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ABSTRACT

Heffernan, Johanna. 2010. Productisation and Commercialisation Plan for Pharmatory
Ltd.’s New Service. Master’'s Thesis. Kemi- Tornio University of Applied Sciences.
Business and Culture. Pages 30. Appendices 1-3.

The objective of this thesis is to make a productisation and commerciaisation plan for
the case company Pharmatory Ltd.’s new service. The company is planning to introduce
biocatalysis into its service portfolio. The research questions of this thesis are 1) How to
productise a service? 2) How to commercialise a service? and 3) How to productise and
commercialise biocatalysis service?

The methodology used in this thesis is document analysis and lead user theory. Market
studies conducted in the target market were analysed. Also, for the empirical part of the
thesis, a lead user method was carried out. The theoretical framework of the thesis is

based on the theories of productisation and commercialisation of services.

As aresult of the thesis, a productisation and commercialisation plan for Pharmatory
Ltd’s new service was prepared. The suggestions for the productisation and
commercialisation of the service were introduced as well as preliminary pricing for the

new service. Finally, some future devel opment activities were suggested.

As a conclusion, the case company is suggested to move towards the introduction of
biocatalysis service. The addition of the new service will enable Pharmatory Ltd. to
explore new business opportunities, increase profitability and competitiveness in the

European market.

Chapters 4 Analysis of the Target Market and 5 Productisation and Commercialisation
Plan for Biocatalysis are not published in their full length in the Library version because
the information in them is classified as confidential. Chapters 4 and 5 are attached in the

Appendices in their full length. The Appendices are not published.

Keywords: productisation, productising, commercialisation, commercialising,
biocatalysis



ACKNOWLEDGEMENTS

| would like to thank the case company Pharmatory Ltd. for providing such an
interesting case to work on. It has been fascinating to be involved in this process.
Especialy | would like to express my sincere gratitude to Dr. Jaana Karjalainen and Dr.

Heikki Hassila for their valuable input when writing this Thesis.

| thank my thesis supervisor Mr. Anthony Okuogume for his support and advise
throughout the project. Also, | want to thank Dr. Pirjo Alatalo who helped me to

successfully complete this process.

Last but not least, on a personal level, | want to thank my family for their

encouragement and patience, and for al their love.



CONTENTS

ABSTRACT
ACKNOWLEDGEMENTS
LINTRODUCTION ...cctie et e et e s e e s s e e sne e e snse e e snnneesnreeeanseeennns 5
1.1 Motivation and Background ............ccceeceeieiieieiie e 5
1.2 Research Objectives and Research QUESHIONS .........ccoovrierienenie e 6
1.3 SIrUCIUre Of tNE TNESIS ... 8
2 METHODOLOGY ...otiiieiieiiiieiee sttt sttt sae st s st ae e ebesae s esessesaesessenes 9
2.1 Data Collection and ANBIYSIS........cciverieiierieeieseese e seesie e seesse e sseesaesseesseeseens 9
2.2 The Lead USer MEthOO .......ccccviiiiiiieiiic ettt 11
3 THEORY OF PRODUCTISATION AND COMMERCIALISATION.........cccveenneen. 14
3.1 Theory of ProdUCISBLION.........cccoceeieeieeciese ettt 17
3.1.1 Product Devel OpMENt PrOCESS .......ccciiriiriirierieniesieeieeee e 18
3.2 Theory of CommErCialiSaiON ..........eeieeieieeie et 20
4 ANALY SIS OF THE TARGET MARKET ...oooiee et 23
5 PRODUCTISATION AND COMMERCIALISATION PLAN FOR BIOCATALYSIS
SERVICE ... oottt sttt sttt b e st et se st et e st ete st e e eseebe s eneebesreneenennas 24
B CONCLUSIONS..... ..ottt se et sesbeseenenneneas 25
6.1 Limitations and Further Development ............ccceieeiieeiie e 26

REFERENCES ... .ottt n e n e s sneen e 27



1INTRODUCTION

1.1 Motivation and Background

It is said that successful and innovative companies want to work with partners with
similar qualities. Companies can improve their position as a desired or preferred partner
by improving their service offering and competence. As Feeny, Lacity & Willcocks
(2005; cited in Zerbini, Golfetto & Gibbert 2007, 784) state, the key drivers in the
supplier selection in business markets are suppliers competencies and resources. In
order to remain competitive, companies have to be able to differentiate themsel ves from
competitors. Pharmatory Ltd is one of the companies aiming at differentiating itself by

improving the service offering.

The case company in this thesis is Pharmatory Ltd (henceforth Pharmatory).
Pharmatory is a contract service provider in the field of pharmaceutical manufacturing.
The company offers services in the field of synthetic organic chemistry. The main
services of the company are process research and development, and current good
manufacturing practise (cGMP) contract manufacturing of active pharmaceutical
ingredients (APIs) and key intermediates. The company can provide services for
different kinds of companies. biotech companies, smal and medium sized
pharmaceutical companies, big pharmaceutical companies, and research institutes. The
company’s facilities are located in Oulu. The main market area is Europe; the company

does not have any sales activities outside of Europe.

My personal involvement in the company is a strong motivational factor in the writing
of this thesis, because | work at Pharmatory as International Marketing and Logistics
Manager. Also, a lot of the data is originating from my own persona working

experience and observations while working for this company.

The starting point and the background for the thesis were to explore how well
Pharmatory could take advantage of the existing knowledge and resources within the
company in order to create profitable business. Jaakkola, Orava & Varjonen (2007, 3)
suggest that companies should actively seek information about the needs of their

customers, the situation at the field of business, the trends and competition in the sector
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when making strategic choices. The case company wants to be in the frontline among

service companies who are offering innovative solutions for the pharmaceutical and

biotech industry in solving complex chemical problems.

