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It’s all about service

• Our economies and manufacturing companies change
• We need a framework to understand the logic of service
• Manufacturing firms are servitizing to create competitiveness
• Servitization is a profound business model innovation
• Research Group Business Service Innovation
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NL is a service economy…
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Labour force distribution by sector in NL
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IBM 360/30
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By	Dave	Ross	(Flickr:	IBM	System/360	Model	30)	[CC	BY	2.0	

(http://creativecommons.org/licenses/by/2.0)],	via	Wikimedia	Commons
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IBM revenue by segment (1980-2015)
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Spohrer,	J.	(2016).	IBM’s	service	journey:	A	summary	sketch.	Industrial	Marketing	Management,	60,	167–172

Rolls Royce: power by the hour…

• TotalCare
– an agreed rate per engine flying hour
– enables customers to engage in accurate financial forecasting

8
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Philips sells light as a service

Revenue model: Pay per Lux
Customers: they manage lightning against predictable costs
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Schiphol	Airport National	Union	of	Students	

• BreadLab service
– Customers learn how to 

extend their portfolio and 
optimize their processes.

• Blue Value support packages
– Reduces downtime in bakeries

10

WP Haton: dough make up systems
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Many other examples

• Alstom 
– Train-life services

• MAN 
– Leasing: pay-as-you-go

• General Electric
– Zero downtime on locomotives, 

wind turbines and jet engines
• Michelin

– From from selling tires
to selling kilometers

11

Manufacturing in NL: more output, less jobs
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And manufacturing will keep on changing

13

How did manufacturing and our economies change?

• Firms needed more and more specialized knowledge
• Increased demand for services (B2B and B2C)
• Transformation and globalization of markets
• Productivity improvement in services is relatively low

14
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Hybrid production systems and products
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Adapted	from:	Bryson	J.R.	and	Daniels,	P.W. (2010),	The	Services	Duality:	Production- and	Product-Related	Services,	in	Maglio,	

PP,	Kieliszewski,	C.A. and	Spohrer,	J.C.	(Ed)	The	Hand	book	of	Service	Science,	Springer:	New	York,	79-107
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• We need a framework to understand the logic of service
• Manufacturing firms are servitizing to create competitiveness
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there is one sort of labour which adds to the 
value of the subject upon which it is 
bestowed: there is another which has no such 
effect. The former, as it produced a value, 
may be called productive; the latter, 
unproductive labour

17

Adam Smith
Scottish economist, philosopher, and author

there is one sort of labour which adds to the 
value of the subject upon which it is 
bestowed: there is another which has no such 
effect. The former, as it produced a value, 
may be called productive; the latter, 
unproductive labour

18
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Goods-Dominant Logic

19

Producer ConsumerSupplier Supply chain Delivery

Value Creation Value Destruction

Lusch,	R.	F.,	&	Vargo,	S.	L.	(2014).	Service-dominant	logic:	Premises,	perspectives,	possibilities.	Cambridge	Univ Pr.

Goods-Dominant Logic applied for services

20

Producer ConsumerSupplier Supply chain Delivery

Value Creation Value Destruction

Lusch,	R.	F.,	&	Vargo,	S.	L.	(2014).	Service-dominant	logic:	Premises,	perspectives,	possibilities.	Cambridge	Univ Pr.
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How do services differ from goods?
• Intangibility or non-material

– idea and concept
– ownership

• Heterogeneity
– high variability of service delivery
– no standards

• Inseparability
– production and consumption

• Perishability
– services cannot be stored
– provider issue

21

Service-Dominant Logic

• Customer value is that what the 
customer experiences

• Value is contextual, experiential 
and idiosyncratic

• Value-in-use 

• Value-in-exchange

22

Lusch,	R.	F.	(2006).	Service-dominant	logic:	reactions,	reflections	and	refinements.	Marketing	Theory,	6(3),	281–288.
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Service-Dominant Logic

• Operand resources
– Require some action to be performed on them 

before they can provide value
– Static (often tangible)

• Operant resources
– Capable of acting on other resources to create 

value (given appropriate circumstances)
– Dynamic (human competence: knowledge, skills)

23

Lusch,	R.	F.,	&	Vargo,	S.	L.	(2014).	Service-dominant	logic:	Premises,	perspectives,	possibilities.	Cambridge	Univ Pr.

