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Abstract 
Drawing on several theoretical perspectives on the determinants of organisational performance, 
the study seeks to identify company characteristics that can significantly predict servitization 
outcomes. Empirical data from 81 unsuccessful servitized manfacturers and 227 successful 
competitors are contrasted to develop insights on how companies can achieve the best fit with 
services. 
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Introduction 
 
This is a study on the impact of firm characteristics on the financial performance of servitization 
strategies, a domain relatively unexplored by organisation research. While a substantial literature 
on the strategic transition of manufacturing companies into services now exists, the predominant 
emphasis has been on internal processes and organisational design. These investigations have 
been instructive but theoretically limiting, since they have generally not considered that the 
implementation of service-related capabilities and structures is also contingent on the intrinsic 
characteristics of the individual firm. 

Several authors have identified the need for research investigating contextual factors that 
are intertwined with service provision. These involve firm characteristics as well as 
environmental factors. Prior studies acknowledge that firm characteristics may mediate the 
impact of a service strategy on financial performance (e.g. Gebauer et al., 2012; Eggert et al., 
2014). However, such characteristics have been not clearly identified not explicitly investigated. 
In addition, available studies are largely qualitative – reflecting the dominant approach in 
servitization research (e.g. Gebauer et al., 2012; Kohtamäki et al., 2013). 

Against this background, we propose an empirical study that quantitatively examines the 
role of firm characteristics as predictors of firm’s financial performance in the context of service 
strategies. The study takes such an approach. Available literature guided the selection of four 
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firm characteristics that are potentially relevant to service provision. A comparative analysis of 
81 low performing (bankrupt) servitized manufacturers and 227 successful competitors is used to 
test the role of these four characteristics in predicting service failure. 
 
Firm characteristics and service performance 
 
This research will study four principal firm characteristics: (1) corporate strategy; (2) financial 
resources; (3) skills and experience; (4) competitive position. Selection of these elements was 
based on two factors. First, the present study focuses on externally visible firm characteristics 
rather than internal processes. Second, these characteristics, as will be seen, emerge from the 
literature as critical for service success. 

Corporate strategy is the direction an organisation takes with the objective of achieving 
long-term business success. One of the primary issues in defining a corporate level strategy is 
choosing the industries in which the firm will compete (Hill and Jones, 1992). Thus, the first 
aspect of corporate strategy studied here is the degree of portfolio diversification. Portfolio 
diversification is commonly thought as a way for an organisation to protect itself from negative 
changes in its historical industry (e.g. Kotter, 1979). From the perspective of resource-based 
theory, the diversified firm is also an efficient form of achieving economies of scope (Wan et al., 
2011). A diversified firm has greater opportunities to organise its services by exploiting 
knowledge and resource spillovers from the product business. In principle, it should also be 
facilitated in creating synergies between manufacturing and services (e.g. sharing marketing and 
distribution channels). Hence, we propose:  
H1a. Unsuccessful servitized firms have less diversified portfolios than successful ones. 

Servitization strategies are themselves a form of diversification. Many authors emphasise 
that service offerings are extremely effective in creating competitive differentiation. However, 
this may not be true at any level of service offering. As Kohtamäki et al. (2013) point out (pp. 
1377), a strong service portfolio may be required to encourage a positive perception of the value 
of the service offering among customers. Integrated product-service bundles that 
comprehensively address complex customer needs are generally perceived as more valuable than 
individual add-on services (e.g. Davies, 2004). If this is the case, narrow service offerings may 
be insufficient to support the proposition of attractive solutions. Thus we propose: 
H1b. Unsuccessful servitized firms have less diversified service offerings than successful ones. 

Several studies have contended that the adoption of a servitization strategy brings about 
additional risks for the company. One of the reasons why this may happen is that the 
development of the service business involves sacrificing resource inputs to the core 
manufacturing competences (Nordin et al., 2011). Slack resources reflect a cushion of actual or 
potential financial resources that than be used for innovation and operational improvement. They 
play a key role in enabling new investments without constraining existing projects. On the 
contrary, lack of resource slack may originate a negative mechanism that leads the company to 
servitize by eroding resources for other important uses. Thus, we propose: 
H2. Unsuccessful servitized firms have less resource slack than successful ones. 

