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Abstract. Nowadays product-oriented companies are facinghde to focus

on the service rather than the product alone. Bygving a Service-Dominant

Strategy, we need to focus on the ecosystem emhgdiie collaboration to

provide such a service. This collaborative perspeabn value creation and
value sharing is the foundation for designing nawibess models within the
ecosystem. We take the lessons learned in theeaainly domain on the devel-
opment of a Service-Dominant Strategy to desigach $upporting the transi-

tion from product focus to Product-Service ecosyste

Keywords: service dominant strategy, service dominant logeryvitization,
product, service, ecosystem, value.

1 Introduction

Nowadays, it is widely assumed that manufacturingd need to offer services and
solutions delivered through their products to seevin developed countries [1].
Moreover, the shift from goods to service has hiagrocess since the early 1990s as
the role of manufacturers producing and sellingdpots in value chain has become
less remunerative [2]. This shift has been drivgrekternal and internal factors. Ex-
amples of external factors are new possibilitiebuginess growth in mature indus-
tries by extending the range of manufacturers tda/aervices and customer demands
on solutions. Example of internal factors are firiahsavings and revenues, where
companies such as Xerox shift from producing arlihgecopy machines to docu-
ment management systems solutions, perceiving cgeorientation as a survival
strategy [3].

The Servitizationof manufacturing is a term first mentioned as mpetitive man-
ufacturing strategy by adding services to produetsreate value [4]. Manufacturers
have been going downstream the value chain by fiogusn activities (such as fi-
nancing, maintenance and spare-parts) by lookingam the product is being used
by the customers at the end of value chain [2]s Tesults in an integrated product-
service offering by the manufacturer. However, thisduct-service integration by
manufacturers is just seen as a linear productiooggs where the manufacturer adds
value to its products through services [5].
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The organizational shift from goods-centric towaadservice-centric organization
is highly relevant for the development of the sbech“Service Science”. “Service
Science is an emerging interdisciplinary field duiry that focuses on fundamental
science, models, theories and applications to dsemice innovation, competition,
and well-being through co-creation of value” [6Jhe change from goods towards
solutions is recognized as an academic researohitprfor the science of services
[6].

The challenges of developing value propositionssnvice-goods offerings is be-
ing recognized as a tremendous opportunity for titiagers and researchers in the
service arena. This owes to Goods-Dominant orgtaoira rarely recognizing the
need to develop goods-service value propositidRgrthermore, research and man-
agement tools development has been focusing ogabés-dominant mindset within
the value chain. Service-focused tools built undeservice-dominant mindset are
however needed by the service science researcht@igbster adoption by practition-
ers [6]. Hence, we see a research opportunity faranagement tool constructed on
the service-dominant mindset with a focus on thevise-product ecosystem as a
whole rather than the traditional value chain.

We found especially interesting the shift from prodto service in the asset-
finance domain, particularly in car leasing whexssbrs rely on vendor assets to offer
their service. Moreover, the pure focus on the tasiecycle as a revenue source
seems to be no longer enough to sustain the bgsines Service-Dominant business
landscape.

In this paper we build on our previous work on $&\Dominant strategy defini-
tion [7]. We devise a tool to map a Service-Domirgtrategy into a complex ecosys-
tem able to support the above-mentioned manufastur@nsformation from prod-
ucts to service solutions providers. We built ol tusing our experience on such a
transition in the car-leasing domain. Our tool @eenes the typical value chain-based
view on servitization by allowing the identificatiocof complex networks of actors,
activities, and value propositions constituting pneduct-service ecosystem.

The paper is structured as follows: In Section 2 imtroduce the Service-
Dominant Strategy. In section 3, we establish asitan to the ecosystem concept. In
Section 4, we visualize the Service Dominant Ecesys. In Section 5, we discuss
the results our lessons with the car-leasing dontairally, we draw our conclusions
and briefly outline future work.