Service-Dominant Logic

• Value-in-use
– phenomenological experience of the customer
– customer is an active participant in value creation
– it is dynamic and context dependent

• Value co-creation
– Value is co-created by integrating resources from multiple actors, 

always including the customer. 
– A producer cannot deliver value but can participate in the 

creation and offering of a value proposition.

24
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• Value co-creation
– the customer’s realization of 

the value proposition to obtain 
value-in-use

• Value co-production 
– the customer’s involvement in 

the realization of the producer’s 
value proposition

25

Value co-creation and co-production

Smith,	L.,	&	Ng,	I.	(2014).	Service	Systems	for	Value	Co-Creation.	In	K.	Haynes	&	I.	Grugulis (Eds.),	Managing	
Services	- Challenges	and	Innovations (pp.	174–194).	Oxford	University	Press.

It’s all about service
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Why are manufacturing firms servitizing? 

• Economic rationale
– Companies cannot compete on the basis of costs
– Installed base is larger than amount of sales
– Stability of revenues – services vs products

27

Neely,	A.	(2014).	Society’s	Grand	Challenges:	What	Role	for	Services?	In	K.	Haynes	&	

I.	Grugulis (Eds.),	Managing	challenges	and	innovations.
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Why are manufacturing firms servitizing? 

• Strategic rationale
– Lock-in customers (Nespresso…)
– Lock-out competitors (not always successful) 
– Increase the level of differentiation (risks, high-tech)
– Customers demand it (contracting for capability)

28

Neely,	A.	(2014).	Society’s	Grand	Challenges:	What	Role	for	Services?	In	K.	Haynes	&	

I.	Grugulis (Eds.),	Managing	challenges	and	innovations.
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Why are manufacturing firms servitizing? 

• Environmental rationale
– Firms change business models
– Customers change notions of ownership

• Pay-per-wash rather than buying washing machines
– Customers reduce number of washes
– Producer maximizes the product-lifecycle

29

Neely,	A.	(2014).	Society’s	Grand	Challenges:	What	Role	for	Services?	In	K.	Haynes	&	

I.	Grugulis (Eds.),	Managing	challenges	and	innovations.

Shift to services

30
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Adapted	from:	Neely,	A.,	Benedettini,	O.,	&	Visnjic,	I.	(2011).	The	

servitisation	of	manufacturing:	Further	evidence.	18th	European	….



10/16/17

16

IDC - September 2016 – Internet of Things

31

• 31.4% of organizations surveyed have launched IoT solutions
• 43% looking to deploy in the next 12 months.
• 55% of respondents see IoT as strategic to their business

Internet of Things value chain

32

https://www.linkedin.com/pulse/internet-things-business-models-mohit-agrawal
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Service types offered by manufacturing

33
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product	provision

Services	supporting	

customer

Services	supporting	

product

Baines,	T.,	&	Lightfoot,	H.	(2013).	

Made	to	serve.	John	Wiley	&	Sons.
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Servitization = Business Model Innovation

35

36

The Business Model Canvas

Revenue Streams

Channels

Customer SegmentsValue PropositionsKey ActivitiesKey Partners

Key Resources

Cost Structure

Customer Relationships

Designed by: Date: Version:Designed for:

designed by:  Business Model Foundry AG
The makers of Business Model Generation and Strategyzer

This work is licensed under the Creative Commons Attribution-Share Alike 3.0 Unported License. To view a copy of this license, visit:
http://creativecommons.org/licenses/by-sa/3.0/ or send a letter to Creative Commons, 171 Second Street, Suite 300, San Francisco, California, 94105, USA.

