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Presenter
Presentation Notes
Welcome Ari Virtanen, former SVP of Kone Corporation, who has been in charge of setting up the business of People Flow Intelligence Solutions. Great to have you here!



The story begins in 1910, when a 
machine repair shop in Helsinki 
became known as KONE, Finnish 
for “machine”.

More than a century later, KONE 
enables the smooth flow of millions 
of people in urban centers across 
the world.

From a machine shop 
to a centenarian with a 
vision

Presenter
Presentation Notes
KONE has a great heritage as a manufacturing company. How would you describe the company’s transition to producing service solutions in the historical perspective? Is it a big separate change, or a continuum of things that have happened in the past?

https://www.kone.com/en/company/history/


International operations

Presenter
Presentation Notes
Are solutions provided everywhere, or are there differences in the market areas?



KONE business model
Value proposition:

Value for the customers during the lifespan 
of the building. 

New equipment business:
• innovative and sustainable elevators
• escalators 
• automatic building doors 
• integrated access control solutions.

Service business:
• maintenance, 
• safety and availability of the equipment in 

operation
• modernization (from replacement of components 

to refurbishment and full replacements).
• people flow planning and consulting services 

Service solutions:
In 2018, KONE introduced a renewed products and 
services portfolio based on a digital platform.: 

1) KONE’s core solutions are interconnected 
through the platform

2) People Flow Solutions are built on the platform
3) Core solution use advanced IoT technologies 

for 24/7 support. 

New equipment; 
53%

Maintenance; 
32%

Modernization; 
15%

Sales by business 2019
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Presenter
Presentation Notes
Q: KONE is known as a manufacturing company that has long received at least half of its revenue from services. What is causing this?A: It is true that KONE has been admired as a leader in the transformation of manufacturing business into the service business. Yet, a large part of service sales come from maintenance services that are statutory for all elevators.That being said, KONE is still one of the pioneers in developing the service business in all of its market areas. It has successfully created a maintenance organization providing safety and availability of the equipment in operation. Also, a big share of services provided by KONE mean modernization of the installed base (from replacement of components to refurbishment and full replacements).The newest part is people flow planning and consulting services.



KONE 
strategy:
winning with
Customers

To be able to bring new solutions and services 
to our customers more quickly, we collaborate 
much more with our partners and customers. 
Our people drive our success in this change, 
which requires us to develop new 
competencies and innovate in new ways.

Customers choose partners who best 
understand their changing needs and help 
them succeed. We understand these 
needs, and offer flexible solutions and 
services which benefit customers and 
users in the best way.

Customers value partners who strive to 
understand and take action to exceed 
expectations. We can make a difference by 
serving our customers better than anybody 
else.

Customers want their partners in 
construction projects and building services 
to be professional, fast and reliable. They 
choose partners that continuously improve 
and focus on what is essential. We 
increase speed and work smarter to focus 
on what is valuable to the customer.

Presenter
Presentation Notes
Q: What is the role of service solutions in the strategy of the company?A: KONE established the mission of providing the best people flow experience for the users of buildings. The solution concept was a key in delivering that promise through actually integrating the essential parts of KONE’s offering into a workable solution that was easy to deploy and that fulfilled this promise to the users.



A turning point in the way from products to solutions

Presenter
Presentation Notes
What triggered KONE’s approach to integrate its products into service solutions in the first place?



(CIO Kati Hagros, 2015)

From standalone products to 
systems

Presenter
Presentation Notes
Are all of the solution modules manufactured by KONE itself?



From individual transactions 
to co-production

(CIO Kati Hagros, 2015)

Presenter
Presentation Notes
How is the solution sales different from the business of selling products?



Visionary development

(CIO Kati Hagros, 2015)

Presenter
Presentation Notes
Q: What do you think, will KONE’s solution platform remain an internal product platform for the company’s offering, or can it become a platform for business that connects partners in the ecosystem serving customers together?A: An open platform connecting multiple actor to serve the customer requires more than an internally functioning product platform. There should be rules for participation, interfaces for both suppliers and the customer, and incentives for all that foster value creation on the platform.However, a product platform, such as the one developed by KONE, could become a platform for business if the customer base served by the platform is big enough, and the value created through the platform for all stakeholders is significant enough to warrant the investment into the collaboration.