For the development of biocatalysis in the case company, Pharmatory has received
funding for this internal project from the Finnish Funding Agency for Technology and
Innovation (TEKES). The project enables the ations necessary for the company to

explore the possibilities of the introduction of biocatalysis into its service portfolio.

1.2 Research Objectives and Research Questions

In this thesis, market is studied for the level of demand for this kind of service as well as
the level of competition in the field of biocatalysis. This is done with the help of the
data derived from the company’s own market studies. The general objective of the
thesis is to make a productisation and commercialisation plan for Pharmatory’s new
service product for the chosen target market. The more specific objectives of the thesis
is to study the processes of productisation and commercialisation of a service, to study
the target market in terms of supply and demand, and finally to come up with a plan for

productisation and commercialisation of the new service of Pharmatory.

Pharmatory is planning to introduce a new service product, biocatalysis, into its service
portfolio. Biocatalysis is an environmentally friendly and cost-effective way of
manufacturing chiral, complex compounds. The introduction of biocatalytic reactions
and the usage of enzymatic catalysts in the manufacturing of active pharmaceutical
ingredients and intermediates would offer the customers a faster synthesis route for their
complex compounds and provide an aternative method of chemical synthesis. By
adding this service into the service portfolio of the company, it would help the company
to serve a wider range of customers, and to utilise the existing infrastructure and

equipment more efficiently.

European companies working in the field of contract services for the pharmaceutical
industry have widely similar services palettes in terms of technology, size and chemical
capabilities. In the tight market situation, the companies have to be innovative and

differentiate themselves from their competitors. This is possible through widening the
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service offering to niche areas and specia technologies. The companies might have

good ideas about how to do this, but another process is to turn the good ideas into
successful products and services. In literature discussed below, the process of turning an
ideainto a sellable product is called productisation.

Simula& Lehtiméki & Salo (2008) describe the process of productisation, in other
words the formation of a product/service, as well as the relation between productisation
and commercialisation. There are two types of activities within productisation: inbound
and outbound activities. The inbound activities consist of activities inside the
organisation, and the outbound activities are to improve the visibility and concreteness
of the offering for the customers. (Simula et a. 2008.) Finadly, the practical activities
related to the processes of productisation are studied and the theories of marketing

competence will be incorporated in the commercialisation part in this thesis.

The term commercialisation is, according to Lehtimaki, Simula & Salo (2008, 3) used
in situations where the sole purpose is to discuss how to bring novel technologies into
profit making position: technology might already have some applications or just being
in search of ones. Commercialisation means introducing a new technology or product to
the market, and it is broader and more marketing related concept than productisation
that, in turn, concerns both marketing and engineering. (Simula et a. 2008). In this
thesis, commercialisation is discussed in the point of view of marketing, sales and
launch activities.

The research questions below are put forward in line with the objectives of this thesis.
Consequently, the research questions are formulated as follows: 1) How to productise a
service? 2) How to commercialise a service? and 3) How to productise and

commercialise biocatalysis service?

The methodology in this thesis is mainly based on document analysis and lead user
method. With the help of the document analysis, the target market, competitive situation
and market opportunity will be studied. The lead user method will be used in order to
have an insight to he views of the potentia customers for the productisation and
commercialisation processes. The theoretical framework in this work is based on the
theories of productisation and commercialisation of professional services, as well as

managing service innovation and new product development.



The objective of the thesis is to create a productisation and commercialisation plan for
the new service product of Pharmatory for the selected market: Germany and the United
Kingdom. The selection criteria are the size of the market and the level of activities of
Pharmatory in the selected countries. The companies to be targeted are categorised in
three groups: 1) small biotech companies, 2) medium-sized pharmaceutical companies
and 3) big pharmaceutical companies. The logic behind the divison to groups
mentioned above is the same as the case company uses when segmenting its potential
customers. The purpose of the thesis is to introduce a productisation and
commercialisation plan for the new service that enables the synthesising of complex

compounds with the help of enzymatic processes.

1.3 Structure of the Thesis

In chapter 2, the methodological decisions and techniques are explained. The theoretical
framework and the key concepts are presented in chapter 3. Chapter 4 s concentrated
on the current situation at the target market and analyses the environment the company
is acting in. The actua findings of the research, the productisation and
commercialisation plan for Pharmatory’s new service is presented in chapter 5. Finaly,

chapter 6 concludes the thesis.

The chapter 4 includes information about the target market, competitive environment
and market opportunity. Chapter 5, as the title states, includes the productisation and
commerciadisation plan for the new service and is regarded as intra-company knowledge
that is not public knowledge. Therefore, the topics in chapter 4 and chapter 5
respectively are written out in Appendix 1 and Appendix 2, and the appendices are
separated from the thesis. Due to the issue of confidentiality, they are not published
through the Kemi- Tornio University of Applied Sciences Library database.



2 METHODOLOGY

In the following chapters, the methods of data collection and analysis, as well as the
lead user method are defined in detail.

2.1 Data Collection and Analysis

As the thesis studies productising and commercialising of a service, this thesis is a
qualitative case study. According to Ghauri (2004, 109), a case study is both the process
of learning about the case and the product of our learning. Additionally, Ghauri (2004,
111) states that case studies are used for many ‘how’, ‘why’ and ‘what’ questions.
According to Yin (2003, 22) the questions ‘how’ and ‘why’ still do not justify the usage
of a case study as a research method, as they do not point out what to study. The fact the
researcher is meant to deliver some propositions determines the type of evidence to be
collected in the study (Yin 2003, 22). As the research questions of this thesis are ‘How
to productise a service? ‘How to commercialise a service? and ‘How to productise and
commercialise biocatalysis service? a case study approach is a well suited research

method for researching those questions.

