s a really good question, and we actually don’t know but we are conducting research 

in that field. What we can say is that if I just look at Ikea customers versus an average 

person in the market the interest for sustainability questions is higher for Ikea customers. 

So we attract people with a higher level of interest in sustainability than the average. We 

don’t really know why but we can have some educated guesses, but the fact is still valid 

for us.” 

 

Q: 0:20:16.0 “Is this more prominent in the Nordic regions?” 

“Yes and no. I don’t have any data validate that, more than that the question has come up 

quite frequently in the Nordic countries, Denmark being one of the most active but also 

Sweden. We know the topic is very hot in EU right now. The topic comes up also in other 

regions, Asia and North America. I can’t say that one country is more than the other based 

on facts, it’s more a gut feeling.” 

 

Response of IKEA’s activities 

0:21:22.4 - 0:23:53.2  
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Q: 0:21:23.2 “Are there any particular ‘waste into resources’ activities that have shown 

most promise?” 

“I would say both are really important (second hand sales and internal recycling loops). My 

experience is that it might be easier to implement customer facing activities than to do big 

projects of material loops, due to complexity, that partly is linked to infrastructure in the 

countries. For example, we talk about recycling plastics a lot but we need to be sure that 

the recycled material we use in our products complies with all our demands on chemicals 

and do not carry unwanted chemicals into our products. That question is linked to 

technology, recycling technology, infrastructure to have clean flows. To set up a customer 

facing second hand sales or […] function is easier in a sense because we can control it 

more. Then I strongly believe that both are really important, it’s important to prolong the life 

of our products and help our customers to reduce environmental footprint by taking care of 

our products in the correct way and repairing them, but also then the materials are really 

important to get lower impact in our activities.” 

 

The challenges of a business model like this 

0:23:58.1 - 0:30:12.7  

 

0:24:06.1  “I think what it all boils down to is how you create a business model out of it, we 

for instance have a collaboration with Blocket in Sweden but that’s more of an enabler, 

and we give the opportunity to our IKEA family members to place ads on Blocket for free. 

But that model is more of a service we give to family members, like an advantage to be a 

family member, but there is no business model for Ikea, so we don’t earn money. To 

create a business model out of it is the challenge here. To make it sustainable as a 

business it needs to have a business model to make sense for the company and I guess 

most of the companies struggle to find a business model that [works]. Otherwise scalability 

is an issue.” 

 

Q: 0:26:40.6 “Should Ikea’s role be C2C facilitation or C2B2C?” 

“We do both actually. In France and Belgium we actually buy the product and resell it, and 

in the case of Blocket (Sweden) we facilitate the C2C. We are in the phase now to 

understand the pros and cons of each so we don’t have a particular view on what will be 
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the overall model yet, maybe it is a combination of it. A third way we do is to offer the 

possibility in some countries for customers to donate their old furniture to social 

endeavors.” 

 

Q: 0:27:54.5 “How do you incentivize customers to cooperate?” 

“My view is that you most probably need some kind of incentive. Then what that incentive 

is we could debate forever. It could be monetary, some people give money back, for 

example, a voucher. There might be other incentives that are strong or even stronger but 

we are exploring this right now in a study trying to understand, is it always money that is 

the biggest motivator or is it something else? Money is important but there might be other 

incentives that become even bigger, I don’t know how it is in Denmark, but here in Sweden 

when you go with your empty bottles you can choose whether you would like a voucher for 

the empty bottles but if you want to donate it. What is clear is that some kind of incentive is 

needed.” 

 

Q: 0:29:42.8 “Do people act on altruism?” 

“It could be that for some sectors of people the feel good factor is really important but that 

group is not the biggest group.” 

 

Business model and Economic sustainability 

0:30:16.2 - 0:37:46.9  

 

Q: 0:30:55.7 “How much extra value can you extract from furniture through reselling?” 

“That’s a very difficult to say, it depends on the state of it. To be interesting to a consumer 

it at least needs to be 50% cheaper than a new product, and then depending on the state 

of the product you can even lower. So it can’t be high margin sales.” 

