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1. [bookmark: _heading=h.3znysh7]Teaser


Did you know that innovation and servitization are key drivers of business growth and resilience in today’s market? Women generally possess significant levels of creativity and innovative capabilities. Therefore,  women entrepreneurs can achieve great results when it comes to innovations.
2. [bookmark: _heading=h.2et92p0]Introduction and module description 

The module helps to understand the concept of servitization and innovation. It strengthens skills of women entrepreneurs in the field of servitization and innovation and enables women entrepreneurs to find the opportunities to introduce servitization and innovation processes to their businesses.
3. [bookmark: _heading=h.tyjcwt]Learning content 

3.1 Sub-topic
The Module includes 2 sub-topics:
1. Servitization
2. Innovation

Sub-topic 1: Servitization

What is Servitization

Definition
Servitization is ´The transformational process of shifting from a product-centric business model and logic to a service-centric approach´ (C. Kowalkowski et al., 2017). Servitization is not just for product ﬁrms or manufacturers. Companies from the service sector can also introduce servitization in their business.

Figure 1 Servitization process
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Source: https://www.scheper.co/labelblue/servitization/ 
With servitization, the service becomes a crucial factor while the product is less important. Due to the COVID-19 crisis, the attention has shifted from acquiring customers to customer retention and growth. Through the service, companies can differentiate themselves, and build prestige and brand to attract the customers.
Providing advanced services often requires re-evaluating and potentially redesigning both internal and external aspects of the business. It usually involves a comprehensive reconsideration of external networks that include partners, suppliers, and customers, as well as internal organizational structures and procedures. 
For example, Apple, primarily known for selling products such as iPhones, iPads, and MacBooks, has successfully integrated servitization by incorporating a variety of services into its business model. It includes offering services as iCloud where users can store data, photos, and backups on Apple's cloud servers, paying for storage on a subscription basis, or AppleCare providing extended warranty and support services, ensuring customers have access to technical support and repairs.

Before implementation
Is servitization suitable for your business? Consider if you are able to reach following goals: 
· Building a company vision focused on selling services rather than simply offering customer service. Change perspective from traditional customer service to a broader approach focused on selling services. The value that your company delivers to your customers can be changed if you create a vision based on service and experience. Service can become the company´s main value driver by:
· Improving the product to deliver more customer value;
· Adopting the idea of service as a business model.
· Offering customers targeted and extraordinary experience. It is necessary to have skills and resources to effectively design, implement, and oversee services. Ensure that an organisation possesses the necessary skills, resources, and expertise to effectively create, implement, and oversee services and deliver high-quality services that meet customer needs and contribute to overall business success. Build a diverse team consisting of members with different skills and backgrounds which can contribute to successful integration of servitization within your company. There is also an opportunity to hire an external consultant who could help you with the servitization process.
· Understanding customers' needs over solely focusing on the features of a product. Rather than solely concentrating on the characteristics and functionalities of a product, invest effort in gaining profound insights into what customers truly require and desire. To introduce the servitization in your business, you have to understand the specific objectives your customers aim to accomplish with your product, what other products they use in combination with yours, how often they use it etc. To get this information, you can use data from sales and also data from surveys and interviews.  

Pros and cons
There are different factors that foster the implementation of servitization within a business, but there are also barriers and obstacles in this process. 

Figure 2 Motivators and obstacles of servitization process
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Source: Confente, I., Buratti, A., Russo, I. (2015). The role of servitization for small firms: drivers versus barriers. https://www.researchgate.net/publication/280728014_The_role_of_servitization_for_small_firms_Drivers_versus_barriers 

MOTIVATORS:
· Financial: higher levels of profitability and stability of income in long term; 
· Strategic: acquisition of the competitive advantage and use of services to differentiate offers and create valuable competitive opportunities;
· Marketing: boosting/enhancing product sales by adopting services. From the marketing viewpoint, services play a crucial role in fostering customer loyalty by encouraging repeat purchases. It also provides opportunities for increased interaction with customers, allowing companies to offer additional products or services.