Case studies also involve data collection for multiple sources (Ghauri 2004, 109). As
the thesis is based on information from multiple sources such as market studies and
information derived from the lead user method, the data is collected and analysed
throughout the whole thesis process. The data to be analysed will be primary, when
derived through the lead user method and observation, and secondary, as the market

information will be gathered through documentation.

Yin (2009, 101) lists six sources of evidence in a case study: documentation, archival
records, interviews, direct observation, participant-observation and physical artefacts.
Yin (2009, 103) considers the following types of documentation as source of evidence
in a case study: letters, email correspondence, agendas, reports and other internal
records, formal studies, news clippings and articles. In this thesis, the sources of

evidence used will be documentation and both direct and participant observation.
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The types of documentation used in this thesis are market reports, articles, newsletters,

company brochures, and other related documentation. The market reports will be
compiled for Pharmatory and the information in the market reports are from the chosen
market areas specified in chapter 1 Introduction. The information is hence detailed and
accurate. The articles and newsdletters handle biocatalysis in general and its applications
in the present and in the future. The articles also discuss the attitude and future trends in
biocatalysis and its application in the manufacturing of complex chemicals as

intermediates or pharmaceutical ingredients.

Yin (2009, 109) differentiates the two forms of observation as follows: “observations
can range from formal to casual data collection activities’ and direct observation can
involve “observations of meetings’, “through a field visit” or the like. Participant
observation “is a specia mode of observation in which you are not merely a passive
observer”. In fact, the researcher can have a variety of roles within or participate in a
study situation. (Yin 2009, 111.)

The data derived through both direct and participant observation is the data gathered in
meetings, conferences, workshops and other situations of interaction. More precisely,
the situations where direct observation occurs in the case of this thesis are conferences
and exhibitions, where one can be a neutral observer. Participant observation is used in
meetings with industry professionals and other representatives of companies working in
the field of pharmaceuticals. The method of observation was chosen instead of recorded
interviews, because it was thought that the outcome of the discussions in the meetings
would be richer and more reliable. According to Zerbini et al. (2007, 786) in the Latin
cultural context conversations may become rich and confidential, but only within the

boundaries of the oral tradition.

In this thesis, the data to be collected through observation is to find out the genera
opinions about biocatalysis anong companies, and to have further knowledge about the
current competition. According to Yin (2003, 92) the data collection through direct
observation can occur in formal or in less formal way. Less formal observation can
occur in situations when other evidence is being collected or when the purpose of the

situation in question is not primarily the observation (Yin 2003, 92).
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The analysis of the documents will be analysed by using the strategy of relying on

theoretical propositions. This approach suggests that it is the theoretical orientation that
guides the case study analysis. (Yin 2009, 130.) Hence, the design of this case study is
that of a critical case study as it is following and testing a well-established theory (Yin
2003, 40). The theoretical framework is defined in chapter 3 Theory of Productisation

and Commercialisation.

According to Eriksson & Kovaainen (2008, 130) there are severa different analytic
techniques in case studies, including the following: content analysis, critical incident
analysis, conversation analysis and (rhetoric, narrative and) discourse analysis. On the
other hand, Yin (2003, 116-137) discusses the following five different specific
analytical techniques: pattern matching, explanation building, time-series analysis, logic
models, and cross-case synthesis. In this thesis, the analytical method is explanation
building, the goal of which is not to conclude a study but to develop ideas for further
study (Yin 2003, 120). Since the aim of the thesis is to present a productisation and a
commercialisation plan for the company’s new service, it is a topic that — in order to
remain competitive in the future, too — has to be developed continuously as the market

changes and as the company develops its skillsin the field of biocatalysis.

2.2 The Lead User Method

The methodology chosen for the productisation in this case is the lead user method by
Churchill, von Hippel & Sonnack (2009). As biocatalysis as a means of manufacturing
complex chemicals in the pharmaceutical industry is fairly new, the lead user method
was chosen to be the framework for the productisation part of the thesis. The analysis of
the environment and the market will be the starting point for the productisation and

commercialisation plan.

The lead- user theory is based on product development by a chosen group of lead users.
Hence, the lead user method is an alternative way for concept development. Therefore, a
group of lead users, who would become involved in the concept development, will be
identified. The lead user method (Churchill et al. 2009) has four stages: 1) selection of
the project focus and scope, 2) identification of trends and needs, 3) collection of needs

and solution information from lead users, and 4) concept development with lead users.
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The data derived from the market studies of the case company and the data derived from

the lead user theory will determine the commercialisation and productisation plan.

During the first stage, the management of the company are to define the target market
and the target product/service to be developed with the lead user method. Also, the
goals of the project are set. The team for the project is also appointed in the first stage.
The more varied the expertise is within the group, the better the end result will be since
the information will be acquired from and applied in different fields. (Churchill et a.
2009, 29-30.)

In the second phase, the team investigates the market and the trends in-depth, in order to
be able to choose the exact target trend / phenomenon / need to be investigated further
in the study. During the second phase, the team might identify some key experts to be
interviewed about the market trends and their need to obtain the needed information.
(Churchill et al. 2009, 33-35.)

The third phase is about acquiring deeper understanding about the needs and solutions
of lead users and creating preliminary concepts regarding the identified needs and
preliminary solutions. Moreover, the purpose of the third phase is to verify that the need
and the intended solution mean a good business opportunity. This idea is then
introduced to the management to make sure that the proposition is in line with the
business interests. (Churchill et al. 2009, 38-39.)

In the fourth and the final phase of the lead user method the ideas and solutions are
refined in order to be able to present a product or service proposal. The proposal should
include the following items. the design of the new product/service, the data confirming
the commercial potential of the concept, and an idea how the product/service will be
developed and produced. In order to achieve these goals, a lead user workshop can be
held. (Churchill et al. 2009, 39-40.)