Since services are inherently intangible, customers often struggle both to understand and 
to compare service offerings from different providers. Customers are more likely to source 
services from a trusted provider, which implies that the competitive position of the provider is of 
critical importance. A firm’s competitive position will be defined here in terms of its market 
share. Firms with greater market share will have greater visibility and hence they may be better 
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able to attract new customers. Firms with small market share will not be able to enjoy such 
benefits, and hence we propose: 
H3. Unsuccessful servitized firms have smaller market share than successful ones. 
The adoption of a service strategy is described as a major change for most manufacturing 
organisations. This involves the introduction of a service culture that needs to co-exist with the 
dominant manufacturing culture, as well as to integrate new business units and restructure 
existing ones (Gebauer et al., 2012). We argue that a company that has a history of being 
extremely inertial in changing its domain of activities will be less capable of organising for the 
service expansion. Hence, we propose: 
H3. Unsuccessful servitized firms have less degree of domain initiative than successful ones. 

Finally, considering that size is a major factor affecting organisational performance, we 
also included in our study the assessment of firm size. 
 
Sample selection 
 
We first gathered a sample of failed servitized firms from the ‘Public and major company 
database’ of bankruptcydata.com. This database includes bankruptcy filings by all firms with at 
least one public security and $50 millions in assets since 1986. We identified over 2800 firms 
that filed for Chapter 7 or 11 or otherwise declared bankruptcy until December 31, 2013. To 
determine if they were servitized, we content analysed the descriptive information provided in 
the firms’ annual reports. 

Content analysis on corporate reports has been successfully used in previous business 
research (e.g. D’Aveni and MacMillan, 1990; Montabon et al, 1997). Annual reports offer 
particularly good indication of the major businesses that a firm engages in, and they fairly reflect 
the focus of organisational strategy because they outline what upper management believes is 
important to stakeholders. Service proactive firms will typically make the information regarding 
service activities available in their annual reports. In turn, if services are explicitly mentioned in 
annual documents, they are likely to be relevant to corporate strategy. In addition, to date we are 
unaware of any sources of standardised information on business activities that would fit the 
needs of our study. Standardised information regarding firm lines of business is available in form 
of firms’ NAICS or SIC codes. Business segments’ SIC codes have been used by Fang et al. 
(2008) to recognise the adoption of service strategies. Yet, Fang et al. (2008) also note (pp.6) that 
firms often do not report services in a separate segment, which makes the SIC based approach 
too restrictive for this study given the much smaller initial sample (2800 bankrupted companies 
vs. all companies in the Compustat database). Use of content analysis is a logical choice for 
converting descriptions in annual reports into the information needed for our study. Content 
analysis is a firmly established methodology to examine written text (Berelson, 1952; 
Krippendorff, 1980). It can be argued that this technique enables researchers to filter textual 
material in a systematic and replicable fashion. 

Both literature and practice indicate that manufacturing companies may offer a broad 
range of services. For the purpose of this study, a set of 13 types of manufacturers’ services was 
developed. This was based on the academic literature, as well as on interactions with industry 
managers and previous research projects in which we participated. This set of service types was 
compiled with the intent of capturing the different services that manufacturing companies have 
so far integrated into their offerings. The list was checked against the annual reports of a sample 
of 30 leading servitized manufacturers from different industries in order to ensure that the service 
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types were consistent with the level of detail at which corporate activities are described in annual 
documents. Table 1 displays the 13 service types and provides examples of services in each 
category. To be included in the study sample, the bankruptcies had to report the offering of one 
or more of these 13 service types in their annual documents. Clearly, they also must be identified 
as manufacturing companies. 