OBSTACLES:
· Competitors, suppliers and partners: challenges in guaranteeing coordination and collaboration among various actors of a competitive environment;
· Finance: required financial resources that could occur in the beginning of the process, unexpected costs if the service strategy is not well understood or considered;
· Knowledge and information: potential need to build trust of customers to ensues their understanding of services´ added value comparing purchasing products;  
· Products and activities: when providing services, products, and activities might lead to additional workforce that can be expensive (more than products manufacturing).

Levels of servitization

Figure 3 Levels of servitization
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Source::  Author elaboration from the article “The Three Levels of Servitization: Base, Intermediate, Advanced” available here and the article “What are the Three Levels of Servitization?” available here.

Methodology for the implementation
Companies implement a servitization strategy to provide integrated solutions for customers and create new value. According to the Service Innovation Methodology developed under THINGS+ project, the servitization can be implemented in 5 phases:
1. Phase 1
The main task in the first phase is to recognize servitization opportunities for your company according to its current capabilities and expertise and assess the company’s capabilities and existing offer.
· List the already existing products and services offered by the company and choose the most relevant product/s based on an assessment of its financial relevance (considering income and profitability), perceived importance, and resulted impact (considering the previous two criteria). 
· Analyse past strategies adopted by your company (successful and unsuccessful) to identify key competencies of your company and business circumstances that can ensure success for your company. 
· Use the Product Attributes Map to align your offering with customer preferences and improve your competitive position in the market. It enables you to identify crucial features of the company's portfolio, which can then be categorized according to customer perception. 
· Elaborate the Value Proposition Canvas to refine the development of a product or service, as well as its unique features, by considering how they impact the customer. Use the following steps:
· Try to better understand your customers and start by defining their problem (s) and goals (Jobs To Be Done). Adopt a customer-centric approach and focus on targeted customer segments that you can reach with your service. Market segmentation should be based on the circumstances and challenges (problems) that your customers are facing. Define your customers, the reasons leading them to buy your product, and the circumstances under which they buy it (who, why, and when buy your product).
· Solve difficulties that arise from performing the Job To Be Done. Identify the features of the company's products and services that can help you do so by Value Map. The Value Map also serves as a tool for defining the features of a company's products and services offering benefits to the customers.
· Map the competition’s offerings and prepare a list of alternatives and relevant services - identify and describe the competitors, substitutes, and workarounds for a certain job to be done without being explicitly focused on the same industry.  By shifting the focus to solving customer problems, new opportunities can be unlocked and market reach can be expanded beyond traditional boundaries and overlooked markets.
· Make a comparison of competitors´ solutions and try to understand why customers select a particular solution under specific customer circumstances using strategy canvas enabling you to predict customers´ behaviour and prepare a competitive strategy focusing on alternatives instead of competitors. 


2. Phase 2
Focus on a comprehensive understanding of your customers and their needs from an external perspective, emphasizing a customer-centric approach.
· Further elaborate the customer segments considering different features such as social, demographic, geographical, and evaluate the groups of customers based on their value to identify how the best current customers are segmented. Strategic targeting and prioritization in customer segmentation help you to determine the allocation of resources.
· Select and concentrate your effort on the segment(s) that offer the greatest potential for success. Personify the customer segment - create a profile of a customer (customer persona) by focusing on a real person (specific individual) that represents the customer segment.
· Map the whole process of using the product or service including tasks and behaviour of different customer segments on various stages and create the Customer Journey. 
· Find the opportunities for servitization and asses them from the customer’s and the company’s perspective considering benefits for customers and the attractiveness for the company. 
· Develop the servitization concept based on the most perspective opportunity considering its applicability, feasibility, and sustainability from the company viewpoint. Provide the description of the new service and key elements needed for the implementation. 


3. Phase 3
Develop the servitization project and deal with the challenges that impact the company. 
· Describe key elements of the business model and identify those that will be added or changed/updated using the Business Model Canvas. 
· Make sure that your organization is able to deal with the challenges and changes that accompany the implementation of the innovation. Use the Resources Processes and Values Framework to identify the elements that will change, and define the change and expected results.

4. Phase 4
Formulate an implementation strategy and aim at the commercialisation of the servitized product.
· Prepare a short strategy plan (One Page Strategy). Create the strategy by answering questions ´What?´ referring to Success and Goals and ´How?´ referring to Strategies and Activities.
· Prepare the List of Assumptions based on the One Page Strategy. Assumptions are formulated based on various factors related to the company such as the company’s environment, the capabilities and resources it possesses, and the individuals who are responsible for carrying out specific actions and aspects of the servitization process.
· Specify the details regarding the key implementation activities. Elaborate on those activities and focus on description, responsible persons, resources, deadlines and timeline, and results to be achieved. 


