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The Force behind the Changing
Economy

* The new business environment
— Advanced telecommunications
— Accelerated business globalization
— Increased automation
— Rapid technology innovations
* The service sector has evolved from a traditional
labor-based business to sources of:
— Innovations
— Collaboration
— Value-co-creation
» Services will be provided through service systems that

are driven by information, customer-centric, e-
oriented, and satisfaction-focused

The Force behind the Changing
Economy

 In manufacturing

— Services become a business component used
to create competitive advantage

— Building highly profitable service-oriented
businesses by taking advantage of unique
engineering and service expertise

— Creating superior outcomes to best meet
customer needs in order to stay competitive
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. aﬂmmu‘uammm (The New Logic of Value)

— ilavanAndfitinannudnis laidunisiiuyac
auTaUn miiaun1sHandud uiidluao
AMLARIINAMNIINTDUANLHNILAINIINIZUDING
Uan13 dedautugdauniauin (Complex
Constellation) n15uan153v lilaun1sd519ua6n
1igneAn

— n5ds AL lui (New Value Creation) i
ihvunaagnszaugnanasnguau g Aifaddaelv
TAAUFTAUATAAULEY UNUNS5AITIUNFETN
AULATALLARNAIRIEA LAY §9NVINUUNLNE
d9vdiatdua (Offering)

Service Vision
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n138319A0AN (Logic of Value Creation) Liar Density
Principle
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Concept of Offering
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Frozen Activities
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« Servitization (Servicification)
» Electronic Business (e-ification)
» Experience focused (Experiencification)

Servitization (Servicification)

» Offering is no longer on products

— Product become service delivery mechanism or input
to the service process of the customer system

— The shift from production to use, from ownership to
solution, from output to input
» Servitization shifts the emphasis from the
transaction to a more long-term relationship with
customer




Electronic Business (E-ification)

 This is the socialized e-commerce or e-business
emphasize on

— Customer contacts

— Interaction

— Collaboration and engagement
— connectivity

— Etc.

. L'ﬂum'sa%"m‘ﬂ’atauaﬁv‘h‘lmﬁm Economies of scope
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Experience Focused
(Experiencification)

» The designs of offering are linked into the mental and
symbolic processes of customers

— Including the meaning and purpose of their value-
creating activities
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Density Principle

source: Richard Normann (2003)

The density principle: The best
combination of resources is mobilized for a
situation—for a customer at a given time in
a given place-independent of location, to
create the optimum value/cost result

Density expresses the degree to which
such mobilization of resources for a
time/space/actor unit can take place

Mechanism to Create Density

The Mechanism is known as
“Dematerialization (A211 lufinau)"---free
of physical objects

There are two dematerialization
mechanisms
— Liquification: Separation of information from

the physical objects, provide freedom of
movement

— Unbundleability: Separation of activities held
together in time and place by actor




Driver Promotes Density
source: Richard Normann (2003)

Dematerializati
on

Liquidity =) |jnbyndleability

L}Reburileabilit‘—)

Density
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BUINNNITODNLUUY Offering (Services)

* N39DNUVVVBIEUD (Offering) ¥301TMI (Service)
UADIUUIN

— relieving—doing a task or a series of tasks for
another party

— enabling—making it possible for a party to do
a task or series of tasks for itself more
efficiently and/or effectively

o luUsUNVIINYINIFVENTT NUU Co-
creation 1371 1¥AudU1IN1902ALLLL
Offering “luuuu Enabling




nsalAn IKEA

Sample IKEA script appeared in some catalogue
source: Designing Interactive Strategy, Normann & Ramirez

 We develop our own
products (to keep
expenses low)

We are the kings of flat
packages ( less
transport and
warehousing costs and
easier for you to
handle)

We buy in large
quantities (and
command lower prices)

You help yourselves
(touch and try the
products yourselves)

You take away your
purchases yourselves

You assemble the
products yourselves
(tools and instruction
are included with all
packages)




IKEA’s Business Model

» |IKEA invents value by matching various capabilities of
participants
— It offers a brand new division of labor
— Every aspect of the IKEA business system is carefully designed
to make it easy for customers to take on new role
* The goal is to make IKEA not just a furniture store but a
family outing destination

 |KEA wants its customers to understand that their role is
not to consume value but to create it

» |IKEA offers facilities more than co-produced furniture, it
offers co-produced improvements in family living

IKEA’s Business Model

» |KEA's strategy intent

— To understand how customers can create their own
value and to create a business system that allows
them to do it better

— Not to relieve customers of doing certain tasks but to
enable them to do easily certain things they have
never done before

— IKEA invents value by enabling customers’ own
value-creating activities




Mapping IKEA business model to the new logic

Offer self service and self
assemble

Flat packaging design, low
cost, etc.

Comprehensive catalog and
instructions

Value constellation to help
improve in family living

family outing, enabling
customers’ own value-creating
activities

Co-creation

Offering
(competency/relationship)
Information symmetry

Reconfiguration

Density principle

nsalAnir1 DECOBIKE
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Service Blueprint

Blueprint for Overnight Hotel Stay Service
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Example of Service Improvement Metric

Proble  Cause Possible Improve Quality of Service Value
m Solution Proposition
[Issue Density | Productivity
Create
custome | Check-in 1. Reduce Using smart ID to *Provide welcome drink &
rhasto | process steps retrieve customer info snack (show how to
wart fo.r take too 2. Self Provide self check in application via prepare dnpl;s & snacks
check-in | long check-in website/mobile/kiosk by hotel chief)
*Provide welcome
massage (massage chair)
/fish spa
*Provide multimedia for
hotel and attractions
introduction
Customer | 3. In-room Customer can go up into * Comfort
sarrive at | checkin the room right away, the * No waiting time
the same hotel staff will handle
time the check-in process and
take it to the room for
; the customer ,

Service Blueprint for DecoBike
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Service Improvement Metric

Improve Quality of Service

No. Problem/lssue Cause Possible Solution Density [ Productiity |1 CoCreate Value Proposition
1 [ldasfifidiasnslinians |aadrliannsada USinlsassuuihuan an@annsadinindnsanusiwiPhone/ Blackberry 6 [anéazainiunsiin
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Amuriidaaniu 15 wii daiaasdns) Aaansle
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Comments or
Suggestions
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