A preliminary screening was conducted by examining the company synopsis reports 
compiled the bankruptcydata.com service, as these include an industry classification and often a 
brief business description from the pre-filing annual document. We dropped the firms that, on the 
basis of the synopsis information, could be identified as service (non-manufacturing) companies. 
For all other companies, we content analysed the annual report (10K, 20F or 10K405 form) filed 
three years prior to the bankruptcy (i.e. in year t-3) in order to establish whether they met the 
selection criteria for the sample. Here, the three years time lag was introduced to mitigate the 
effect of the potential endogeneity of the diversification decision (Singhal and Zu, 2013). 
Distressed companies may choose to expand into services in the attempt of escaping from 
bankruptcy failure or, on the contrary, they may decide to shut down their service business so 
that to concentrate on the traditional manufacturing core. Accordingly, we have deemed more 
accurate to consider firm activities before rather than at the time of the bankruptcy filing. The 
exclusions of the firms that didn’t meet the sampling criteria, as well as of the firms whose 
annual document was not available from ‘Capital IQ’ or ‘Edgar’ databases resulted in a sample 
of 164 bankruptcies of servitized manufacturers. 

The next step of the research design was to find a set of matched survivors for each 
bankrupt firm. Potential matches were obtained by scanning the competitors that the firm 
mentioned in annual reports (e.g. Item 1 of 10K forms) and the list of competitors suggested by 
Capital IQ. Matched survivors had to meet two criteria: (i) compete with the bankrupt on the 
product business; (ii) be servitized. The first requirement was defined as having a product mix 
that overlapped with the one of the bankrupt. Consistent with the bankrupts, the offering of one 
or more of the 13 types of services in Table 1 was assumed as a proxy for servitization. The 
information was drawn from the year t-3 annual reports, and so again a potential matching firm 
was excluded if the year t-3 annual report could not be accessed. In addition, matching 
competitors must not have filed for bankruptcy either before or after year t-3 as we sought to 
ensure that survivors were not in danger of failure. Lastly, we limited the survivor sample to a 
maximum of five matched competitors for each bankrupt so that none of the bankrupt firms was 
overrepresented. This yielded a set of 227 matched survivors, covering a final sample of 81 
bankruptcies. The objective of this sampling approach was to reduce the effect of differences in 
firms’ industries and scope of activities that might generate from traditional random sampling. 
Matched pair design is suggested by previous failure research (e.g. Aziz et al., 1988; D’Aveni 
and MacMillian, 1990) as a practical and effective way to control for such differences. We 
further implemented this type of approach by matching each bankruptcy with its best performing 
competitor. To execute the matching process, we relied on ROA and ROE indicators at year t-3. 
Finally, a matched pair design was also implemented by matching the bankruptcies with their 
close competitors. Competitors were deemed to be close if they had exactly the same 
product/service mix as their bankrupt peer. Such close competitors existed for 28 bankrupted 
companies. Given the small size of this latter sample, when more than one close competitor was 
found, the best performing (again in terms of ROA and ROE) was selected, so that to enable the 
matched pair approach. 
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Table 1 – Types of manufacturers’ services 
Type of services Examples 

1. Trading and Distribution 
Services 

Trading, import, brokerage, sale of used assets, distribution, retailing, on-line selling, store 
operation 

2. Logistic Services Logistics, transportation, trucking, delivery, warehousing, storage, inventory management, 
inventory planning, inventory control, packaging, shipping, order fulfilment, material 
handling 

3. Procurement and 
Purchasing Services 

Procurement, purchasing, vendor management services, sourcing services 

4. Maintenance and support 
Services 

Maintenance, repair, overhaul, rehabilitation, spare parts, accessories, product related 
education/training, helpdesk, call centre, technical support, standard warranty 

5. Certification and testing 
services 

Certification, testing, inspection, auditing, quality assurance, commissioning 

6. Design and development 
services 

Design, development, engineering, research services 

7. Consultancy Services Consultancy, business advisory services, process optimization, professional 
education/training, market analysis, forecasting 