5. Phase 5
Phase 5 is aimed at further efforts towards international expansion  (those activities can be included also in phase 4).

Digital servitization
Currently, with new technologies and artificial intelligence (AI), digitalization becomes very important in business. 
· Digitalization helps make products and services more service-oriented by incorporating digital elements, which improves the overall user experience. 
· Therefore, digitalization supports servitization by integrating advanced digital features into products, which allows companies to offer more sophisticated and efficient services to their customers. 
· By digitising certain features, digitalization reduces the physical nature of an offering. 
· Example:
· Digital parking solutions transform traditional manual parking spaces as cameras scan vehicle licence plates, and parking fees are charged electronically.
· Service platform that can servitize existing offerings as the hotel service replacement by the service platform AirBnB.  
The combination of servitization and digital technologies brings the concept of digital servitization, that is a comprehensive system integrating both servitization and software systems.

Figure 4: Digital servitization
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Source: Author elaboration

The introduction of digital servitization may create challenges and increase the complexity of interactions between different players in the ecosystem. It can lead to higher coordination costs and risks, the emergence of conflicting authority structures, and a greater need for platforms capable of addressing these challenges.
Tip: Software Servitly enables you to build and configure all the software components needed to support new product-service offerings. This is your DPS (Digital Product-Service) system. 




Sub-topic 2: Innovation

What is Innovation?

Innovation involves the development and implementation of new ideas, methods, or processes that bring positive change, increased productivity or value creation. It can be introduced across different fields, such as business, technology, science, or arts, and it often leads to improved efficiency, productivity, or value creation.
Definition and types of innovation
According to OECD, innovation can be defined as ´The successful development and application of new knowledge´. It includes inventions and various stages leading to the practical implementation of these inventions. 
Innovation isn't limited to products. Beyond products, innovation can also involve developing new services, business models, processes, and functions. For example, Starbucks uses its own unique terminology for cup sizes like grande and venti, instead of the usual small, medium, and large. Additionally, they have developed their own payment app. 
Based on their scale or intensity, influence on markets and value chains, various types of innovation can be recognized:
· Process innovation: Enhancement of production technologies or new improved methods of supplying services and delivering products that can lead to cost reductions. It involves rethinking and redesigning the workflows, procedures, and methods used within an organisation. (Starbucks: introduction of a seamless and customer-oriented ordering and order fulfilment process; using the modern digital technologies, the company has introduced mobile ordering systems that allow customers to conveniently place orders and make payments via smartphones).
· Product innovation: Introducing new products to market or enhancing existing ones, which involves modifying their features or attributes (IKEA: selling innovative products in flat-pack format, which improves purchasing and its logistics for customers).
· Sustaining innovations - Preserves the level of improvement in features adding value to products (regular updates to smartphone models with improved camera features and processing speed).
· Disruptive innovations - Unpredictable improvements bringing significant, unforeseen changes to the markets that appear irregularly. It involves innovations and technologies that help make high-cost or complex products and services  affordable and accessible to a broader market (Netflix, introduction of digital music downloads).
Prepare for your innovation journey 
Key preparatory steps for innovation initiatives:
1. Define what innovation means and ensure it is understood in the same way within your company. 
2. Set concrete objectives for innovation you would like to introduce into your company, which can be measured and reached.
3. Pay attention to diversity when it comes to forming a team. Build a team consisting of members with various skills and backgrounds that can provide different perspectives as it leads to more comprehensive and effective solutions driving innovation.  Create teams that encompass members from diverse departments within the organisation to foster collaboration and profit from a variety of expertise to achieve common goals and innovation outcomes.
4. Allocate an appropriate amount of funds to cover various stages and aspects of the innovation process, including research, development, and implementation.
Innovation process
The innovation process is a structured and carefully managed sequence of strategic actions accompanied by the application of creative and novel approaches. It involves introducing innovative methods, exploring different sources of supply, entering new markets, developing creative products, and reconfiguring organisational frameworks within an industry.
Phases of the innovation process:

1. Innovative idea creation
· Actively search for new and revolutionary concepts and ideas that could contribute to the redefinition of products, services, or processes. You can use Design Thinking or Creativity Techniques (brainstorming sessions, mind mapping). 