 

Leasing models 

0:33:01.2  

“Leasing has been discussed a lot around circularity as a solution, but there are some 

challenges. Leasing could potentially be a worse way of handling resource efficiency if you 

don’t have a correct service scheme around it. Let’s say that you lease your product and 



202 
 

that’s a financial solution, worst case scenario is that when the leasing period is over the 

goods that you have leased, if you don’t have any systems for remanufacturing, 

refurbishment, or service, those products will end up in [skip?]. So the leasing model in 

itself is not a sustainable circular model, unless it is covered by a system of services, 

maintenance, and remanufacturing and then also at the end a very strong recycling 

opportunity. That’s when the design of the product becomes really important because you 

need to use circular material that is born to be recycled or reused. So leasing as a model, 

for me, is just a financing model. It’s the rest that needs to come around it that makes it 

sustainable or not. You need to have the products designed for it from the beginning. What 

I saw also in some studies that the Ellen Macarthur foundation did on consumers is that 

still consumers are in general more favorable towards take back schemes than leasing 

models, I think also due to the fact that most people or consumers sees leasing just as a 

more expensive way comparing to buying. Automatically you think long run this is going to 

be [good] business for the company not for me. If you talk about leasing as a financing 

model, the traditional one, then at the end of the day most of them have the advantage of 

flexibility and risk management maybe but if you just look at the cost for it, I think the major 

public will see leasing as a more expensive model, rightly or wrongly, it’s just a perception 

we’re talking about here. Having said that I can see that leasing models for cars for 

instance is now going from B2B to also B2C, so the amount of leased cars is increasing, 

so obviously there is something that is happening, these kind of changes might in the long 

run also influence perceptions of the general public.” 

 

White goods & Ikea Kitchen 

0:37:46.9  

“The topic has come up, also because of the value of a kitchen. Most probably it wouldn’t 

make sense to lease out a low value material like a potato peeler. What we are doing 

some trials on, but this is more market driven, with small businesses/offices/shops that 

requires a leasing model more, but I wouldn’t say it’s driven by circularity but more by a 

market necessity. But yes kitchen has come up in discussion but we have no decision 

around that if we should test it or even consider it. But from a logical perspective a kitchen 

with the value of it could be an interesting thought, but it’s too early to say. 
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The journey of Ikea goods after they’re sold 

0:37:46.9  

“I wouldn’t say that we have a total picture of it that is clear in every market but we have 

done some small studies on market level, what’s happening with furniture in general, I 

wouldn’t say IKEA furniture. And how much is resold and how much could potentially be 

resold, but I can’t share that information. But there is definitely a bigger potential for 

second hand sales in furniture than the market is today, that we can see.” 

 

Potential for modifying design of furniture for circularity 

0:40:36.2  

“To become truly circular you need to really look into your design process to build that in 

from the beginning. I think our design process today pretty much focuses on what kind of 

material we use, it’s renewable, recyclable, and you should be able to disassemble the 

product in logical the product in logical parts so you can recycle it, that is the base today. 

What I see in the future if we go with second hand sales or refurbishment and so on, then 

you have to design the products in a different way. Ikea has an advantage to other 

companies in the furniture field that our products are effectively sold as components that 

customers screw together, so this means almost that all our products are made like spare 

parts that you put together.” 

 

Recycling materials and scarce resources 

0:42:23.2 - 0:47:22.2  

 

Q: 0:42:23.2 “What materials are more fit for recycling?” 

“Traditionally I would say, if you look at the market hierarchies today, we talk about 

recycling not circular materials which is another thing. If you look at recycling today the 

classic example is all the metals that have quite high value and easy to, and the 

infrastructure is there, also cardboard is there, glass I would say, paper in general, they 

have value at least for materials we use. Some plastics, post-industrial plastic has a 

market, some plastic is almost designed for circularity, I’m talking about PET, but majority 

of plastics that end up at the post-consumer waste is still not recycled, it’s burned or 

landfilled, so there you have opportunities. Textiles, also is a material with opportunities, 
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collection today is mostly done for re-sell, but recycled fiber to fiber is quite an untapped 

potential. Wood, which is obviously dear to Ikea, it’s possible to recycle solid massive 

wood into new chipboard. I think still the majority of wood out in society, post-consumer, 

best case scenario is burning, worst case scenario is land fill today. The challenge here is 

that its relatively cheap material which is also bulky and difficult to transport.” 

 

Resource scarcity 

0:44:45.7  

“The classic picture, the graph of raw material index from 1900s to now, from 1900 to 2000 

you can see a steady decrease of raw material prices because of the linear economy 

becoming more and more efficient. Turning the millennium the prices went up again to 

1900s levels, so that everything we earned in 100 years we got rid of in 10 years. Now oil 

has gone down so that has had an impact on prices, so material prices are lower than the 

top, so if you look at it in a short perspective, and forget about history, prices of materials 

are still rather cheap. But if you look at historic data and look forward 20 – 30 years with 

3billion new middle class people coming to the consumption society, obviously there is a 

strategic reason to look into circularity. It is a long-term perspective. […] It’s nothing that 

you fix overnight, you need to work with these questions right now maybe to have a full 

effect in 5-10 years.” 