According to Von Hippd (1988; cited in Churchill et a. 2009, 9), lead users have new
product or service needs earlier than the bulk market, and usually they want to develop
them themselves before they become available commercially, because they expect to

benefit from it significantly. However, the lead users are categorised in different types,
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as sometimes the lead users are not active in the target market, but in related markets or

even outside the industry. (Churchill et al. 2009, 10-11.)

The advantages in the usage of the lead user method are that gives access to valuable
inside information possessed by the lead users and an insight to what the lead users
really value and think about the new idea/innovation/product prototype. All in all, the
lead user method allows the company to gain a more accurate understanding of the
market and the needs of their customers than other methods, as the users themselves are
involved in the development of the new product or service (Churchill et a. 2009, 5-6,
24.)
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3 THEORY OF PRODUCTISATION AND COMMERCIALISATION

The theoretical framework in this work is based on the theories of productisation and
commercialisation of professional services, as well as managing service innovation and
new product development. In the Introduction chapter, the concepts of productisation
and commercialisation were introduced. In the following paragraphs the theoretical
framework and other related concepts are defined and made relevant from the point of

view of this thesis work.

According to Trott (2002), innovation is the management of all activities involved in the
idea generation. These include technology development, manufacturing and marketing
of a new (or improved) product, manufacturing process or equipment. If the new ideas
within the company are not commercialised, they will not benefit the company. (Trott
2002, 12.)

Bessant & Davies (2007) suggestions about managing service innovation will be used
in this work in order to define how to turn an innovation in to a service. For an
innovation to become a successful product, it has to be both innovative as well as
responding to customers needs. According to Bessant & Davies (2007, 65), in the
context of service innovation the search for and use of demand side knowledge is
critical. When creating and developing a new product, the end-user knowledge is vital
in order to help the product’s adaptation in the market. Bessant & Davies (2007, 65)

sate that end- user understanding and empathy are essential to success.

Innovation in services can take many forms. Bessant & Davies (2007, 66) divide the
innovation in to different categories. product innovation, process innovation, position
innovation and paradigm innovation. When thinking about biocatalysis, one could
categorise it in to product innovation, since it is anticipated to be the new service
product of the case company. On the other hand, it is a process innovation, as the same
end result — manufactured pharmaceutical ingredient — is achieved by using a different
method and a different process. In this particular case company, biocatalysis is a merge

of both product and process innovation.
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The drivers for innovation can be various, but Bessant & Davies (2007, 88) present the
following three drivers. servicisation, customisation and outsourcing, regarded as core
trends. The trend of outsourcing in different fields of industry has been increasing. By
outsourcing various operations companies can either benefit through transactional
outsourcing or strategic outsourcing. Transactional outsourcing can occur in cases
where standard operations are outsourced for less that it would be in-house. Strategic
outsourcing occurs with more complex operations. According to Bessant & Davies
(2007, 91) strategic outsourcing can produce innovations because the operations might

require the creation of novel solutions that often are “co-created with end-users’.

Biocatalysis is a rather new method of manufacturing complex chemical compounds,
and it has not been widely adapted in drug development companies. Neither is it seen as
an option for the traditional chemistry. Therefore productisation and more over, having
an end-user view in the developing of the new service is essential. For this particular
reason, the lead user method by Churchill & von Hippel & Sonnack (2009) will be used
both as a theoretical framework and as a research method and a data collection tool in

the productisation of the new service.

Being able to keep customer satisfied also means offering services that they need. Trott
(2002, 172) states that products / services are the vital ingredients of a company’s
market offering and they are in fact the vehicles for providing customer satisfaction.
Therefore it is essential to have services / products that the customers feel are useful and
worth buying (Trott 2002, 172).

In view of the terminology used in the thesis, the offering, in this case a service,
biocatalysis, can be referred to as service or a service product. According to Ojanen,
Salmi & Torkkeli (2007, 6), productisation of professional services means “services and
their production processes are more specific and more carefully designed, so that
services can be seen as service products’. Instead of using the term “service product”,
Lusch, Vargo & O’'Brien (2007, 6) refer to service as “a stand-alone variable’” and

“primary focus of exchange”.

The article by Bessant & Davies (2007) also makes a difference between the language

used when discussing either a traditional manufacturing or a service innovation.
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According to Bessant & Davies (2007, 65), the terminology used in the context of

innovation taking place within services is less familiar. Table 1 below illustrates these

differences.

Table 1. Language differences between manufacturing and service innovation

Coreinnovation concept

Manufacturing

Services

Search for new possibilities

R&D, laboratories,
prototyping, test-beds, pilot

plants, simulation etc.

User- needs analysis,
empathic design, concept
testing, pilot studies,
ethnography

Strategic selection and
resource allocation to

projects

Portfolio tools, bubble

charts, risk/reward matrices

Business case devel opment

Implementation of

innovation projects

Stage gate models, NPD
systems, heavyweight

project management,

New service development
systems, test marketing,
beta testing, market

concurrent engineering, development teams
design for manufacture and
assembly, CAD/CAM, etc.

Process innovation tools L ean production and Business development,

supply, kaizen, total quality
management, Six Sigma,
etc.

process excellence

Asit can be seen in Table 1 above, the demand side information is emphasised morein

the service innovation process than in the traditional product manufacturing process.

The end user knowledge in service innovations is vital in order to succeed. (Bessant &

Davies 2007, 65.)