You can check below mentioned questions that can help you on your innovation journey and see the examples of innovative ideas. 

Figure 5: Questions and examples for your innovations journey
[image: ]
Source: Author elaboration from the video “How to Come Up with Innovative Business Ideas | Business: Explained” available here. 
Get inspiration on how to come up with innovative business ideas in this video.

2. Advocacy screening and experimentation
· Provide an in-depth analysis, gain information for evaluating feasibility, and explore the potential problems and benefits of the business idea.
· Analyse the customer needs and ensure that the innovation aligns with real-world requirements.
3. Preparing a solution
· Create solution-building prototypes and conduct various tests. Transform the idea into a concrete solution.
4. Marketing and commercialization
· Produce market value for the created solution. Establish detailed specifications for the idea that are clear and closely aligned with the requirements of the market. Ensure that the developed product or service effectively addresses market needs, increasing its chances of success and creating value for customers.
5. Expansion and implementation
· Introduce and spread the idea within the market. Turn the innovative idea into concrete, practical real-world application. Evaluate the innovation's effect on customer requirements, establish criteria for measuring success, and gather valuable feedback to drive ongoing enhancements.

How to boost the innovation process:
You can try various methods to boost the innovation process in your company. Open innovation is used to accelerate the innovation process in companies and various types of organisations. Open innovation helps companies to enhance its innovation process by sourcing ideas both internally and externally. It can help organisations discover new ways to solve problems and challenges while also building a positive reputation even during the crises as COVID-19. Most importantly it can serve as a foundation for future collaboration. 
LEGO has successfully adopted an open innovation to improve its product.  LEGO’s approach to open innovation through the LEGO Ideas platform where a community of fans and enthusiasts can submit their own ideas for new products allows the company to crowdsource product ideas while strengthening its relationship with a dedicated customer base.
There are various approaches to applying open innovation in your organisation. One of them is a hackathon. 
Hackathon 
A hackathon is an event where people from various fields come together to address specific challenges by developing solutions within a set time frame. These events can range in duration, typically lasting from one day to a week, but can also extend over several weeks, especially in an online format. You can organise a hackathon as an internal or external event. An internal hackathon is exclusively for the employees of the company or organisation hosting the event while during the external hackathon the company invites external experts to participate in a competition to solve a specific problem. The challenges in these hackathons often relate to marketing strategy issues or product innovation. 
How to organise a hackathon?
1. Select a project to be solved by the participants / present the project to be prototyped.
2. Clearly explain the assignment to ensure everyone understands the goal of the event.
3. Analyse the solutions. (Make a critical decision on whether to continue with the project and, if so, laying out a clear plan for how to proceed.)
4. Form teams and divide the roles within each team. 
5. Create a task list and a solution procedure. (Ensure the task list keeps each team member engaged during the event while tasks assigned to one member should last no more than 2-3 hours.)
6. Code, design and prototype. 
7. Continuously update and refine solutions. 
8. Present the results. 
9. Eat and sleep.

You can use a new tool aimed at assisting company leaders in optimising their allocation of resources toward innovation initiatives. It consists of two parts: a strategy summary framework and an innovation basket. Leaders begin by defining and understanding the strategy of their unit or organisation and identifying what changes are necessary to achieve it. The identified change needs are then converted into specific innovation objectives and leaders establish their ´innovation basket´ by mapping out each project against these objectives. It helps to exclude projects that are not aligned with the objectives and create new ones that are aligned.