 

IKEA’s objectives 

0:47:25.9  

“Circularity. I would say that we are not in the situation to have clear and super 

measurable objectives yet. We are still in a conceptual phase where we have the 

directions that we spoke about before. Clear, simple solutions for our customers and to 

start to work with material loops. So that is the direction and that’s pretty clear. But we 

have not established yet any KPIs for circularity, even if it will be vital to do so in the future.” 

 

Politics and role of policy 

0:48:20.6  

“If circularity is going to happen, it is not only the companies that can drive that, the whole 

society needs to go in a more circular way and obviously the companies have a big role, 
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first of all being big players in the linear economy where we have been, so we needs to go 

to a more circular economy. But also then people need to go in that direction and 

obviously policy and legislations that helps in this transition, and here we talk about real 

help so it’s not policies that limit but policies that encourage, is of course important. We all 

know that the commission now is thinking in a year level, what could that look like in the 

countries. We are advocating for clear rules and responsibilities, we are advocating for not 

losing the chemical side of recycling, so we don’t want to go to circular economy where the 

materials are actually potentially toxic, so to be clear with that we have the same chemical 

requirements on recycled materials as we have on virgin. We want also to have rules and 

policies that actually helps us to unleash innovation, and we don’t want rules and 

legislations that actually hinders innovation, so making it more static.” 

 

Waste management licenses? 

0:51:18.8  

“Definitely. If we want to do material loops, the material that is looping should not be 

considered as waste. Waste is only waste when it’s going to be disposed of. Licenses as 

you say, as waste management company that just transports recycling material from one 

place to the other it seems for us like a hindrance to circularity.” 

 

Organizational competencies 

0:52:21.0  

“I think definitely circularity needs new competencies. To a certain extent obviously you 

could do that internally, it makes sense. Or to do that through partners that can help you, 

how to mix is there depends on a lot of factors. It’s difficult to generalize, but I think the 

knowledge and knowledge sharing will be really important for circularity in general. Also, 

the importance of bringing up awareness of the topic in general, I mean here we talk 

almost like a cultural change, that you start to think in a circular way, It’s easy to talk about 

the circular economy and the overall model is maybe 10 minutes and most people grasp it. 

But what does this really mean in my operations and my decision points and my unit. 

That’s a competence and knowledge [journey?] that almost the entire company, and not 

only but also other companies need to do.” 
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Circular models are disruptive? 

0:54:30.9  

“Yes absolutely, if you choose to see it. They actually could be a threat to your own 

operations today, or an opportunity. We’re talking big change here, not only in companies, 

but as I said before in civil society, in legislation, legislative bodies, it’s big it’s really big.” 

 

  



207 
 

Interview – Birgit M. Kampmann – Appendix 9 

Interviewee: Birgit Munck Kampmann 

Position: Director at Copenhagen Resource Institute 

Date: 26th of May 2015 

 

Starts by introducing us to Copenhagen Resource Institute and their work: 

 Formerly a government supported knowledge centre 

 Now an independent consultancy within the field of waste, resource efficiency 

and the circular economy 

 Works closely with the EU commission 

 Have expertise within policies and targets 

 

Discussion on Bundles and leasing 

00:18:23 

“I think what is really interesting and what you could dig into is exactly how is the 

economics of this business model. Because if it is obvious to do it and there is a business 

case for Miele for instance or at least Bundles then it is as I understand you, it is how to 

persuade the buyers or the end-users really to accept that you lease it rather than own it. 

Because especially in Denmark, Peter from “Leasy”, everyone knows about him but 

leasing in my segments, it is the losers who lease because they cannot afford to buy. It 

has a negative ring to it in Denmark. But on the other hand you can see that car-leasing all 

of a sudden”.  

 

00:20:38 

“What I learned is that, the example that we always use because actually we do not have 

many examples where we argue that this is the new black. For instance, everyone uses 

the example of the Xerox machine. But that was not established as a PSS, it was 

established because people could not afford to buy it so Xerox was forced to lease it out 

and then they eventually found out that it was quite profitable and then they continued with 

it. So, what we say today is what we consider high-end products would normally be leased 

out and that fits with posh cars”.  
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About consumers and ownership 

00:31:26 

“In general, what is difficult when you want to change people’s attitudes is that we are very 

conservative basically. You do not want to differ from others, you want to be one of the 

crowd. And that is a main barrier because it is very difficult to be different. I can see that 

also from my own experience, when I do things differently, I am being teased about it”.  

