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A B S T R A C T   

Outcome business models (OBMs) guarantee and deliver economic and operational results for customers. The 
risk transfer from customer to provider enables the emergence of new value drivers, such as mutual learning. 
However, if the outcome-based service (OBS) customer learns the operational capabilities, based on which they 
are willing to rely on the OBS provider to achieve outcomes, how then does an OBS provider justify its role as a 
legitimate partner in the future? To answer this question, we conducted an in-depth single-case study and 
performed a critical discourse analysis with an OBS provider delivering outcomes. We identify causes for le
gitimacy struggles (lack of intentional and competence trust) in an OBM and subsequent discursive legitimation 
strategies used to defend legitimacy: 1) trustification, 2) rationalization, 3) authorization, and 4) normalization. 
For managers, we elaborate certain OBM problematics causing legitimacy struggles and offer discursive re
sources that can be mobilized to recreate legitimacy.   

1. Introduction 

To avoid the commoditization trap, technology companies have 
turned to servitization and outcome business models (OBMs) as a path 
to competitive advantage (Baines & Lightfoot, 2014; Story, Raddats, 
Burton, Zolkiewski, & Baines, 2017; Visnjic, Wiengarten, & Neely, 
2016). Through outcome-based contracting, the customers pay for the 
outcomes achieved (Ng, Maul & Yip, 2009). Probably the most re
nowned examples are Rolls-Royce's ‘Power by the Hour’ and ‘Total 
Care’ offerings, where operating hours of jet engines are being sold 
instead of the actual products (Ng, Parry, Smith, Maull, & Briscoe, 
2012). To deliver the outcomes agreed to in the contracts, the service 
providers change their business model to closely resemble and align 
with their customer's business model (Visnjic, Neely, & Jovanovic, 
2018). The given OBM change has been presented as a process con
sisting of three phases: define, design and deliver (Sjödin, Parida, 
Jovanovic, & Visnjic, 2020). An essential feature of OBMs is that the 
service provider takes greater accountability of the operational and 
business risks of the customer (Hou & Neely, 2018). The greater ac
countability not only exposes the provider to increased risks but also 
allows them to create value in new ways (Visnjic, Jovanovic, Neely, & 
Engwall, 2017). For instance, the outcome provider may pursue mar
ginal gains through internal optimization (Böhm, Backhaus, Eggert, & 

Cummins, 2016) and often is incentivized to do so (Nowicki, Kumar, 
Steudel, & Verma, 2008). 

OBM research stems from servitization (Batista, Davis-Poynter, Ng, 
& Maull, 2017) and product-service systems (PSSs) literature (Grubic & 
Jennions, 2018; Van Ostaeyen, Van Horenbeek, Pintelon, & Duflou, 
2013). Some even argue that OBS is servitization in its most advanced 
form (Ng, Ding, & Yip, 2013; Visnjic et al., 2017). Given the essential 
features of transferring risks, sharing accountability and offering in
centives, scholars have investigated moral hazard in OBMs from the 
perspective of principal-agent problems, for instance (Howard, Wu, 
Caldwell, Jia, & König, 2016; Kim, Cohen, & Netessine, 2007). Studies 
have found that opening operations in the given manner do not come 
without barriers and dependency considerations (Sjödin, Parida, & 
Lindström, 2017) and may cause opportunism to emerge from both 
customer and provider sides (Sjödin et al., 2020), which is in alignment 
with classical transaction cost economics (Williamson, 1975, 1981). 
The given considerations are clearly present in extant OBM literature 
concerning, for instance, contract designs and bonus/penalty payment 
schemes (see, e.g., Huang, Liu, Parker, Tan, & Xu, 2019; Patra, Kumar, 
Nowicki, & Randall, 2019; Qin, Shao, & Jiang, 2020; Selviaridis & Van 
der Valk, 2019). Thus, there is considerable knowledge about the 
formal control in OBMs. 

However, little emphasis has been placed on social science's 
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