Benefits of business innovation
Innovation can impact your organisation in a positive way as you can:
· Get a competitive advantage.
· Better address a customers’ needs which enables you to attract new customers and maintain existing ones.
· Identify new opportunities for your company, increase its revenue, expand market share, and enhance its overall success.
· Enhance the effectiveness and productivity of your company.
· Be more prepared to handle changes.
· Attract and maintain skilled professionals and talented employees.
· Build sustainable practices and resilience to actively encourage and support the ability of your business to withstand challenges and maintain its operations over time. 
Risks and challenges in innovation process
There is a close relationship between innovation and failure. Innovation involves experimentation, trying new approaches, and taking risks in order to push boundaries and achieve progress. Therefore, it is absolutely natural that some mistakes and failures may occur along the way. There are many examples of companies that failed many times before becoming successful, especially those containing innovation. Here you can find some examples of challenges of the innovation process and advice on how to avoid them:
· Failure of an innovation - new technology concept, or product upon market introduction. Smaller-scale tests and launching prototypes that enable post-trial adjustments before mass production are recommended. 
· Financial difficulties or constraints as companies allocate resources to support innovations without seeing immediate profits. Expected profit should be evaluated and innovation should be in line with the company's long-term goals.
· Innovation fails to resonate with customer needs and preferences, resulting in poor performance or lack of success in the market. Before investing in innovations, conducting market research is necessary.
· Capacity lack of implementation when searching for strategic partnerships may help.
· Challenges arising within the company's structure and operations following the launch of innovation connected with the possibility of allocating excessive resources to innovation. Therefore, effective planning and resource distribution by top management are crucial.
· Unforeseen challenges that arise based on external factors. Therefore, having a contingency plan that helps to overcome these challenges is important. 
Innovation and resilience 
By effectively managing innovation, organisations can enhance their capacity for resilience, which refers to their ability to maintain high performance and adapt to changing circumstances over time. Innovation resilience refers to how well an organisation can handle the uncertainties that arise during its innovation process by adapting both stability and adaptability playing an essential role as key elements.
Example: 
Huawei established a special self-critical system known as the Red and Blue Army. The Red Army represents the existing strategic plans and approaches of the company. On the other hand, Blue Army embodies an innovative strategic model or strategy model adapted by competitors. The main responsibility of the Blue Army is to offer alternative perspectives, identify potential issues, and even provide warnings. This confrontative system enables the company's management to get a variety of valuable recommendations. Thanks to this approach, the company can make informed decisions and steer innovation initiatives toward success.
You can find useful tips and suggestions on how to increase innovation resilience in your innovation team here.

Female entrepreneurship and innovation
Women generally possess significant levels of creativity and innovative capabilities. Therefore, it is likely that women entrepreneurs achieve great results when it comes to innovations. However, sectors where women are predominantly active typically lack high-tech innovations. 
Women are usually excluded from participating in networks focused on technological innovation. They are commonly perceived as passive participants who merely use or receive innovations, rather than being recognized as innovators. Nevertheless, many examples of innovative women entrepreneurs can be found in history and also nowadays, for example Estée Lauder her innovative approach towards the sale of her cosmetic products or Ninna Granucci, winner of the Prize for Women Innovators for an innovative fermentation process transforming food and vegetable by-products generated by the food processing industry into valuable food ingredients.

4. [bookmark: _heading=h.1t3h5sf]Summing up

Sub-topic 1: Servitization
· Servitization is the transformational process of shifting from a product-centric business model and logic to a service-centric approach. It means that in the servitization process, service becomes a crucial factor. 
· Servitization is not just for product ﬁrms or manufacturers. 
· Service Innovation Methodology can help you to implement servitization in 5 phases.
· Based on different factors as, for example, technology used and product type, we can recognize 3 levels of servitization: basic, intermediate and advanced. The different levels refer to the varying degrees to which a product can be enhanced with these services.  

Sub-topic 2: Innovation

· Innovation involves the development and implementation of new ideas, methods, or processes that bring positive change, increased productivity or value creation.
· There are various types of innovation based on scale or intensity, value chains, and influence on markets. 
· Innovation involves experimentation, trying new approaches. Therefore, it is natural if you experience failure during the innovation process. 
· To boost the innovation process in your company, you can use various methods, for example open innovation and hackathon.

5. [bookmark: _heading=h.4d34og8]Content for self-assessment test 


Sub-topic 1: Servitization

Q: What is servitization?
Option A: The transformational process of shifting from a service-centric approach to product-centric business model and logic.
Option B: The transformational process of shifting from selling to buying services.
Option C: The transformational process of shifting from a product-centric business model and logic to a service-centric approach.

