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To survive manufacturing firms
can rarely remain as pure

Deregulation manufacturing firms...

Innovation of technology
Globalisation
Industrialisation of emerging economies

Fierce competitive pressure

__ —
New customers’ needs u /

...they have to move beyond manufacturing
and offer services and solutions, delivered
through their products.
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D% Some successful examples

m ICI-Nobel Rolls Royce

FROM

...TO being a

selling photocopiers...

“document company”

%

FROM
producing explosives...

...TO providing “rock
on the ground”

FROM
selling aircraft engines...

...TO providing
functionality
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D% Full moonlight?
Expected Advantages

— = For aprovider:

7 0 financial benefits
% @ — O strategic benefits
lractors -

1013 . .
Losomtine ' O marketing benefits

Automotive

— = s For the environment:
O increase of resource productivity

MARGIN IN MARGIN IN MARGIN O dematerialisation and reduction of
INDUSTRY OEM BUSINESS SERVICE LEVERAGE' consumption
1-3%

Civil Aircraft

Hevators

| o °
izl 2V il = For the society:
Power Equipment 2-5% 15-20% 4 O stronger stakeholder relations
Metallurgy Equipment -3-+46% 15-20% 4 O creation of new jObS
T epa e e : O increased quality _of the.cor\s.umer service
through the offering of individual
Machine Tools 1-12% 5-15% 2 solutions
Note: 1 Margin Leveragae = Margin in Service / Margin in OEM-Business a |mprovement Of WO rk and ||fe quallty

Source: Annual Reports, Expert Interviews, Monitor Analysis
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% The dark side of the moon

Share of service

A greater proportion of servitized firms revenue on total
went bankrupt than might be expected revenue [in

percent]
35—+

30 4- Transition line

254
204+

15+

Manufacturing Sorvitized 5 4

TiSample M Bankrupt |

Cummulative investments
in the service business

Source: Neely (2010)

Service paradox in manufacturing companies
“[...] companies which invest heavily in extending their service business, increase their service
offerings and incur higher costs, but this does not result in the expected correspondingly
higher returns. Because of increasing costs and a lack of corresponding returns, the growth in
service revenue fails to meet its intended objectives.” (Gebauer et al., 2005)
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How to
engineer
a service?

e

/




w |
. LS Research Group on Industrial Engineering;
Logistics and Service Operations

e’

DEVELOP

research and educational activities at national
and international level . |
Supply Chain

PROMOTE |"r Management

collaboration and technological transfer with
industrial and service companies, in particular
with SMEs

CONTRIBUTE

to the local and regional development through
the institution of Industry-Academia Forums
and Research Observatories

"> CELS L7 B
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> Background
ELS

‘ The design, development, and lifecycle management of a service solution

raise new issues!

Few methods developed specifically for service design, development and
engineering.

‘ Focus on the necessity to design solutions satisfying customer needs.

Needs for the improvement of service planning, service conception and
service implementation, in order to create higher value services.

Needs for a framework for the systematic development and design of
services, using suitable models, methods, and tools.
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D Engineering a Product vs. Engineering a
els — Service

manufacturing
(transformation)
process

process
inputs

process

outputs customers

suppliers

Cty

S,
7 Q
#ﬂﬁ.’:w
service transformed
i process (transformation) customer customers
suppliers inputs process inputs
usild L

[Sampson, 2004]
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DELS Traditional Cost Relationships

Expected cost

As service improves, cost increases
A Total cost

Service cost

Waiting cost

>

Service level [John Wiley & Sons, Inc, 2011]
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D% Service engineering aim

To make service provision profitable in the long term, it is of utmost
relevance to balance the excellence in the customer value creation

and the efficiency and productivity of the service provision
processes.

Service engineering
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% Service Engineering Design process

Customer Company
Customer Design
Needs Requirements and

Specification

Service
Offering

Service Delivery
process
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% Service Engineering Design process

Customer : Company
I
e -
Customer _ esign
Needs ' Requirements and

Specification

c9 0

Service Service Delivery
Offering 4:] process

l

I
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z Service Engineering Design process

Customer

Company

Design Requirements and Specification

Customer
Needs
Processes
- Prototypes
Service Service Delivery
Offering process
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QLS Service Blueprinting
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% Service Engineering Design process

Customer

Company

Design Requirements and Specification

Customer
Needs
Processes
Prototypes
Service
Offering
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D% The purpose of simulation

o The purpose of simulation is to:

e Assess the performance of a service system under
different conditions (what-if analysis)

e Evaluate the effectiveness of possible changes in the
service system organization

e Support the selection of the process configuration
with the best trade-off between internal performance
and value for customer

® Provide insights into the service system’s dynamics
and bottlenecks
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% Service Engineering Design process

Customer Company

:?i'?\&
= I <

Customer
Needs

Design Requirements and Specification

Processes
Prototypes

Service offering
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Repair, maintenance,
overhaul

Financingschemes
2P
les)
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LI

Product a

installation

Extended warranties
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documentation
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http://www.ikea.com/ms/it_IT/customer_service/servizi/cataloghi_e_brochure/index.html
http://www.ikea.com/ms/it_IT/customer_service/servizi/in_negozio/pagina_trasporti/index.html
http://www.ikea.com/ms/it_IT/customer_service/servizi/in_negozio/pagina_trasporti/index.html
http://www.ikea.com/ms/it_IT/customer_service/ikea_services/garanzie_ikea.html

DP Benefits
ELS

The main

benefits
of the

<

proposed

approach

are:

e Systematic procedure to identify
new valuable services

e Simulation of different service
provision scenarios

e Economic and risk assessment tool

to reduce the expenditure related to
the risk of the introduction of an
ineffective (customer perspective)
and poor performing (internal
process performance) service.
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D> Contacts
ELS
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Giuditta Pezzotta Roberto Pinto
University of Bergamo University of Bergamo
giuditta.pezzotta@unibg.it roberto.pinto@unibg.it
035-2052005 035-2052044
http://cels.unibg.it/ http://cels.unibg.it/

m tﬁ @ropinot
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