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Identified Industrial Product Service Business Models

3asic Services

e Cost-benefit calculation e Maintenance
e Customer consulting and e Product upgrading services
support by phone e Technical support for similar
e Written information material products of other manufacturers
e Technical user training
e Research and Development Services Functional Services
e Analysis of product manufacturability e Service for operating customers’ process
e Problem analysis e Service for operating the product sold to
e Feasibility studies thecustomer
* Prototype design and development service
e Research
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80,0
70,0
60,0
50,0
40,0
30,0
20,0

10,0

Percentage of Product -Service Offered

0,0

Relations between Industrial product-service
business models and financial performance

Basic Services  Maintenance R&D Services Functional
Services Services

Industrial Product Service Business Models

Percentage of different business models offered by
manufacturing companies

-0,28

Basic Services Maintenance R&D Services Functional
Services Services
Industrial Product Service Business Models
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« Servitization is the innovation of an organization’s capabilities and processes to

better create mutual value through a shift from selling product to selling
product-service systems.

* A product-Service System is an integrated product and service offering that
delivers value in use.

Product -oriented = service -oriented




Servitization process

Tangible Product and Product and Productas a
Product supporting differentiating Service
Services Services
o —_—
T
Product+ Product2
Service Service

Value-Generation through Servitization

10




Asset recovery

Asset sales /
\ -

— Customer outcomes

/ ~

Asset availability

Outsourcing partner

Development partner

2.

e -8 WME i
A S 5 5B ka Ul Extending your core product to offer customer outcomes
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peployment

Increasingly Increasing responsibility
linear economic (and so risks) for
model\‘ “evenue thr ough use ’,’ the manufacturer

Qisk and revenue shy Fing

\ > “ental agree_,;ent\/\

/
"Outcome focused

5 on capability
c’\Y;‘.Q\«“er support agree"?e,, delivered
\ - through
“edu\ed malntena,, > performance of

product

o‘\d‘\t‘\on mon.ito,-,-,7
vield service

e e S —

Outcome
focused on

maintenance
of product

conditio

,4'/ Outcome focused )

( onproduct }
( provision ),/
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Customer value

Contracts of service with

added value Maintenance
based on

performance

Maintenance
with included
cost

Preventive

Revenue maintenance
gain

Sales without
revenue

Company value

Source: Adapted from Ren and Gregory




Service offerings can roughly be divided into two categories:

Do you want to protect established Do you want to cultivate new
relationships within your installed relationships and create new
base and lock out your competitors?  business?
You may consider services that You may consider services that help
mainly focus on existing equipment: customers to achieve outcomes:
— Training — Qutsourcing partners
— Delivery — Vendor agnostic operations
— Helpdesk — Process oriented training
— Installation — Business advising/Consulting
— Reactive repair — Preventive maintenance
— Spare parts and Maintenance — Monitoring

— Financing

= . p : HEPCO
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item services

1
2

Vi

Site delivery /[Home delivery

Product installation/startup ,
commissioning

Spare parts and consumables delivery
Updates/upgrades

Remanufacturing , Refurbishing,
cleaning, safe Keeping

Recycling and take back
Financial services
Inspection and diagnosis
Repair and maintenance
Extended warranty

Preventive maintenance

item services

12
13

14
15
16

17
18
19
20
21
22

Full maintenance Contract

Advice and consultancy
Documentation

Help Desk - hot line on product
Help Desk - hot line on process
Help Desk - hot line on business

Product-oriented training
Process-oriented training
Business-oriented training
Product-oriented consultancy

Process-oriented consultancy

Business-oriented consultancy ,Frco



The use-oriented service space The result-oriented service space
m services |tem services

Leasing Pay-per-use

24  Short term Renting 29 Outsourcing
25 Long term Renting
26 Sharing

27 Pooling

\fw) &&Q)J?J)JJAJLN&

30 Functional-based Pay-per-
result




The Growth of the Service Business in Manufacturing

Service provider:

= Pay-per-use model

= Performance-based
business logic

Product manufacturer:

= Ad-hoc support for
product failures

= Warranty support

Soaais SU o ke Matly

Investment in the service business



‘\‘

Ol o O bl Co o 092 jo alizko GlosS y oyl
servitization syl 9 o




103y o0 0 p4 SERVITIZATIONS ;SG g, 31 098 (3l slicn Ol jungeind S o j0 &5 o LS 30 31 S 0

S50 J8 Ldbo 5115 0,805, cnl Bl anngs (slo )5S jo (170 51 dleaS 70 25T oals plonil Dlindos yulusl -
3l eols 1,8 axg

2T 5 Vg 5SasS bl ssle e My 5lSgmilosS (St VT ppile (SIS adss 05,5 4o
Auls e Total solution Provider 1) 045 45” Sl b il eols ploul 1,SERVITIZATION

ICT 055> 5550 S 7o yiST-

J8g Jo Sl plo 5 ldgnels 00iiS” adsd S5 sS4~

odiiS” adgi oS Laslga (fou) gy gy S50 sl edizn eSS Ll alope Y 00iiS wdg sleiS 0
(a3L (o0 055> (nl yo o550 gl

iS5l (2le diged

Siemens ,ABB .IBM.Rockwell Automation . Toyota HP.JIKEA .Bosch. Daf, Apple .Sony.

Vestas ,Alfa laval, MAN. Miele.Mercedes Benz ,Audi, canon Maserati,.Nissan ...

....service revenue growth of 5-10% per year and by 2015 : 71% of global manufacturers
are expected to use services in order to differentiate their products and 82% of
European manufacturers are expected to focus on services....



#% Strukton Our Competence: Railway safety & Asset Mngt

Working Methods

during train operation ——

High speed maintenance
(incident) Tamping during train
operation

Video inspection & remote
measurement

Monitoring
Data management

to efficiently plan maintenance
activities (https://gis.strukton.com)
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Our Competence: Railway safety & Asset Mngt

Working in single track possessions:

Specially equipped machines
= Renewal train

= Ballast cleaner

= Tamping machines

= Mobile maintenance units

Protection
= Remote control safety device

Threat Servitization, a threat or an opportunity?
1. Denying that the world of rail is changing

Opportunities

1. Within 15 years a global network of High Speed Lines will be created,
mostly in countries without a “maintenance” history

2. Asset management knowledge gained in Sweden & the Netherlands can
be used to export maintenance as a service

3. Strukton is building relations with universities & technological companies
worldwide to grow its (theoretical) knowledge on asset management to
move from contractor to technology supplier

4. Global operating suppliers for safety systems (Siemens, Thales, Alstom)
are looking for local partners to maintain (service) their products




Option: delivering the tool

Option: delivering the service:
« Operating the tool
« Delivering the data L-_ )

Data Processing

S =

Plan & Operate
= Two examples for Strukton Rail:

o
mm
mmnm

7. Eurailscout, our inspection company:
=  Measuring equipment: from delivering the tool to delivering a service
2. Strukton Rail

= Development of maintenance: from executing pre-defined activities to
::ﬁ managing performance based contracts

Seaais e



Performance based
e.g. safety, availability & reliability, contracts

life / durability

PGO

Transaction

e.g. S year Based contracts

maintenance contracts

Preventive
maintenance

e.g. inspections

OPC contacts

Repairs

(Maintenance)
e.g. day to day maintenance




(1) High-precision survey

| (4) Construction plan simulation

Design Work area/
3-D earth volume

(3) Investigation/analysis of variable factors «

L) 3-D completion drawings

performan

[0 - 7
T-i‘ O
Kom Connect | o LOpmiioon

(6) Data utilization after construction

ce data

Intclligent Machine Control bulldozers 3-1D

construction data




1. KOMPLETE MAINTENANCE

Maintenance

W o3

iy S U g ke dlallyy

A Komplete Maintenance Agreement is ideal for both

individual machines or fleets and can be tailored to cover

your requirements, including:

= Parts and labour covered under a fixed hourly rate
Pricing reviewed bi-annually by rise and fall calculation
for each machine model

= All major/minor parts plus Preventative Maintenance
servicing kits and lubrication are covered within the
hourly rate