2 Background the Service-Dominant Strategy

In this section we focus on the Service-Dominamat8gy as a plan to acquire and
deploy the service-dominant mindset within the argation and as a new way of
doing business [7], [8].

Nowadays, the shift from product to service is betonceptualized as a mindset
shift from Goods-Dominant (G-D) Logic towards SeeADominant (S-D) Logic.
The G-D Logic is the traditional manufacturing logihat focuses on the value chain:
a product is produced and then value is added gwsarvices. The S-D logic focuses
on the benefits of adding services, where prodadsjust a mechanism for service
provision. This mindset focuses on the value onete/and value propositions [9].
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The mandate of the S-D Strategy is to focus on ageresources and service
flows, to find innovative ways to integrate thenm &@rvice provision. These service
flows can be part of the organization or outside dhganization, involving other ac-
tors of the ecosystem. Furthermore, Informationhhetogies (IT) can support this
service-orientation by the management and intemgratif service flows within the
service ecosystem.

Our strategic focus is on the value-in-use, whiheevialue is seen as a benefit for
the customer and not on the product or servicesiristance, when a customer pur-
chases a driller the value is on the job of makiotes by using the driller for the
buyer and the value for the seller derived fronfirsgkhe driller. This is known in the
S-D Strategy as value co-creation.

Flexible organizational boundaries are requiredosier the collaboration within
the ecosystem. Moreover, the interactions of actotlin the network are bidirec-
tional, i.e. a consumer and a producer at the dameecan contribute to value crea-
tion within the ecosystem. This co-production iiaged by empowering the actors
with the right tools to participate actively in theosystem.

The ecosystem orchestrator integrates the serloges firom different actors re-
sulting from their co-production activities by offieg the integrated value proposition
at a price that includes the risk of their colladiors. Furthermore, the benefits should
be ethically shared among the participants. Thasdwt include only financial bene-
fits, but other forms of benefit such as knowledgquisition.

Once this strategic view is embraced, we needk® tiae steps to facilitate the de-
sign and communicate businesses following a Seimminant strategy.

3 Transitioning from Service-Dominant Strategy Towards an
Ecosystem

A S-D Strategy sets the plan and the perspectivéoimg business. Moreover, strate-
gy is a set of choices on how the business is bedngeptualized. However, to oper-
ationalize the strategy we need to reflect thesécels into business models.

The business model concept is used to describe eaéation and value appropria-
tion. Current business model conceptualizationsf@ecased at the value chain level
rather than the network level. This follows the G-@gic foundation on the manufac-
turing industry, from raw material, to productiohgnods and then value added ser-
vices. By following a S-D Strategy, we need to latkthe collaborations between
actors to co-create value. This view requires fomu®n the value network and the
company ecosystem rather than the internal perispemt the value chain. Hence, we
start the operationalization of the Service-Domirtnategy towards business models
at the ecosystem level.

We can think on the ecosystem as a collaboratiwinbas model tool, where we
focus on value creation and appropriation at thevoik level, beyond the boundaries
of one organization. Furthermore, we can view tbesgstem as the operationaliza-
tion of the S-D strategy by establishing our vahetwork of value propositions as a
product-service system [10].

Servitization is also linked to the Product-Serv®ystem (PSS) literature [5]. The
PSS concept arises as the embracement of a séedictrategy to differentiate from
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companies that offer low cost products. A PSSefindd as ‘an integrated combina-
tion of products and services that deliver valuase’ [11]. Furthermore, these inte-
grated solutions can be viewed as integrated sequicduct combinations, tailored to
create desired outcomes for the customer [12]. 8 P®phasizes the value in use as
a solution, rather than the sale of a product [Ed}. instance, the value in use can be
seen in companies like Rolls-Royce, which delivewer-by-the-hour to airlines as a
combination of jet engines (products) with monitgriservices) [12].