Q: Which factor does not belong among the motivators for servitization according to this training module?
Option A: Financial
Option B: Strategic
Option C: Educational

Q: How many levels can be recognized in servitization?
Option A: Three: Basic, Intermediate, Advanced     
Option B: Just one (servitization does not have any levels)
Option C: Two: Basic and Advanced     

Q: Choose the correct answer for the statement: Servitization is just for product ﬁrms or manufacturers.
Option A: Yes
Option B: No

Sub-topic 2: Innovation

Q: What is process innovation?
Option A: Enhancement of production technologies or new improved methods of supplying services and delivering products leading to decrease in the market share.
Option B: Enhancement of production technologies or new improved methods of supplying services and delivering products that involve rethinking and redesigning the workflows, procedures, and methods used within an organisation. 
Option C: Introducing new products to market or enhancing existing ones, which involves modifying their features or attributes.

Q: Is it possible to enhance the company's capacity for resilience by managing innovation?
Option A: Yes 
Option B: No 

Q: What is the first phase of the innovation process?
Option A: Advocacy screening and experimentation 
Option B: Innovative idea creation.
Option C: Marketing and commercialization.

Is failure acceptable in the innovation process?
Option A: Yes 
Option B: No 
6. [bookmark: _heading=h.2s8eyo1]Success case 

Sub-topic 1: Servitization

Example of the women-led companies that implemented servitization:
· EUROtoner - Rental of printing equipment/devices (Slovak woman-led company)

Adding rental services to the portfolio of the company EUROtoner is a great example of incorporating the servitization concept. 

The company rents multifunctional printing equipment/devices. Customers pay just for the renting and material (number of printed pages) without investing a large amount of money in purchasing an expensive multifunctional printing device, whereby the company avoids making an initial high investment.  

Renting of multifunctional equipment also includes various related services that the company offers to the customers as complex customer support and servicing. The company created added value for the customers by offering servicing.

The company created a long-lasting relationship with customers and created a source of additional income from equipment rental. Moreover, the company created space for the offer and sale of other additional office equipment.

Watch a video interview with Ms. Mikleová, founder of the company EUROtoner:  

Sub-topic 2: Innovation

Estée Lauder

Estée Lauder (born Josephine Esther Mentzer) changed the retail consumer experience with her innovative approach. When Estée founded her cosmetic brand in 1946 in America, salespeople usually stayed behind the counter with limited interaction with customers. She challenged this convention by adopting a more direct and personal approach to sales, personally engaging with customers, physically demonstrating product effects, and explaining their benefits.

She introduced an innovative marketing concept by starting to offer gifts after making the purchase. When buying fragrance, customers also got free product samples in the cosmetic bag. This approach led to increased sales and also raised awareness about the products that customers might have not intended to buy. 

The strategy of offering gifts with purchases can influence consumer behaviour, spending habits, mindset, and brand loyalty. Moreover, it can create positive emotional bonds with consumers who are likely to make another purchase in the future.


Ninna Granucci

Dr Ninna Granucci from France, co-founder and President of Green Spot Technologies, is one of the winners of the Prize for Women Innovators. Her company introduced an innovative fermentation process transforming food and vegetable by-products generated by the food processing industry into valuable food ingredients. These ingredients are not only nutritious and flavourful but also have a minimal carbon footprint, making them environmentally friendly. By repurposing food waste through this innovative fermentation process, the company contributes to reducing environmental impact while simultaneously creating high-quality, healthy ingredients for use in food production.

During the fermentation process, minimal amounts of water, energy, and resources are consumed. Thanks to fermentation technology, the company can effectively repurpose food side streams that would otherwise end as waste. The company offers technology that enables adopting a more sustainable approach that can be very attractive in these times. 
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· Social and emotional skills
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Services are specified by contractual agreements mandating a product-

service system, where the customer utilize the service that was developed
by the supplier. These services can be seen as substitutes for buying
traditional products (integrated solutions, advisory services focused on
enhancing asset and process efficiency, delivering specific outcomes or
results instead of simply providing physical assets)

Services are offered proactively, and initiated by the service
provider with the ability to monitor and diagnose remotely. In
this case, customized client services are provided with

ongoing after-sales services and support (maintenance,
monitoring services, repair, and overhaul).

Services that are either delivered upon the specific

request of the customer or provided at regular

intervals according to a predetermined schedule
such as warranties and spare parts.
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