8. General outsourcing 
Services 

Project management, operating services, real estate management 

(operation/control/oversight), staffing services, fleet management, IT outsourcing, 
finance/HR/accounting/payroll services, monitoring, data processing 

9. Financial Services Financing, lending, leasing, rental, insurance, extended warranty 
10. Renewal and upgrade 

services 
Product modification, conversion, enhancement, improvement, upgrade, renewal, 
refurbishing, reconditioning, retrofitting 

11. End-of-life services Remanufacturing, recycling, collection, decommissioning, de-installation, dismantling, 
disposal 

12. Installation and 
implementation services 

Installation, implementation, configuration, integration1 

13. System integration System integration, integrated solutions 

 
Measures 
 
Portfolio diversification. Corporate strategy research conceptualises portfolio diversification in 
terms of two aspects: the number/relative size of the businesses in the firm’s portfolio and the 
degree of relatedness among the various businesses. The first aspect was operationalized as ‘pure 
diversification’ (Robins and Wiersema, 2003), namely the number of unique four-digit SIC code 
industries in which the firm operated at year t-3. In addition, we calculated the Jacquemin and 
Berry (1979) Total Entropy measure so to examine the distribution of firm sales across the four-
digit SIC code industries. Greater values of entropy indicate a greater fragmentation of firm sales 
among various industries. Consistent with this choice, we used the unrelated component of the 
Entropy index (Martin and Sayrak, 2003) to assess the aspect of relatedness. This is a widely 
used measure of the extent to which firms diversify into unrelated industries. Here, we identified 
industries by the two-digit SIC system, whereby firm sales were again employed to assess the 
importance of each industry. The data for portfolio diversification were obtained from the 
Compustat Historical Segments database, which provides SIC codes and sale revenues for 
different business segments. 

Service diversification. As with the portfolio, service diversification was measured along 
two dimensions accounting for breadth and relatedness. Service breadth was measured by 
counting the number of different services offered at year t-3. More specifically, we assessed 
whether the firm offered each of the 13 types of services in Table 1. The information was 
gathered by re-coding the business descriptions in year t-3 annual reports (the first coding had 
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used a dichotomous variable, whereby firms where judged to either offer one or more services or 
not to offer at all). The data from this coding were also used to assess service relatedness. We 
categorised each of the 13 service types as related or unrelated to product competences and 
resources, so that our construct of service relatedness is consistent with the one adopted by Fang 
et al. (2008). It documents the extent to which the service business links to the firm’s 
manufacturing core. Related services included maintenance and support, certification and testing, 
design and development, consultancy, renewal and upgrade, installation and implementation, 
system integration. Trading and distribution, logistics, procurement and purchasing, general 
outsourcing, financial, end of life services were instead labelled as unrelated. Because most 
product firms do not separately report for services in their public accounts, there is no way to 
obtain reliable data on either service sales, assets, or operating income from secondary sources 
(Suarez et al., 2013). For this reasons, we were unable to look at the relative importance of 
different services. However, we still believe the approach is indicative of firms’ service 
strategies and, unfortunately, there was no practical, reliable alternative. 

Resource Slack. We used three financial ratios – (i) Retained Earnings to Sales, (ii) 
Working Capital to Sales and (iii) Equity to Debt – to assess resource slack. Retained earnings 
reflect accounting earnings that are retained by the company to be invested into areas where they 
can create growth opportunities (Bourgeois, 1981). Working capital or ‘net working capital’ 
(current assets minus current liabilities) reflects the amount of liquid resources that the firm has 
on hand. Thus, ample working capitals allow managers to take advantage of unexpected business 
opportunities. Since both retained earnings and working capital can vary greatly with firm size, 
the measures were standardised dividing by the value of firm sale revenues (Hambrick and 
D’Aveni, 1988; Sheppard, 1994; Fang et al., 2008). The ratio equity/debt captures the borrowing 
capacity of the firm (Bourgeois, 1981). Unlike retained earnings and working capital, which 
convey immediate slack, the debt to equity ratio refers to potential resource availability (Lee, 
2012). Conceptual arguments, as well as previous uses in research on corporate performance, 
suggest that slack measures need to be lagged (as it takes time to resources to lead to results) and 
calculated as multiple year averages (to absorb fluctuations) (e.g. Greenley and Oktemgil, 1998; 
Chen and Kesner, 1997). Accordingly, all slack measures were calculated as averages of the five 
years between t-7 and t-3. We gathered the data for these measures from Compustat and Capital 
IQ. 