In contrast with manufacturing companies, serviaseld companies are more flex-
ible towards a multivendor system tailored to costos’ need. [12]. However, multi-
vendor companies that rely on adding value formdee's assets with services could
easily face disruption on their business if thesgstem is not defined and managed
properly. Hence, we need to establish an ecosystesee how a company should
collaborate with different actors within a valugwerk.

4  The Service-Dominant Ecosystem

In this section, we present a tool to design amdroanicate ecosystems derived from
a S-D Strategy. This strategic view suggests focusih collaborations at the network
level of actors. We conceptualize the ecosystenfobews: Firstly, an ecosystem
comprises heterogeneous entities such as busindsses, and customers, i.e. the
ecosysterractors Secondly, these entities interact with each otbeachieve shared
goals, i.evalue co-creation Thirdly, these entities can be viewed as soctmemic
actors, connected througialue propositionsFinally, entities perfornactionsaimed
at reaching desired outcomes, such as mutual \akmtion through co-produced
solutions and experiences [13].

We further elaborate the service ecosystem cormegeveloping an artifact to de-
scribe and communicate the ecosystem level drivea I$-D strategy, that is, the
Service-Dominant Ecosystem. The resulting ecosystepresented in Figure 1 as
concentric circles and slices. Each actor of thesgstem is represented as a slice of
the concentric circles connected to the inner eitblat represents the common co-
creation goal of the ecosystem. From outside ia, dbncentric circles are used to
represent the ecosystem collaboration of each asdollows: firstly, the cost and
benefits of each actor; secondly, the co-productiotivities of performed by each
actor and thirdly, each actor’s value proposition.
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Fig. 1. The Service-Dominant Ecosystem.

As shown in Figure 1, we describe the Service-DamirEcosystem as a net-
worked perspective requiring an Actor-to-Actor perstive focused on value co-
creation by integrating each actor’s value propmsit Moreover, each actor has an
active role in the ecosystem by performing actdgtihat are reflected as costs and
benefits for each one. We first exemplify the elateausing the Spotify ecosystem to
describe each element of the S-D ecosystem asvi&llo

Value co-creation.The ecosystem goal is value co-creation definegrims of val-
ue-in-use. We define the core of the ecosystenmegxperience or solution that we
want to co-create with the ecosystem actors. Fsiairte, the Spotify ecosystem co-
creates a music listening experience.

Ecosystem actorsThe S-D Logic aims at overcoming the producer eondsumer

divide by pointing out an Actor-to-Actor (A2A) pgrsctive emphasizing the hetero-
geneity of business entities. Such an A2A focusedriaway the traditional manufac-
turing logic based on the liner process of valueation driven by the value chain
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[13], [14]. For instance, in the Spotify ecosystdmasides the company we can distin-
guish free users, paying users, record labels,inaligequipment manufacturers
(OEMSs) and application developers.

Actors value propositions.The value propositions is what each actor deliterthe
ecosystem. This can be thought as a network eff@otre the value proposition of
one actor enhances the overall value for the sanother group of actors. These are
known assame-sideandcross-sidenetwork effects, respectively. For instance, ia th
Spotify ecosystem a same-side network effect iSemeld when more users bring
more content to other users into the ecosystemaantbss-side network effect is
achieved when music content generated by applitat&velopers creates value for
the users by improving listening choices [15].

Co-production activities. Each actor performs activities in the ecosysterdetiover
value propositions. For instance, in the Spotifpsstem, users participate in the
ecosystem by creating and sharing playlists, d@estoparticipate by creating music
applications, and record labels participate by gliog their music libraries.

Costs-benefit sharingThe actors incurs in costs and obtains benefifsdticipating
into the ecosystem. These costs and benefits arendoy the need to share benefits
and establish the cost of the actors in the cotltiom. For instance, in the Spotify
ecosystem the record labels incur in cost of sigrartists and get the benefits of
monetary license fees.