Developing a modular 
service solution

• What are the components of KONE's 
modular solution?

• How did KONE develop its People 
Flow solution?

• What capabilities are involved?

• How to organize a solutions business?

Presenter
Presentation Notes
Let's discuss how KONE managed to develop its solution architecture and what were the main challenges along the way…
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KONE People Flow 
Intelligence

Safety

Solutions integrated on top of a product platform 

Presenter
Presentation Notes
So, what existing products of KONE were included in the People Flow Intelligence solution and how?



Towards a modular service solution: 
KONE People Flow

12

KONE’s objective is to offer the best People Flow™ experience by developing and 
delivering solutions that enable people to move smoothly, safely, comfortably and without 
waiting in buildings

Presenter
Presentation Notes
Q: Did KONE invest in a separate R&D project that resulted in the platform for the modular solution, or was the solution engineered along with customer projects?What were the main challenges in developing the solutions?A: The platform was basically developed alongside customer projects, but the management enabled the engineers’ efforts to develop the architecture for the product platform and the necessary core functionality alongside customer projects.This was, however, challenging, and required some pioneering work and entrepreneurial mindset from everybody that were involved into the development.For example, if there was a need for specific programming capacities, such engineers were deployed by the project from other units within KONE.



Explorative and exploitative learning in the solution development process

(Salonen, A., Rajala, R., & Virtanen, A., 2018).

Presenter
Presentation Notes
This figure illustrates the development of the solution over a period of time, from the idea of the solution offering to the design of the solution architecture, and further to establishing a modular production system. Would you like to highlight some events along the way? Follow-up question: Was it easy for everybody to see the company as a solution provider, as KONE has long been an internationally recognized manufacturer of products?



Implementation of the modular solution design 
throughout the KONE value chain

(Salonen, A., Rajala, R., & Virtanen, A., 2018).

Marketing & value 
proposition

R&D Sourcing Sales support Sales

Strategic • Vision of the 
modular solution 
emphasizing the 
value of the entire 
solution for the user

• Ability to create a 
solution design 
that supports the 
modular offering

• Component 
supplier selection 

• Longer-term 
commitment

• Governing local 
resources to 
support key 
component sales

• Comprehending the 
‘big picture’ of the 
value-focusing 
offerings

Operational • Communication of 
the value (incl. 
through-life benefits) 
of the solution

• Modular structure 
of core (make) and 
peripheral (buy) 
elements

• Partnership 
contracts based on 
frame agreements

• Guidelines for the 
integration and 
implementation of 
the product family

• Integration with new 
stakeholder groups

• Sales process 
management when 
components sold 
over a period of time

Technical • Branding
• Combining third 

party elements into 
the offering

• Support for the 
derivative 
solutions by the 
platform

• Interfaces

• Bidding criteria
• Safeguarding the 

conformance of the 
components with 
the platform 

• Knowledge of and 
support for third-
party elements

• Sales configuration 
tools to manage 
readily available 
options

Presenter
Presentation Notes
Q: What do you think are the key competencies that enable success as a solution vendor?A: I think the key is the so-called through chain capability. There cannot be any missing links between the entrepreneurial idea and the implementation of the solution at the customer site. First, the value proposition development is an important part of developing service solutions. That is, the visionary creation of the solution concept is needed. Similarly, if the vision does not reach the customer by a sales engineer that really understands the logic of serving the customer with the solution, almost all other efforts are wasted. This is a big challenge indeed, because solution sales is quite different from product selling.Also, the important parts of R&D, component development and sourcing, and sales support are keys in realizing and leveraging the value of the solution.



Modular delivery through existing sales teams

Ensto Oy Board 19.12.2018 - confidential / Ari Virtanen

Product 
Business Unit 

Customer

Product 
Business Unit 

Solutions Development(SVP Ari Virtanen, 2018)

Presenter
Presentation Notes
Then how should a company organize itself as a solution provider?