Domain initiative. Two measures of domain initiatives were constructed. The first one, 
labelled SIC code changes, was the sum of the four-digit SIC codes added and dropped by the 
firm between years t-10 and t-3. This variable was constructed so as to reflect also the ‘negative’ 
initiatives of firms that withdrew from certain industries. The central question was whether 
unsuccessful firms had insufficient ability to deal with change and thus limiting the assessment 
to the SIC additions alone would have given an incomplete portrayal of the firm’s experience. 
Again, changes during years t-2 and t-1 were thought to be too obvious a part of the bankruptcy 
failure to be meaningfully included. The second measure of domain initiative was analogous to 
the one used by Prabhu et al. (2005) and calculated as the number of mergers and acquisitions in 
each year from t-10 to t-3. The SIC data were drawn from Compustat Historical Segments. The 
information regarding mergers and acquisitions was obtained from Mergent Online and cross-
checked with Capital IQ. 

Market share. Our measurement of market share reflects the firm’s market share in its 
primary industry. This type of approach has been previously employed to study service strategies 
by Fang et al. (2008). We calculated both the absolute and relative value of market share. For 
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absolute market share, we divided the firm overall sale revenues by the sale revenues of all firms 
in the same four-digit SIC code industry (as represented by a percentage). Relative market share 
was the firm’s market share in its four-digit SIC code industry over the sum of the market shares 
of the largest three firms in the industry, i.e. the three firms concentration ratio (again calculated 
as a percentage). Sheppard (1994) points out that, because market share is also a measure of firm 
performance, there might be an obvious link with bankruptcy. For this reason, we captured 
market share two years before the other independent variables (i.e. at year t-5 rather than t-3). 

Firm size. We captured firm size as the natural logarithm of the number of employees at 
year t-3. Consistent with previous research (e.g. Fang et al., 2008; Eggert et al., 2014), we 
employed a natural logarithm of this measure to correct for non-normality of the empirical 
distribution. Data were collected from Compustat, Capital IQ and directly from firm annual 
reports. 
 
Results and discussion 

 
Table 2 – Paired T-test results for bankrupts and surviving competitors (B: Bankrupts, S: Survivors) 

 Mean N Std. Deviation 
Sig. 

(1-tailed) 
Pair 1 Number of SIC codes (B) 2.35 65 1.27 .000 
 Number of SIC codes (S) 4.48 65 3.03  
Pair 2 Total Entropy (B) .13 56 .26 .000 
 Total Entropy (S) .54 56 .54  
Pair 3 Unrelated Entropy (B) .08 56 .22 .000 
 Unrelated Entropy (S) .39 56 .42  
Pair 4 Number of Services (B) 2.81 81 2.09 .0005 

Number of Services (S) 3.51 81 2.61  
Pair 5 Number of Product Related Serv. (B) 1.56 81 1.65 .0485 

Number of Product Related Serv. (S) 1.89 81 2.02  
Pair 6 Retained Earning to Sales (B) -.69 72 2.21 .0005 

Retained Earning to Sales (S) .24 72 .37  
Pair 7 Working Capital to Sales (B) .70 73 2.77 .0785 

Working Capital to Sales (S) .23 73 .23  
Pair 8 Equity to Debt (B) .96 74 1.67 .305 

Equity to Debt (S) 1.10 74 1.28  
Pair 9 Absolute Market Share (B) 7.93 75 14.11 .000 

