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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 revenue by segment (1980-2015)

Service Transformation
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Rolls Royce: power by the hour...

ROLLS
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e TotalCare

— an agreed rate per engine flying hour
— enables customers to engage in accurate financial forecastmgﬁ"'mm
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Philips sells light as a service

PHILIPS
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Schiphol Airport National Union of Students

Revenue model: Pay per Lux

Customers: they manage lightning against predictable costs o
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WP Haton: dough make up systems

 BreadLab service

— Customers learn how to
extend their portfolio and
optimize their processes.

* Blue Value support packages
— Reduces downtime in bakeries
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Many other examples

. A—ISJ['(I?rna‘]in-life services ALST@)M
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— Leasing: pay-as-you-go
* General Electric

— Zero downtime on locomotives,
wind turbines and jet engines

* Michelin
— From from selling tires )
to selling kilometers e MICHELIN -
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Manufacturing in NL: more output, less jobs
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And manufacturing will keep on changing

Fontys e L) ,} '

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
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Hybrid production systems and products

production product
related services related services
R&D Product development Marketing Servitization
Engineers Production design Advertising Software
Designers Quality control Trade Fairs Updating products
Market Research Purchasing Exhibitions Training
Testing Management Consultants Consultants Provision of content
Material Material Packaging Product support
Finance Finance Transportation Provision of services
Expertise Technical knowledge Warehouse and Shops rather than product
Land / Machines Finance
Design Product Product Consumption
process manufacturing Distribution Customization
.\ : HIN, ‘
Qf' '] Adapted from: Bryson J.R. and Daniels, P.W. (2010), The Services Duality: Production- and Product-Related Services, in Maglio, ;‘ B’GGER .
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It’s all about service
« 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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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
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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
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Goods-Dominant Logic

Value Creation Value Destruction

Supplier m Producer -m‘ Consumer
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Goods-Dominant Logic applied for services

Value Creation Value Destruction

Supplier m Producer -Eim‘ Consumer
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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

lllllllllllllll

Service-Dominant Logic

e (Customer value is that what the
customer experiences

» Value is contextual, experiential
and idiosyncratic

* Value-in-use

q'o Ntys vnivesity of ) X i X ) § ) \
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)

Service-Dominant Logic

* Value-in-use
— phenomenological experience of the customer
— customer is an active participant in value creation
— itis 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.
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Value co-creation and co-production

* Value co-creation * Value co-production
— the customer’s realization of — the customer’s involvement in
the value proposition to obtain the realization of the producer’s

value-in-use value proposition
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It’s all about service

» Manufacturing firms are servitizing to create competitiveness
» Servitization is a profound business model innovation
» Research Group Business Service Innovation
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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
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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)

cod
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Why are manufacturing firms servitizing?

« Environmental rationale =
— Firms change business models e '

— Customers change notions of ownership

» Pay-per-wash rather than buying washing machines
— Customers reduce number of washes
— Producer maximizes the product-lifecycle
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gF()]'l tys :::’I:::"s"i':'m" Neely, A. (2014). Society’s Grand Challenges: What Role for Services? In K. Haynes &
I. Grugulis (Eds.), Managing challenges and innovations.

Shift to services

From a world of... To a world including...
Product Solutions
Output Outcomes
Transactions Relationships
Suppliers Network partners
Elements Eco-systems .
A (BigiK |
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IDC - September 2016 — Internet of Things

» 31.4% of organizations surveyed have launched loT solutions
* 43% looking to deploy in the next 12 months.

» 55% of respondents see |oT as strategic to their business
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Internet of Things value chain

M

* SIM Card
* Sensors

* Embedded
Chips

* Aggregator
* Transporter
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* Vending * Network
Machine * Connectivity
* Appliances * Availability
* Meters * Quality
e Car
* Camera
* Meters

SNMSUNG Jelefonica

© BOSCH é

‘ /—'*~\\ vodafone
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B e

i fitbit, A&t

® Apple

* |oT Enabling
Capabilities

* Billing

* Integration
with 3" party
applications

* Analytics

]
CISCO

B Microsoft

Go gle

HomeKit

Software
Customization

* Interfaces
* Solution Build-
up

* Hardware
* Back-end
* Data

Management

>
accenture

Infosys

 Vertical
solutions

* Bundling of
service

* CRM & Billing

* Customer
Care

M. micoach

salesforce

Honeywell

webMethds

https://www.linkedin.com/pulse/internet-things-business-models-mohit-agrawal

* Buys Services
o Sells Services
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Service types offered by manufacturing

An outcome focused
on capability delivered
through performance
of the product

Advanced
Services
Customer support agreement, Risk and
revenue sharing, Revenue-through-use
contact, Rental agreement

Services supporting
customer

o

An outcome focused on
maintenance of product
condition

Intermediate

Services
Scheduled maintenance, Help-desk,
Repair, Overhaul, Operator training,
Condition monitoring, In-field service

An outcome focused on
product provision

1 Base

Services supporting S )
ervices
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It’s all about service

» Servitization is a profound business model innovation
» Research Group Business Service Innovation
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Servitization = Business Model Innovation

Key Value Customer
AC'CIV'C“?S Proposition Relationships
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The Business Model Canvas
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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%

@ AIRBUS
* 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

A Martin-pefia, Maria Luz, A. Z. B. (2016). Servitization : academic research and business practice, (February) “B’THINE \
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Lectora Business Service Innovation
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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
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IT'S ALL
ABOUT
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