Solutions may include 3rd party products
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Ensto Oy Board 19.12.2018 - confidential / Ari Virtanen

Product 
Business Unit 

3rd party

Customer

Product 
Business Unit 

Solutions Development(SVP Ari Virtanen, 2018)



A solution business unit with its own offering
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Ensto Oy Board 19.12.2018 - confidential / Ari Virtanen

Product 
Business Unit 

3rd party
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Solutions Business Unit

Product 
Business Unit 

Solution offering(SVP Ari Virtanen, 2018)



Key takeaways

• Project-based integration can precede 
modular solution design

• A modular solution requires architectural 
design of the solution

• Modular production system calls for active 
network management

• Transforming a manufacturing business to 
a solution business requires that solution 
components resemble products

• Modularity enables ambidexterity



Project-based integration can precede 
modular solution design 

• Development of the solution architecture is possible alongside 
customer projects but requires extra effort

• Development is costly but rewarding in the long run

Presenter
Presentation Notes
How is the modular solution different from integrating building components to each other at the construction site?



A modular solution requires architectural 
design of the solution

• The optimal architecture may not immediately be clear

• Core components are subject to continuous incremental 
development

• Interfaces need to be standardized, preferably digital 
(software-based)

• Search for new peripheral components based on continuous 
exploration

Presenter
Presentation Notes
How are the modules integrated into the solution in the KONE solution? 



Modular production system calls for active 
network management

• Formation of technical and operational interfaces requires 
relationship-specific investments

• Stronger network ties with selected suppliers

• Weak links are maintained through project specific integration 
to respond to highly heterogeneous customer needs



Transforming a manufacturing business to 
solution business requires that solution 
components resemble products 

• Manufacturers should effectively utilize their highly effective 
processes through which to design and deliver the core 
solution components

• Failure to conform to this ”manufacturing logic” marginalizes 
solution business into project business and limits is 
transformative potential

• Sales engineers may find the solution easier to comprehend if 
the components are like products

Presenter
Presentation Notes
How do the salespeople perceive the sales of complex product-service solutions as compared with product sales?



Modularity enables ambidexterity

• Modularity allows for ambidextrous performance of the 
organization, because 
the architectural design and the search for new modules are 
explorative activities, 

and the production of chosen modules can be based on 
exploitative learning.

• Hence, ambidexterity of the organization contributes to the 
success of the solution business by combining explorative 
and exploitative approaches to learning

Presenter
Presentation Notes
Ambidexterity of an organization is not easy to achieve. Q: Why modularity provides an interesting approach to ambidexterity?A: In a modular production system, some units may go 100% toward explorative innovation, while other units may focus on incremental improvements of the current processes and resources.



Additional readings

• Salonen, A., Rajala, R., & Virtanen, A. (2018). Leveraging the benefits 
of modularity in the provision of integrated solutions: A strategic 
learning perspective. Industrial Marketing Management, 68, 13-24.

• Rajala, R., Brax, S. A., Virtanen, A., & Salonen, A. (2019). The next 
phase in servitization: transforming integrated solutions into modular 
solutions. International Journal of Operations & Production 
Management. 39(5), 630-657.


	From products to service solutions
	Slide Number 2
	International operations
	KONE business model
	KONE strategy:�winning with Customers
	A turning point in the way from products to solutions
	From standalone products to systems
	From individual transactions to co-production
	Visionary development
	Slide Number 10
	Solutions integrated on top of a product platform 
	Towards a modular service solution: �KONE People Flow
	Explorative and exploitative learning in the solution development process
	Implementation of the modular solution design throughout the KONE value chain
	Modular delivery through existing sales teams
	Solutions may include 3rd party products
	A solution business unit with its own offering
	Slide Number 18
	Slide Number 19
	Slide Number 20
	Slide Number 21
	Slide Number 22
	Slide Number 23
	Slide Number 24