Absolute Market Share (S) 24.56 75 26.47  
Pair 10 Relative Market Share (B) .10 75 .15 .000 

Relative Market Share (S) .32 75 .29  
Pair 11 Number of SIC code changes (B) 1.72 36 1.94 .001 

Number of SIC code changes (S) 5.47 36 6.43  
Pair 12 Mergers and Acquisitions (B) 2.33 79 3.56 .000 

Mergers and Acquisitions (S) 7.96 79 12.38  
Pair 13 Number of employees (B) 7.27 81 1.92 .000 

 Number of employees (S) 9.20 81 2.21  

 
Table 2 displays summary statistics from the 81 pairs of servitized bankrupts and selected 
matches. Paired t-test results included in Table 2 support our hypothesis regarding portfolio 
diversification. Bankrupt firms had statistically significant smaller number of SIC codes, total 
and unrelated entropy than their matching survivors. Because diversification (especially when 
unrelated) requires but at the same time develops competences and resources (Wam et al., 2011), 
this result suggests that the failing firms might not be able to rely upon an equally broad base of 
knowledge and technical assets as their surviving competitors. Perhaps the most interesting 
observation pertaining diversification originates from the analysis of service diversification. The 
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firms that failed were offering less services than the firms that survived. Yet, on average, they 
were offering about the same proportion of product related services. Therefore, successful 
servitized firms do not appear overall as those that have been good at capitalising on existing 
product-based competences but rather those companies that have been able to put together a 
broad set of diversified capabilities. Regarding resource slack, on average the failures had 
significantly lower retained earnings to sales than the survivors. On the contrary, they didn’t 
significantly lagged survivors in terms of equity to debt ratio or working capital to sales. Thus, 
although they might have the same borrowing capacity (equity to debt) as their successful peers, 
the bankrupts showed – via lower retained earnings - a clear deficiency in the availability of 
resources that could be readily and highly discretionally used by managers to pursue new 
business opportunities. The results for market share indicate significant differences in both 
measures of absolute and relative market share. The firms that survived had, on average, a 
stronger position in their primary industry than those that failed. In particular, the relative market 
share figure suggests that they were among, or closely following, the top companies in the 
industry. Finally, the T-tests for the two measures of domain initiative found that the firms that 
failed had engaged in significantly less SIC code changes than the survivors did. The difference 
for number of mergers and acquisitions was in the same direction and again strongly significant. 

Table 3 shows the results from paired t-tests performed on the 28 pairs of bankrupt and 
close competitors. Because close competitors were identified as companies that offered exactly 
the same product/service mix as their bankrupt peers, by definition also the number of services 
and of product related services had to be the same. Therefore, Table 3 does not include these 
measures of service diversification. Companies that describe the same product/service mix in 
their annual reports should also have the same SIC codes. As mentioned before, we gathered the 
data on the number of SIC codes from the Compustat historical segments database, whereby SIC 
codes are assigned to companies based on the judgement of S&P employees and of the business 
segments that companies self-define. Martin and Sayrak (2003) make the point that these issues 
might make the coding not consistent across companies. Hence, while we gathered our data from 
Compustat (to the best of our knowledge, there is no other wide coverage source of historical 
information on firms’ SIC codes), as an additional check we compared the data on SIC codes 
between bankrupts and close competitors. As also reported in Table 3 and as we expected, we 
didn’t find significant differences. The data on the two other measures of product diversification 
confirmed the results obtained on the bigger samples - the bankrupt firms had significantly lower 
total entropy and unrelated entropy than the survivors. In light of the fact that they were 
operating in an equal number of industries, this indicates that the firms that failed tended to 
concentrate their sales in fewer closely related industries. In terms of resource slack, the close 
competitor analysis reaffirmed no significant differences in the means of working capital to 
sales. The firms that failed also had again a lower retained earning to total sales ratio than those 
that survived, though this result is only partially significant (p=0.06). On the contrary, they had 
significantly lower equity to debt ratio. Results in Table 2 on market share were generally 
confirmed. The bankrupts showed significantly lower relative market share than the survivors 
did. The difference for absolute market share was in the same direction, but not significant. 
Regarding domain initiative, there was not significant difference in the number of SIC codes 
changes between bankrupts and close survivors. However, this may be due to the fact that the 
average number of SIC codes was quite small (2.2 for bankrupts and 2.6 for survivors). On 
average, the bankrupts showed a significantly smaller number of mergers and acquisitions – so 
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apparently, also when compared with their close competitors, the bankrupts were less familiar 
with change. 