Even though productisation and commercialisation are interrelated concepts, they are
separated in the theoretical and in empirical part of this thesis for clarification in the
discussion to follow in the sub-chapters 3.1 and 3.2 respectively.
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3.1 Theory of Productisation

In literature, productisation is described as “a transformation of research results into a
technology with an application purpose and/or a transformation of a technology into a
product” (Fontes 2003, 343). In this case study more precisely, the result is a service,
“which is then brought to the market” (Fontes 2003, 343), in order to deliver the service

to the customer more efficiently (Cusumano 2008, 26).

According to Simula, Lehtimdki & Salo (2008, 5), productisation is packaging the
offering, technology or service into an understandable format. Also, it is about defining,
describing, improving and continuously developing the offering. Hence, productisation
is used in a situation where a service company wants to “modify its intangible service
promise towards a more clearly defined outcome” (Simula et al. 2008, 4). Moreover,
Parantainen (2007, 11) defines productisation as a process the result of which is know-
how or expertise is turned into a marketable and sellable product. This is what
Pharmatory is aiming at achieving with biocatalysis.

Simula et a (2008) discuss the two types of activities within productisation: inbound
and outbound activities. As explained in the introduction part, the inbound activities
mean activities inside the organisation, and the outbound activities are the visibility and

concreteness of the offering for the customers. (Simulaet al. 2008.)

The inbound activities include all the activities within the organisation for making the
product. Inbound activities could be for example designing the service or product,
engineering activities related to it or testing the prototype. All these activities can be
summarised as an ability to make. (Simula et d. 2008.) In the thesis, the inbound
activities mean the activities related to the research and development of the new service
in both theory and practise. In the case of Pharmatory, the testing of the chemical
reactions and the training of personnel to work with the new kind of chemical reactions

are examples of inbound activities that the company has to take.

The outbound activities are about the ability to sell. Activities such as branding, pricing,
advertising, marketing, sales tools and logistics are outbound activities. Many of those
can be categorised under the commercialisation part of the theoretical framework, as the

purpose of the outbound activities is to make the product or service commercialy
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available for a company’s clientele. However, the outbound activities of productisation

enable the product or service to be made commercially available, and therefore are
classified as part of productisation. (Simula et al. 2008.) The outbound activities in this
thesis are mostly related to marketing, productising and commerciaising of the new
service, hence al the activities that are necessary that the service can be made available
and sellable to Pharmatory’ s clientele.

Figure 1 illustrates Jaakkola, Orava & Varjonen's (2009, 15) perception of the inbound
and outbound activities as a service process. According to Jaakkola et al. (2009), service
process means the activities — both the intra.company processes and the external
communication process with the customer — related to the productisation of services.
The inbound activities are referred to as the back office activities in Figure 1 below.

Similarly, the outbound activities are described as front office activities.

“Back office” “Front office”

Outbound activities /
Inbound activities / External communication

Intra-company processes process

Service process

Figure 1. Service process as an entity

Jaakkola et al. (2009, 15) state that not all the processes related to productisation are
visible to the customer. Both inbound and outbound activities are equally important in

the productisation process.

3.1.1 Product Development Process

According to Ulrich & Eppinger (2008, 13-15), there are six stages in the product
development process. These stages are planning, concept development, system:level
design, detail design, testing and refinement, and production ramp up. Even though
these stages are mainly used for the product development of an actual, tangible product,

these can also be applied to the development of services.
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In the first phase, planning, the assessment of the technology development and market

objectives is done with the purpose of preceding the project approva and the launch of

the whole development process. (Ulrich & Eppinger 2008, 13.)

The second phase, concept development identifies the target market’s needs, and the
preliminary testing of concepts is done in order to find the most feasible one. One of the
key aspects of the second phase is to come up with a concept that can be brought

forward by the company. (Ulrich & Eppinger 2008, 15.)

The third and the fourth stage are system level design and detail design respectively.
The two stages consist of product architecture, functional specification of the product
and complete specification of the product and a process plan. (Ulrich & Eppinger 2008,
15.) These phases can also be applied to the development of services, just bearing in
mind the differences of the content in the activities.

The fifth stage, testing and refinement phase, should answer the questions about
performance and reliability. According to the test results, the product — or service in this
thesis— can till be refined and altered. (Ulrich & Eppinger 2008, 15.)

The last stage, production ramp up, is the fina stage where both inbound and outbound
activities of the productisation are culminated: the work force is trained, the fina errors
in the processes are solved, and in most cases the service is only produced to preferred
customers. In this case study it means the lead users involved in the concept
development. The marketing and commercialisation activities also kick off in this stage
in the form of launching the product or service, to make it available for the clientele.
(Ulrich & Eppinger 2008, 15.)

The product development process needs some alteration when used in the development
of a service. Hence, the product development process is more intended for the
development of a product rather than a service and its technicalities. Moreover,
compared to the lead user method, the conventiona product development process is a
less informative process, in view of the opinion of the users of the service themselves.
As mentioned before, in chapter 3 Theory of Productisation and Commercialisation, the
service innovation process emphasises the demand side knowledge. In terms of

productising a service, the service has to be packaged into an easy-to-sell concept.
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According to Parantainen (2007, 39) the first three issues to consider, when starting a
productisation process, are to determine how to distinguish from the competitors in a
way that the customer finds it easy to choose you. Secondly, one must determine how to
pack one's services into entities, and thirdly, how to remove the feeling of risk that the
customer might have. (Parantainen 2007, 39.)

In order to succeed in productisation, the following determinants have to be defined
early on: the price, the content of the service itself, and the person responsible for the
service. These basic features are the basis of the process, and if these are not clearly
defined, there is arisk that the productisation process will fail (Parantainen 2007, 25.)

On the other hand, despite that the corner stones of the new service have to be in place
before the selling and commercialisation can start, the productisation process does not
have to be finalised. As the lead user method is used in the productisation process, the
commerciaisation and sales can already start. According to Parantainen (2007, 33) one
good way of starting the commercialisation before productisation is finished, is to offer
a prototype or a pilot project — as in the case Pharmatory in this thesis — to the customer.
In practise this would mean that the customer provides a real life problem to be solved
by the company and gets something in return, whether it is extra services, or concept

development for a more interesting fee.