= Support and services from professional technician at
your nearest Komatsu branch

= Access to computerised maintenance management
systems (R + M Care)

3. KOM-Serve PLUS+

Kom-Serve Plus+ is a fast, easy way to keep your

equipment at peak performance and ensure that all

scheduled maintenance occurs on time. This agreement is

ideal for individual machines and can be customised to a

planned maintenance program to meet your requirements,

incliuding:

= Regular Preventative Maintenance on time and as
specified in your Operation and Maintenance manual for
a term that suits your utilisation

= Fixed price for the entire term of the agreement (outto 5
year/10,000 Hour)

= Complete Machine Inspection and Condition Report

2. KOM-Serve

= KOWA Oil Analysis
= Complete Machine History

5. KOMPLIMENTARY MAINTENANCE PLUS +

Komplimentary Maintenance Plus + is our extended coverage
option available only to construction machines sold with
Komplmentary Maintenance.

Purchasing Komatsu Komplimentary Maintenance Plus+ locks
in the cost of preventative maintenance servicing for the
extended warranty period, to help avoid any unforeseen costs
Komplimentary Maintenance Plus+ offer includes:

Kom-Serve Fixed Pricing Servicing (FPS) allows you to avoid
unexpected downtime and minimise the risk of having to
undertake sudden costly repairs. This agreement is ideal for
individual machines and includes:

Regular Preventative Maintenance Servicing for 1 Year
or 2000 Hours

Fixed Price for 12 Months

Machine Inspection Report

KOWA Qil Analysis

4. KOMPLIMENTARY MAINTENANCE

Komplimentary Maintenance is our complete service
and advanced product support solution that Komatsu
provide our customers with upon the purchase of a new
Construction machine. This consists of:

Free regular Preventative Maintenance servicing at
500,1000,1500 and 2000 Hour intervals for the first 3 years
or 2,000 Hours (whichever comes first)

Complete Machine Inspection and Service Report
KOWA Oil Analysis

Technician Labour

Genuine Komatsu Lubricants

Pro-active management and advance service scheduling
Technician travel up to 50km (each way)

Extended 4000 Hour scheduled maintenance providing you
with a total of 3 Year/6000 Hour scheduled maintenance
Regular preventative maintenance servicing at 500,
1000,1500 and 2000 Hour intervals

Complete Machine Inspection and Service Report
KOWA Oil Analysis

Technician Labour

Genuine Komatsu lubricants

Technician travel up to 50km (each way)
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Performance-based
business logic

Service provider

Pay-per-use

Consulting services

Relative
importance

of services for
company
performance

Operational services Integration services

Service and maintenance contracts
for machines and equipment

Ad-hoc service support in case of
product failure or breakdown

Investments in the service business

- Moving from product to service. Source.: adapted from Fischer et al., 2014

-

ey SIS ke Mallys




THE SERVITIZATION PARADOX

» Create leadership support from top » Involve customers in the development
management to sales and operations process
managers » Create the necessary flexibility and
» Make the necessary investments to adaptability to enable customization
develop and implement services and » Formulate attractive value propositions
solutions through better understanding of customer
» Change the mind-set and capabilities of needs
the organization to selling and » Ensure that the quality of service provision
delivering services and solutions lives up to customer expectations
» Develop KPIs and align incentives to » Specify Service Level Agreements to
ensure integrated sales and delivery of ensure an appropriate balance of risk and
products combined with services rewards
» Coordinate and align the development > Develop trustful relationships to support
of new products integrated with new the investment in customer specific
services competencies
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Service offering

Value proposition for the
customers

Direct service
profitability

Share of service revenue
Overall profitability
Customer loyalty in
terms of repurchasing
rate

CSP OP

ASP , . DP .
. . (Customer support service (Outsourcing

(After-sales service providers) . (Development partners)

providers) partners)

. Operational

maintenance, advanced services: taking all

Spare parts, repair. inspection, training. process Design and construction the responsibility for

hotline and basic training

Provide products at attractive
prices.