The paired t-test results included in Tables 2 and 3 capture that failed and non-failed 
servitized companies significantly differed on several of the firm-level factors proposed. 
However, since T-tests are independent measurements of the difference in means of each group, 
they cannot unequivocally determine that one factor is or is not related to failure. For example, 
there is the possibility of an underlying path in the data due to differences in the size of the firms. 
Size is a major factor influencing firm performance and it is well known to link with the 
likelihood of firm survival (e.g. Turner, 2005). With this regard, it should be noted in Tables 2 
and 3 that the bankrupt companies had statistically significantly greater size than the survivors. 
We used ratio values to compensate for size differences between paired companies in the 
calculation of retained earnings and working capital but we didn’t for any other variable. 
Multiple logistic regression (LOGIT) would therefore be the logical choice for continuing the 
study and assessing the independent and combined effect of the variables on failure. 
 
Table 3 - Paired T-test results for bankrupts and surviving close competitors (B: Bankrupts, S: Survivors) 

 Mean N Std. Deviation 
Sig. 

(1-tailed) 
Pair 1 Number of SIC codes (B) 2.20 20 1.28 .1725 

Number of SIC codes (S) 2.60 20 1.35  
Pair 2 Total Entropy (B) .08 19 .16 .0385 

Total Entropy (S) .20 19 .27  
Pair 3 Unrelated Entropy (B) .05 19 .12 .050 

Unrelated Entropy (S) .16 19 .25  
Pair 4 Retained Earning to Sales (B) -.07 23 .34 .060 

Retained Earning to Sales (S) .16 23 .56  
Pair 5 Working Capital to Sales (B) .26 22 .21 .3585 

Working Capital to Sales (S) .24 22 .23  
Pair 6 Equity to Debt (B) .94 23 1.55 .026 

Equity to Debt (S) 1.82 23 1.57  
Pair 7 Absolute Market Share (B) 4.95 25 7.93 .0705 

Absolute Market Share (S) 11.73 25 21.42  
Pair 8 Relative Market Share (B) .07 25 .09 .037 

Relative Market Share (S) .16 25 .25  
Pair 9 Number of SIC code changes (B) 1.18 11 1.78 .451 

Number of SIC code changes (B) 1.09 11 1.04  
Pair 10 Mergers and Acquisitions (B) 2.18 28 3.88 .0215 

Mergers and Acquisitions (S) 4.53 28 4.95  
Pair 11 Number of employees (B) 7.43 28 2.13 .041 

 Number of employees (S) 8.22 28 1.92  

 
Conclusions 
 
This study sheds new light on the role of firm characteristics as moderating factors in the 
relationship between service strategies and firm performance. This was exploratory project and 
clearly it has some limitations. First, we just used firm survival as a proxy for successful 
performance and, hence, we did not differentiate between surviving firms that may have 
achieved different financial results. Second, the identification of product and service activities 
relied on self-reported data. This must be reported a limitation. However, because the nature of 
the study (involving bankrupt and hence often dissolved companies) didn’t enable the collection 
of primary data, secondary databases were a logical choice for data collection. Finally, the main 
limitation of the study is the one that provide suggestions for future work. We tested the 
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individual but not the combined effect of the various firm characteristics. This would be the 
necessary eventual test for establishing and expanding the preliminary results from this study. 
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