In Figure 2, we analyze the ecosystem of Spotifiltistrate how our tool works.
The goal of the ecosystem as value-in-use is repted at the center of the figure, in
this case the music listening ecosystem. The aetersdentified as a slice of the cir-
cle, where we can identify tr@chestratoras Spotify,partnerssuch as record labels
and advertiserscomplementorsuch as original equipment manufacturers (OEMs)
and application developers. At last we hgvesumerdike free and premium users.
Each actor performs a co-production activity, fostance the free premium users
create and share playlists, and OEMs provide cdaddw@rdware. The value proposi-
tions are presented as increased value on the &easy; for instance the value prop-
osition at ecosystem level is to provide more as@esnts to listen music.
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Fig. 2. The Service-Dominant Ecosystem of Spotify

In the next section we discuss the lesson leargeapplying our artifact to a more
complex case in the mobility scenario (car leasing)

5 Defining the Service Ecosystem in Mobility

We have been collaborating with the biggest casifgacompany in the Netherlands
to support their transition from the product foceg. leasing cars, towards a service
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focus, i.e. provide a mobility solution. This triim is needed to satisfy the needs of
contemporary customers requiring flexibility in thenobility needs. The Dutch
company has more than fifty years of experienceamtently operating in Belgium,
France, Germany, Luxembourg, the Netherlands, Epl&ortugal and Spain. The

company belongs to a Dutch asset-finance groupeptes 35 countries with a lease
portfolio of 23.3 billion and 4,965 employees.
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Fig. 3. The Service-Dominant Ecosystem in Mobility

In Figure 3, we show the mobility ecosystem derifein a Service-Dominant
strategy applied with the mobility transformaticgam of the company. The inner
circle shows the co-creation goal of ecosystem:ilitplexperience. The actors of the
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ecosystem include the mobility orchestrator asnin role of the company. Partners
provide different mobility means in form of bikeégain trips and cars. The prosumers
are individuals participate actively by sharingscand companies that participate by
optimizing the location of the employees accordimgheir mobility needs. The com-
plementors sharing software and car club partieipaspectively by offering extend-
ed mobility means and enhancing the mobility exgere.

The tool let us to identify the power of networkeets within the ecosystem. For
instance, the sharing mechanism acts as a samef&d¢ by bringing more mobility
means to other individuals. An example of a crads-setwork effect is the benefit
by the car club to individuals thanks to an enhdnoebility experience. Nowadays,
the car-leasing company understands the need ef ettpsystem actors to achieve
their mobility goal. Moreover, the company undensts that the value is no longer in
the car, but in the mobility experience driven bg ecosystem.

6 Conclusions and Future Work

In this paper we discussed the Service-Dominansy&tem as a tool to design an
ecosystem around the value-in-use concept. In ghellf the Service Dominant Eco-
system facilitates the understanding of the collation of different actors by brining
different value propositions to form a product-segwsystem. This system integrates
value propositions form different kinds of actowde applied our tool to the well-
known example of Spotify and then we discussedegbgon we learned by using our
tool in the car-leasing domain, supporting a conyparthe transition from product-
to service-focus.

The Service-Dominant ecosystem brings a holistisgective on the business by
visualizing it at the network level in which thenspany participates. This holistic
view enables focusing on the collaboration and dfiterent value propositions of
each actor, rather than just the internal valuénchdence, the service-dominant eco-
system leads to new business opportunities in lwalition with others business ac-
tors to co-create value. Moreover, the tool ftatiéis the identification of the network
effects. These are usually harder to realize wbending solely on the internal value
chain of a company.

As future work, we are further testing the ecosysteol with practitioners and use
the ecosystem to identify new business models. Mane we will further elaborate
the mobility ecosystem and identify new businesdei® to help the car-leasing
company transitioning towards mobility. We will alfocus on the mapping between
the ecosystem and the technological landscape douéx the service orchestrations
identified within the ecosystem.
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