Guarantee a proper functioning
of the product

through after-sales services,
Unbundling pricing approach
enables customer

to choose services

14.2 %

15.1 %
48 %

67.5 %

2 Y

055 S0 5 ke

optimization, repair.
inspection. hotline and spare
parts

Provide highly reliable
products and increase
customer

efficiency and effectiveness
through services.

Tailor services to satisfy the
individual customers.
Guarantee a fixed price for
individual service package

9.8 %
253 %
6.3 %

75.1 %

Services

Customers benefit directly
from supplier development
competencies.
Co-production of
competencies between
customer and

supplier

8.1 %

19.1 %
7.4 %

93 %

customer's business
and processes while
carrying risks

Reducing the
customer's capital
employed

and managing the
corresponding risks

5.7 %

100 %
5.7 %

95.1 %




After Sale Service Provider

Customer Support Service

Development

Outsourcing Partner

Provider Partner
ASP CSP DP OP
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SSP ts SSCA Mer Ace; t’hg SSCP Oceg,
‘o
Repair/substitution (under
warran Warr
Basic t}’) . arranty |
ratisport to client Pocumentation Process-oriented engineering
fnstaliation Tests, optimization. simulation
Commissionin Process-oriented R&D
1ns ecticmfdiag osis Hot line/help desk Process/business oriented training
Re;,}ajrs = Product-oriented training Process/business oriented
Extended warran ltin
Advanced Product updates/upgrades v consuiting

Refurbishing
Preventive maintenance

Condition monitoring

Recvycling/disposal
Web-forum
Organization of meeting and events

Managing operations
Managing maintenance function

Spare parts management
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Strategy

Objectives

Service mix type~

I - cost-savings oriented

Reduce costs

SSPb, SSCAD

II - revenues-oriented

Increase and stabilize cash-flows
Increase revenues and profits

SSPb, SSCAD, SSPa

111 - business-oriented

Increase and stabilize cash-flows
Increase revenues and profits

Achieve differentiation

Achieve customer satisfaction and lovalty
Increase product and service quality

SSPb, SSCAD, SSPa. SSCAa,
SSCP

IV - marketing-oriented

Achieve differentiation
Achieve customer satisfaction and lovalty
Increase product and service quality

SSPb ., SSCAD, SSCAa

STAass SUS o R e el

*b=basic. a=advanced b4 4




CALCULATING COSTS

Planning 039> o S5l Slawouas sloul 6l 0 v Il 90
fisticsal RRD S gar iyl eolanul Servitization gl 5!l
o o 9 (LCCA) Jgazmo yos 0,90 sl 4y 30 Jolo
roduction w -
Maintenance aib - (TCO) sl B s 4
, Commisioning
Operation
Warranty Aquisition
Example of LCCA
Distiosini Distribution
i Installation

Training

Example of TCO
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Key levers for succeeding in servitization

Setting strategic direction

Define and communicate a clear service
strategy and initiate the necessary
investments to align the strategic
direction with operational capabilities

Adjusting organizational design

Create the organizational arrangements
to support the development, sale and
delivery of services and align
performance measures and incentives

Developing capabilities

Develop capabilities for designing and
delivering services, including technical
expertise, customer orientation and
Information Technology

Establishing a service culture
Provide managerial attention to the
values supporting service design and
delivery such as customer orientation,
heterogeneity and flexibility




Servitization
Realization
Framework

The Servitization Framework
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The Future of Manufacturing

Servitization is a profitable business proposition for manufacturers, which opens up
channels for forging longstanding customer relationships. With necessary
investments in personnel and systems, manufacturers are able to provide
differentiated offerings with services across the product lifecycle. Technology
adoption is an imperative for organizations to prepare themselves for servitization
with innovation. By leveraging disruptive technology such as additive
manufacturing, Big Data analytics, complex decision making trees, and remote
communication mechanisms, manufacturing companies are able to streamline
processes and derive and interpret end-to-end real-time data on product
performance and customer operations. In the emerging world of servitization, value
creation and delivery is an ongoing process. Equipped with this strategic
competitive differentiator, manufacturers are empowered with the capability of
transforming product creation and servicing processes, and redefining value
- exchange with customers. .......,
e 5:;
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