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COMMODITIZATION DRIVES VALUE INNOVATION
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This graph illustrates a life-cycle of an innovation.

In the beginning:

1. The value of the innovation is not known (and hence must be shown)
2. There is no active demand

3. There is no competition

4. Buyers are visionaries and early adopters (Moore 1993)

In the end:

1. The value is widely known (and hence is not discussed)
2. There is active demand

3. There is intense competition

4. Buyers are professional buyers

In your opinion, how does this change affect marketing and sales?
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FROM PRODUCTS TO SERVICES

e Sensors integrated into
sports equipments provide
run-time and real-time
information on
performance

e This information can be
used for performance-
enhancing services

e The combination of
product & services is more
valuable for the end-user
than the product only
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Re-energise your kitchen
with Kitchen Stories.

Creativity meets technology with Kitchen Stories and
Siemens.

Siemens is adding intelligence into their kitchen equipment to provide additional services
and integrate the equipment better with their customer’s "life process”.

This is a good example of an attempt to differentiate in a business area, which is highly
commaoditized.

© - Efecto Oy 2013 Rev 13.03 Confidential



Aalto

( JOINT VALUE
k INNOVATION
P

( PERFORMANCE J
o

{ SOLUTION J
PRODUCT J

+ Selling features & + Selling + Consulting & + Mutual dependency
& match with operational + Focus on ecosystem
* Having best customer needs services, performance &
product + Best solution outsourcing competitiveness by joint
» Focus on h
customer
business

This drawing conveys a number of messages:

1. Astarting point for a customer relationship is often a product (or productized service) which is
easy to buy, and involves low risk for the buyer. Customer choice is based on product
differentiators

2. Once the product differentiation is lost while market matures, the next step to differentiate is
by moving to sell more comprehensive solutions, i.e. Product + services to ensure smooth
operation of the product (maintenance, preventive maintenance etc.)

3. Once the solution differentiation is lost, the logical next step is to instead of selling tools for
the customer to run a process, is to take over the process and sell perforemance instead.
Different performance ensuring arrangements also belong to this category.

4. The final stage of differentiation involves mutual dependency and strategic cooperation to
differentiate from other similar industry clusters for competitiveness.
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‘.\, lation study by using%position data of vessels

g in danish straits revealed annual savings potential

4% in fuel cost alone. 1% savings equal to 500M Eur
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GET PAID FOR VALUE, NOT COST

&
This is what we
want to focus g
on
Price can be
anywhere within this

This is what the
buyer wants to
focus on
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Value for

customer

Price

Seller's cost to
deliver the
product or
service
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__ This is what the buyer gets

__ This is what the seller gets
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These are the first six steps of value based influencing.

1. Exercise the value discovery process to uncover value creation opportunities by process
change, skill change, governance change by process outsourcing

2. Prepare for proactive influencing by designing the value proposition and associated
communication tools

3. Approach the right stakeholder with relevant success story for interest to explore

4. Explore the challenges that the customer has already discovered and explore the
significance of the opportunities that the step 1 has discovered

5. Connect the challenges and opportunities identified to a relevant success story for trust,
solution vision, and value impact

6. Quantify the value creation potential
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