3.2 Theory of Commercialisation

In business life, the innovation has to be turned into a product. The process of turning
an idea or an innovation into a product is productisation. The product or service can
then be commercialised, which means it can be made commercially available for a
company’s clientele. In this chapter, the process of commercialisation of a service is
investigated.

Commercidisation is a broad term, but as mentioned in chapter 1.2 Research Objectives

and Research Questions, in this thesis, mmmercialisation is discussed in the point of
view of marketing, sales and launch activities. The term commercialisation is often

mixed with the term launch, as they are both used in literature in the context of new
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product (or service) introduction. The term launch is currently often used to cover a

broad range of marketing activities, whereas its' actual meaning would be related to
commercialisation. Commercialisation is a term that is more related to new service
introductions, it describes relatively longer time frame than launch. (Lehtiméki et al.
2008, 2, 6.)

In this thesis, the term commercialisation consists of all the activities that are related to
making the service or product commercial. These activities include the launching of the
service, and al marketing and sales activities. A company has to plan how and where to
market it, but also how to sell the competence. Pharmatory already has established
marketing and sales channels, and therefore there is no need to change them. The most
important agpect in the future commercialisation of the new service is the marketing and
selling of competence. According to Borghini & Rinallo (2003, 1), during purchasing
decisions, customers consider the supplier’'s resources and competencies to be more

important than the product characteristics themselves.

The key of all commercialisation is communication. The decisions about the marketing
and sales strategies are dependable on communication. Borghini & Rinallo (2003, 2)
explain the concept of competence-based-communication (henceforth CBC) approach.
This approach means that the companies should develop communication processes
focused on communicating a set of resources and capabilities that can create added
value for the customer. In other words, the communicating of competence can also be
seen as marketing of competence. Marketing of competencies looks into tools and
processes that firms can use to promote and sell competencies in business-to-business
relationships (Gibbert, Golfetto & Zerbini 2006; cited in Golfetto & Gibbert 2006, 906).

The most important aspect of CBC, according to Borghini & Rinallo (2003, 13) is the
role of sales personnel in business-to-business marketing communication and selling,
whether it is through personal visits or presence at the exhibitions or trade shows. The
direct communication with the service providing company is important in creating a

successful and useful pre-purchase experience for the customer.

Additionally, in heavily scientific fields of business — like the case company operating
in the contract services for pharmaceutical and medical industry — the scientific

references and support increases the reliability and reputation of a supplier. A strong
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scientific background and know-how is the most important proof of the supplier's

scientific competence. (Borghini & Rinallo 2003, 14.)

As was mentioned above, in addition to the direct communication to the customer in the
form of personal meetings, also trade shows and exhibitions are an important place for
communication for companies. Borghini & Rinallo (2003, 1) use the term “experiential”
tools for marketing activities that allow the customer to test and anticipate a supplier’s

services.
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4 ANALY SIS OF THE TARGET MARKET

Biocatalysis, the planned new service of Pharmatory, will be described in this chapter,
in order to clarify the advantages related to the use of biocatalysis. The advantages
listed in this chapter are backing up the interest of Pharmatory to move towards this
technique. The competitive environment is analysed, as well as the target market is
defined. Finally, the market opportunity for Pharmatory in the field of biocatalysis is
analysed.

In compliance with the case company’s instructions, the findings and results of the
analysis of the target market are regarded as confidential information. Deriving from
this requirement, the findings and the analysis are written in Appendix 1, which is not
published through the Library databases of Kemi-Tornio University of Applied
Sciences.
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5 PRODUCTISATION AND COMMERCIALISATION PLAN FOR BIOCATALYSIS
SERVICE

In this chapter the background for this process is clarified. Additionally, the progress of
the lead user method is presented up to date. The productisation and commercialisation
plan for Pharmatory’s new service is presented with suggestions on the service
packages and pricing techniques, and finally an action plan regarding the

commercialisation activities is introduced.

The full productisation and commercialisation plan is written out in Appendix 2.As the
plan is regarded as confidential information it is not made public through the databases

of Kemi-Tornio University of Applied Sciences.
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6 CONCLUSIONS

The objective of the thesis was to introduce a productisation and commercialisation plan
for Pharmatory Ltd.’s new service, biocatalysis. Biocatalysis is seen as a fast and
environmentally friendly way of producing chemical compounds, enabling the
synthesising of complex compounds with the help of enzymatic processes. Pharmatory
wants to be among the first service providers in the market offering this service. In
addition, the adoption of biocatalysis into the service portfolio of the company would
give the possibility to enlarge the customer base. Moreover, the company is able to
work with biocatalytic reactions with he existing equipment and reactors. Hence it

would not require any specific investment on new equipment.

The chapters 4 Anaysis of the Target Market and 5 Productisation and
Commerciaisation Plan for Biocatalysis, added as appendices 1 and 2 are regarded as
confidentia information. Therefore, the conclusions in this chapter are dealt in a rather
general level. More detailed analysis about the results, discussion and suggestions can

be found in the Appendices 1-3.

The method used for achieving the goal of this thesis were to analyse the market studies
done for the case company and other documents related to biocatalysis, in order to find
out whether there is demand for biocatalysis, and what the stage of competition is. Also,
the lead user theory was used in order to first gain information about the needs of the
customers, to outline the future service offering. Secondly, it was used to gain expertise
in the field of biocatalysis to be able to adopt the usage of enzymatic reactions in the

service portfolio of the case company.