 

00:32:53 

“The other thing that we have noticed is that it is very different to have people change their 

habits. And that is the brilliant way that our brain is, we do not need to think every morning, 

do I need to brush my teeth before taking a bath? You have certain habits, that you do 

things in a special way. That is the reason why if you want to change people’s 

transportation habits, you can do it when there is an opportunity, when you move into a 

new city. That is the time when you can make people change their habits of transportation. 

This is very general but I think it is common knowledge. I think in general what would also 

make…..I think that if there is a good bargain, then you can easily persuade people to 

change their habits. I think again there is a gender issue, that men are discussing prices 

and good bargains much more than women. Women do it out of the feel-good spirit so 

there is different attitudes. If you want to sell a product, the issue with the washing 

machine is that you need to talk to the man in the house, the money, and the woman. You 

need to do both”.  

 

About market segments that are more open to PSS 

00:35:47 

“I think young people in general. I think that they could be frontrunners. Because if you 

look at it also from a financial perspective, when you are in your family’s house either to 

study or to build your own family you cannot afford it. So, you would be more open for 

lease than to buy.” 
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About awareness 

00:41:56 

“If you see all the money that we invest in making campaigns, videos, YouTube and 

everything, the awareness raising is not a problem, it is making people act on the 

knowledge they gain. That is the difficult part and I can see it from myself. I know that I 

need to do something with the heating in my house but if there was a man knocking on my 

door saying I want to help you with this saying, “hello Birgit I want to help you on this”. He 

could do it five minutes so the money is much better spent on this rather than on a 

campaign”.  

 

About consumers and convenience 

00:43:38 

“It needs to be convenient, it needs to be easy. I think we know it because I have worked a 

lot in the ministry where I had a friend who was working on detergent and they developed 

this compact detergent. We did not reduce the amount of detergent that is used in 

Denmark as much as we should because people did not believe that they could clean the 

clothes with less detergent. The more the better.” 

 

Public vs. private transportation 

00:45:09 

“You cannot persuade them because people will insist on driving that car because they like 

it. It is difficult to go against that. For many people, their own time, they have kids in the 

kindergarten, they need to go to work and they listen to the radio”.  

 We talk about the waste system in Denmark, waste recovery and how to incentivize 

it for consumers etc.  

 

Products or industries suitable for PSS 

01:01:45 

“I think to go back to the economic rationale, with washing machines, dishwashers, cars, 

long-lasting goods, I think is the obvious choice. The producers I think should look into that 

and make a business model out of it. Because that is exactly the high-end product, it 

would be easier to persuade people to lease that rather than to buy it. And that would also 



210 
 

prevent…. (inaudible)…because you make the products last a longer time. But I think you 

need to combine it, going back to this word sustainability, because there is a trade-off due 

to the technological development. If all of a sudden a new less energy-consuming washing 

machine is being introduced, you could easily capture the energy savings by shifting all the 

washing machines on the market. Now we are into some technical stuff, that you could 

easily do that and maybe use certain components of the old washing machine. Because 

there is a trade-off when we talk about giving products a longer life in order to avoid waste. 

Many of the environmental issues relate to the use of the products instead of the 

production of products. That goes at least for white goods. If you have new technology 

developments increasing the performance, than all of a sudden it sort of flattens out. If that 

relates to for instance energy use than if a product is being developed to this point, it 

would be ok to have a long time in the market. But if it is a new product where there is still 

room for improvement where you can still change the performance of the product, than it 

would be better to change more often”.  

 

About PSS and B2B vs. B2C 

01:12:02 

“In the B2B, there is a trend there that you build a life-long commitment or trust. You have 

a relationship with the supplier. There was a time where everything was outsourced but I 

think there is a trend towards having a more well established business life. I think that a 

producer of consumer goods would exactly like the same, you know to be faithful to the 

brand they offer to you. I think for instance that Miele is a very good example because if 

you think that it is ok to buy Miele even though it is more costly because it lasts a longer 

time”.  

 

01:13:13 

“I think that is exactly what a supplier would like to achieve and I think if you can achieve 

this lifelong commitment that next time around even though it is only two or three times in 

a lifetime that you buy a product. But if you can sort of establish a relationship in between, 

that would be beneficial to them if they provide these sort of services around it”.  
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