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Extended abstract

Over the past years, there has been a significant increase in studies focused on digital
servitization. This can be described as the process by which a business switches from selling
product to providing Product Service Systems (PSS) by using digital technologies
(Grandinetti et al., 2020; Paiola and Gebauer, 2020; Paiola et al., 2021).
Reasons for this increase are manyfold. Digital servitization does not only enable the
creation of new or improved services by using digital technologies, it also enables new
digital business models to be developed and implemented, knowledge from data to be
applied, companies operational performance to be improved and their distinctiveness to
be strengthened (Kohtamaki et al., 2019; Paschou et al., 2020). But above all, it positively
impacts the enviroment due to re-manufacturing, extending product lifecycles, increasing
the efficient use of resources and energy, improving product use and reducing waste of
materials (Paiola et al., 2021; Le-Dain et al., 2023).

The shift to a digital servitization business model is a complex process may take years and
necessitates major organizational adjustments to networks, capabilities, and operational
procedures (Martinez et al., 2010, 2019; Baines et al., 2020). For SMEs this transition is
typically even more challenging, due to their specific characteristics including limited
internal and external capabilities (Liu and Yang, 2019), limited resources (Paiola et al.,
2022), small market size and economies of scale (Radas and BoZi¢, 2009; Pati et al., 2018;
Miller et al., 2021). As a result, SMEs often experience significant challenges during the
transition, including embedding a service mindset for integration in an organizational
culture, delivering integrated offerings, augmenting internal processes and acquiring
capabilities, and managing complex relationships with suppliers (Baines et al., 2009;
Martinez et al., 2010). As a consequence, SMEs regularly give up early or even reduce their
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service offerings (Kowalkowski et al., 2017; Valtakoski, 2017).
One of the primarily reasons is that SMEs often don’t know how to manage the transition
towards digital servitization in an meaningful way (Baines et al., 2020).

In contrast to generic product and business model development, servitization requires an
integrated development process of the product, the service and the business model (Zhang
and Banerji, 2017). As such, researchers have been emphasizing for a long time that existing
processes and tools are not adequate enough and need to be reconstructed in order to fit
for servitization (Baines et al., 2009; Alghisi and Saccani, 2015; Kowalkowski et al., 2015).
Prescriptive processes and tools for servitization are still underdeveloped (Zhang and
Banerji, 2017; Baines et al., 2020)). Those that do exist, such as service blueprinting, fail to
integrate technology plans within the business planning processes (Berkley, 1996; Cho and
Lee, 2011). As such, despite the developments and increasing influence of digitalization on
servitization, the existing tools for digital servitization can be experienced as impractical
and traditional for the task at hand (Pirola et al., 2020; Favoretto et al., 2022). As such,
despite the studying of (digital) servitization from many perspectives since the late 1990s,
the discipline still lacks a coherent framework that assists practitioners to manage the
(digital) servitization process in a structured way (Khanra et al., 2021).

As a contribution to this gap, we present in this paper an Alpha version of our Structured
Process Framework for Digital Servitization. This framework is co-developed with practical
experts during 2 years of action research involving 8 SMEs in the manufacturing industry.
Our framework is based on process models on servitization and business model innovation
(Frankenberger et al., 2013; Baines et al., 2020) and extended with insights derived from
our own research.

The Digital Servitization Wheel

The basic structure of the framework is a process that consists of six phases: developing a
vision, drafting an ambition, determining a promise (business proposal), developing a
business model, directing experiments and exploiting the business model (Figure 1). The
phases are ideally executed in sequence, but in our experience the Digital servitization
process rarely start with the development of a company vision and frequently skip
subsequent phases in order to hurry to exploitation. We found however that passing over
phases often results in barriers to change which can only be overcome by backtracking and
completion of skipped phases. For this reason the framework urges the user to follow the
specified sequence.
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FIGURE 1 - BMI PHASES

In each phase of the process a specific group of stakeholders plays a predominant role. In
vision development this is the company management, customers play a central role in the
determination of a business proposal (Figure 2).
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The development of a new business model is usually boosted by trends/changes in the
external company environment (Amit and Zott, 2020). These drivers for change can emerge
in different forms, depending on which stakeholder group translates those drivers to a
relevant and urgent need to change (Figure 3). As a result, the initiation of the BMI-process
can start in different rings and radials of the Wheel. For example: the emergence of Al-
technology can be a change-driver for employees, customers or network partners. When
customers introduce Al as a compelling demand (market pull) the company will start the
BMI proces from that angle and create a value propostion (promise) intended to serve the
customer need. In case the starting point of the process is not the development of a vision,
one should always backtrack to the vision development phase and proceed from that point.
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FIGURE 3 - DRIVERS FOR CHANGE
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To complete a phase, two categories of conditions for change need to be met. First, the
company needs to master capabilities needed to perform the tasks associated with this
phase. Failure to master these capabilities will result in an inability to reach the goal of that
phase (Teece, 2007). Secondly it is imperative that the execution of capabilities is supported
by organisational resources, in particular availability of time, funding, managerial mandate
and expert staff (O’Connor et al., 2008). When these conditions are sufficiently met, the
company should be able to deliver an appropriate result for the phase (Figure 4).
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FIGURE 4 - CONDITIONS FOR CHANGE
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Succesfull completion of the phase depends upon yet another factor: the ability to avoid
barriers for change. This consists two specific catagories: the ability to assure the
willingness of the focal stakeholder group and the ability to assure that the focal
stakeholder group possesses the resources, skills and fundig to fullfill their role in the
process (figure 5). In our experience the success of a digital servitization process is highly
dependent on stakeholder commitment. However when network partners are committed
to fulfill their role in a new business model, but lack the resources, skills or corporate
mandate to actually participate, the BMI-proces is destined to fail. In other words: when
stakeholders lack the capacity to fullfill their respective roles in the digital servitization
process, this will result in a serious barrier to change (Ten Have Change Management,
2013). Having dealt with barriers (all lights on green) in one phase it is time to move to the
next phase in the digital servitization process.
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FIGURE 5 - BARRIERS FOR CHANGE
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