As a result of the thesis, the market studies were analysed and an environmental
anaysis was carried out. The outcome of the anaysis was that there is market
opportunity, and that the company should initiate commercialisation of the service. The
productisation and the commercialisation plan were made for the target market,
Germany and the UK. However, as the market in Europe at the particular field of
business is rather homogenous, the same plan can be utilised a'so when entering other

markets within Europe.
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As aresult of the lead user method, the company started discussion with a customer to

initiate a pilot project. The preliminary feedback was positive and it seems that the
customer companies are in need of biocatalysis services and willing to try the technique,
once they fed that the risk involved is no different from that related to the traditional

ways of chemical manufacturing.

The addition of the new service product will allow the company to explore new
business opportunities, increase profitability and competitiveness. The new service
product enables Pharmatory to serve a wider range of customers. Moreover it ensures
that the company would be among the first service providers to offer this kind of service
to the clientele, as it is seen that biocataysis is a futuristic way of manufacturing

complex molecules, and the usage of it will increase in the future.

6.1 Limitations and Further Devel opment

The limitation in completing this thesis was that the lead user method was not finalised
by the time of finalising the thesis and therefore the final result for productisation is still
in progress. For the same reason, the financial implications of the introduction of the
new service were not calculated, e.g. the estimated market share or the evaluation of

turnover generated by biocatalysis.

The future development will still revolve around the final form of the packaging and
pricing of the service. This will be realised once the lead user method is finalised and
the company is able to take advantage of the results gained throughout the internal
devel opment project.

As was mentioned earlier, the internal development project in collaboration with
Finnish Funding Agency for Technology and Innovation will till continue in 2011.
This will enable the company to improve the intra-company know-how of the new

service and to ensure the expertise of the personnel.



27

REFERENCES

Printed

Fessner, W-D. & Anthonsen, T. 2009. Modern Biocatalysis. Stereoselective and
Environmentally Friendly Reactions. Wiley-VCH Verlag GmbH & Co. KgaA,
Weinheim, Germany.

Ghauri, Pervez 2004. Designing and Conducting Case Studies in International Business
Research. In Rebecca MarschanPiekkari & Catherine Welch (eds.). Handbook
of Qualitative Research Methods for International Business. Edward Elgar,
Cheltenham, UK, Northampton, MA, USA. 109-124.

Jaakkola, E., Orava, M. & Varjonen, V. 2007. Palvelujen tuottei stamisesta kil pailuetua.
Opas yrityksille. Tekes. Libris Oy, Helsinki, Finland.

Orava, M. 2008. Pharmatory Business Concept Analysis. GL Science Oy.

Talentum, Helsinki, Finland.

Solvias 2010. Prospects — The Solvias Magazine 2 / 2010.

Trott, Paul 2002. Innovation Management and New Product Development. Pearson
Education Limited. Essex, England. Second edition.

Trott, Paul 2005. Innovation Management and New Product Development. Pearson
Education Limited. Essex, England. Third edition.

Ulrich, K. T. & Eppinger S. D. 2008. Product Design and Development. McGraw-Hill,
Singapore. Fourth edition.

Walmdey, Andrea 2010. Assessment of UK Biocatalysis Services. September 2010.
Confidential.

Wamsley, Andrea 2010. Biocatalysis — Assessment of UK Pharma & Biotech
Opinions. September 2010. Confidential.

Wendel, Susanne 2009. Market Overview. Biocatalytic Reaction for APl Production.
December 16, 2009. Confidential.

Yin, Robert 2003. Case Study Research: Design and Methods. Sage Publications, Inc.
Thousand Oaks, California, USA. Third edition

Yin, Robert 2009. Case Study Research: Design and Methods. Sage Publications, Inc.
Thousand Oaks, California, USA. Fourth edition.



28
Not Printed

Alvira, P., Toméas-Pei6, E., Balesteros, M. & Negro, M-J. 2010. Pretreatment
technologies for an efficient bioethanol production process based on enzymatic
hydrolysis. A review. Bioresource Technology 101, 4851-4861. Read
11.11.2010.
<http://www.sciencedirect.com.ez.tokem.fi/science?_ob=MImg& _imagekey=B6
V24-4Y IWK1B-21& c¢di=5692& user=953154& pii=S0960852409015983&
origin=search& zone=rdlt_list_item& coverDate=07%2F31%2F2010& sk=99
8989986& wchp=dGL bV zb- zSkzk& md5=33elfe7ch4e6c7351362309c35f ccf27
& le=/sdarticle.pdf >

Bessant, J. & Davies, A. 2007. Managing Service Innovation. Innovation Studies
Center, Tanaka Business School, Imperial College. DTI Occasional Paper No.9.
Innovation in Services. 61-95. Read 25.8.2010.
< http://www.berr.gov.uk/files/file39965.pdf >

Borghini, Stefania & Rinallo, Diego 2003. Communicating competence in the medical
diagnostic industry. A customers view. Work-in-progress Paper. Bocconi
University, Italy. Read 2.10.2010
< http://impgroup.org/upl oads/papers/4299.pdf>

Churchill, J., von Hippel, E. & Sonnack, M. 2009. Lead User Project Handbook: A
Practicd guide for lead user project teams. Read 6.11.2009.
<http://web.mit.edu/evhippel /www/L ead%20User%20Proj ect%20Handbook %02
O(Full%2QV ersion).padf>

Cooper, Robert & Edgett, Scott 2008. Ideation for Product Innovation: What are the
best methods? Stage-Gate International and Product Development Institute Inc.
Read 12.10.2010
<http://www.stage- gate.net/downl oads/working_paperswp_29.pdf>

Cusumano, Michadl A. 2008. The Changing Software Business. Moving from Products
to Services. Massachusetts Indtitute of Technology. Read 23.8.2010.
<http://www.iae.univ- lillel.fr/SitesProjets/bmcommunity/Research/cusumano.p
df>

Fontes, Margarida 2003. The process of transformation of scientific and technological
knowledge into economic value conducted by biotechnology spin-offs.
Technovation 25(4), April 2005, 339-347. Read 24.8.2010.