What are the most important costs inherent in our business model? 
Which Key Resources are most expensive? 
Which Key Activities are most expensive?

is your business more
Cost Driven (leanest cost structure, low price value proposition, maximum automation, extensive outsourcing)
Value Driven (focused on value creation, premium value proposition)

sample characteristics
Fixed Costs (salaries, rents, utilities)
Variable costs
Economies of scale
Economies of scope

Through which Channels do our Customer Segments  
want to be reached? 
How are we reaching them now?
How are our Channels integrated? 
Which ones work best?
Which ones are most cost-efficient? 
How are we integrating them with customer routines?

channel phases
1.  Awareness  

How do we raise awareness about our company’s products and services?
2.  Evaluation  

How do we help customers evaluate our organization’s Value Proposition?
3.  Purchase 

How do we allow customers to purchase specific products and services?
4.  Delivery 

How do we deliver a Value Proposition to customers?
5.  After sales  

How do we provide post-purchase customer support?

For what value are our customers really willing to pay?
For what do they currently pay? 
How are they currently paying? 
How would they prefer to pay? 
How much does each Revenue Stream contribute to overall revenues?

For whom are we creating value?
Who are our most important customers?

Mass Market
Niche Market
Segmented
Diversified
Multi-sided Platform

What type of relationship does each of our 
Customer Segments expect us to establish 
and maintain with them?
Which ones have we established? 
How are they integrated with the rest of our 
business model?
How costly are they?

examples
Personal assistance
Dedicated Personal Assistance
Self-Service
Automated Services
Communities
Co-creation

What Key Activities do our Value Propositions require?
Our Distribution Channels?  
Customer Relationships?
Revenue streams?

catergories
Production
Problem Solving
Platform/Network

What Key Resources do our Value Propositions require?
Our Distribution Channels? Customer Relationships?
Revenue Streams?

types of resources
Physical
Intellectual (brand patents, copyrights, data)
Human
Financial

Who are our Key Partners? 
Who are our key suppliers?
Which Key Resources are we acquairing from partners?
Which Key Activities do partners perform?

motivations for partnerships
Optimization and economy 
Reduction of risk and uncertainty
Acquisition of particular resources and activities

What value do we deliver to the customer?
Which one of our customer’s problems are we 
helping to solve? 
What bundles of products and services are we  
offering to each Customer Segment?
Which customer needs are we satisfying?

characteristics
Newness
Performance
Customization
“Getting the Job Done”
Design
Brand/Status
Price
Cost Reduction
Risk Reduction
Accessibility
Convenience/Usability

types
Asset sale
Usage fee
Subscription Fees
Lending/Renting/Leasing
Licensing
Brokerage fees
Advertising

fixed pricing
List Price
Product feature dependent
Customer segment  
dependent
Volume dependent

dynamic pricing
Negotiation (bargaining)
Yield Management
Real-time-Market

strategyzer.com
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Service paradox

• Investments in servitization do not always pay off
– Airbus only 4% service revenue increase between 2003 – 2014
– Boeing  creates 15%, Rolls Royce creates about 50%

• Traps
– Growth in services while protecting a core product position
– Undermining product business while promoting servitization
– Pursuing scale in skill-based business
– Offering specialized skills in economies of scale markets

37

Martín-peña,	María Luz,	A.	Z.	B.	(2016).	Servitization :	academic	research	and	business	practice,	(February)

B.	G.	Auguste,	E.	P.	Harmon,	and	V.	Pandit,	“The	right	service	strategies	for	product	companies,”	McKinsey	Q.,	vol.	1,	

no.	1,	pp.	41–51,	2006.

It’s all about service
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• Manufacturing firms are servitizing to create competitiveness
• Servitization is a profound business model innovation
• Research Group Business Service Innovation
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Lectoraat Business Service Innovation

39
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It’s all about service

• Also small and medium enterprises need servitization and 
advanced business services as levers for competitiveness

• We need to develop and validate a theoretical framework to 
better understand the role of value creation

• We need to create experimental environments for our 
students and companies to learn about entrepreneurship and 
innovations with services

40
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