29
<http://www.sciencedirect.com.ez.tokem.fi/science?_ob=MImg& _imagekey=B6

V8B-49NXGV8-71& cdi=5866& user=953154& pii=S0166497203001561&
origin=search& zone=rdlt_list_item& coverDate=04%2F30%2F2005& sk=99
9749995& wchp=dGL zV zbzSkWA & md5=3d9603a5186eaf feOc39f 3b12ede7602
& ie=/sdarticle.pdf>

Golfetto, Francesca & Gibbert, Michael 2006. Marketing competencies and the sources
of customer value in business markets. Industrial Marketing Management, 35.
904-912. Read 5.11.2010.
<http://www.sciencedirect.com.ez.tokem.fi/science? ob=ArticleURL& udi=B6
V69-4KJOSV P-

1& user=953154& coverDate=11%2F30%2F2006& alid=1545084989& rdoc
=1& fmt=high& _orig=search& _origin=search& _zone=rdlt_list_item& cdi=58
09& _sort=r& st=13& docanchor=&view=c& _ct=4887& acct=C000049239& _
verson=1& urlVersion=0& _userid=953154& md5=60446bb20d656c0daa2253b
8b13cal27& searchtype=a>

Hassila, Heikki 2010. Interview of Dr. Helkki Hassila, R& D Director, Pharmatory Ltd.,
Oulu. 29.10.2010.

Lehtimaki, L., Simula, H. & Sdo, J 2008. Clarifying the terms launch and
commercialization: reflections from theory and practice. Proceedings of the 36th
European Marketing Academy Conference, May 27-30, Brighton, UK. Read
25.8.2010
< http://www.ceit.fi/img/Clarifying_the terms.pdf>

Lusch, R.F. & Vargo, SL. & O Brien M. 2007. Competing through service: Insights
from service-dominant logic. Journal of Retailing 83(1), 5-18. Read 10.6.2010.
<http://www.sciencedirect.com.ez.tokem.fi/science?_ob=ArticleURL& _udi=B6
W5D-AMCWMK4-& _user=953154& _coverDate=12%2F31%2F2007& _alid=
1545089919& rdoc=1& fmt=high& orig=search& _origin=search& zone=rdlt
_list_item& cdi=6568& sort=r& st=13& docanchor=&view=c& ct=2441& a
cct=C000049239& version=1& urlVersion=0& _userid=953154& md5=e19631
6cc377be626a9006b82bda9906& searchty pe=a>

Macdonald, G. & Videau, C. 2010. Almac invests in biocatalysis lauding cost and
environmental benefits. Outsourcing-pharma.com October 13, 2010. Read
15.10.2010
<http://www.outsourcing- pharma.com/Contract- M anufacturing/Almac-invests-

in-biocatalysis- lauding-cost- and- environmental- benefits>



30
Ojanen, V. & Sdmi, P. & Torkkeli, M. 2007. Innovation Patterns in KIBS

Organizations. A Case Study of Finnish Technica Engineering Industry.
Lappeenranta University of Technology. 40th Hawaii International Conference
on System Sciences. Read 24.8.2010.
< http://ieeexpl ore.ieee.org/stamp/stamp.jspp=& arnumber=4076840>

Pollard, D.J. & Woodley, JM. 2006. Biocatalysis for pharmaceutical intermediates: the
future is now. TRENDS in Biotechnology, Vol. 25, no.2.,, 66-73. Read
13.10.2010
<https://www.gobalto.com/system/datas/258/original/Drug_intermediate biocat
al-preclin_preclin_chem.pdf>

Simula, Henri, Lehtimaki, Tuula & Salo, Jari 2008. "Re-thinking the product: from
innovative technology to productized offering”. Proceedings of the 19th
International Society for Professional Innovation Management Conference, June
15-18, Tours, France. Read 24.8.2010.
< http://www.ceit.fi/img/Rethinking_the_product.pdf>

Van Arnum, Patricia 2009. Applying Biocatalysis. A Technical Forum. Pharmaceutical
Technology, September 1, 2009. Read 14.10.2010.
<http://pharmtech.findpharma.com/pharmtech/Ingredients/ A pplyingBiocatalysis
-A-Technical- Forum/ArticleStandard/Article/detail /623098>

Zaks, Aleksey 2001. Industrial biocatalysis. Current Opinion in Chemical Biology
2001, 5:130-136. Read 13.10.2010
<http://www.sciencedirect.com.ez.tokem.fi/science? ob=MImg& imagekey=B6
VRX-42NH3GD-7-
K& cdi=6246& user=953154& pii=S1367593100001812& origin=search&_c
overDate=04%2F01%2F2001& sk=999949997& view=c& wchp=dGLbV Iz
zSkWb& md5=ce9121808be0ab1d647adecfa5790058& ie=/sdarticle.pdf >

Zerbini, Fabrizio & Golfetto, Francesca & Gibbert, Michael 2007. Marketing of
competence: Exploring the resource-based content of value-for-customers
through a case study analysis. Industrial Marketing Management, 36. 784-798.
Read 24.8.2010
<http://www.sciencedirect.com.ez.tokem.fi/science? ob=MImg& imagekey=B6
V69-4KKFPFD-2-1& cdi=5809& user=953154& pii=S0019850106001118&
origin=search& _coverDate=08%2F31%2F2007& sk=999639993& view=c&wc
hp=dGL bV zzzSKWA & md5=bleae0cc2a056eb33aae48d34b992810& ie=/sdartic

le.pdf>



