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Abstract

Service design has widely been used by companies to enhance their innovation capabilities [1]. In this
study, the service design approach was used to enhance companies' innovation capabilities within the
cultural and tourism sector in the South Karelia and Uusimaa region in Finland and St. Petersburg area
in Russia. Idea generation sessions were set up with the Bachelor students of LAB University of Applied
Sciences to provide fresh ideas for the participating companies. As the student innovation suggestions
were a preliminary stage in the process, outside experts were later involved to further facilitate idea
generation modules. The companies were introduced to the service design methods and were offered
online 1-on-1 mentoring sessions with the project experts. The assumption was that the companies
faced with the Covid19 crisis would generate and adapt radical innovations. However, the study found
that innovations, in general, were incremental rather than revolutionary and were centred around
customer satisfaction and the customer path. Using online working sessions to apply service design as
a problem-solving tool was also a new approach to the participants. The operational side of the company
rather than the radical innovation aspect emerged as the most viable path for the companies to pursue
their business activities due to their current lack of human and financial resources.

Keywords: Adult education, service design, experiential learning experiments, Innovation, Business
model, Online service design workshops.

1 INTRODUCTION

Experiential learning is a learning process that involves direct experiences of learners, or " 'learning by
doing" [2]. This type of learning is considered effective for adult learning because it involves active
experimentation, building on existing knowledge and comparing it with new experiences. Experiential
learning is widely used in entrepreneurship education and in professional training programmes as it
enables the learning outcomes defined by the European Commission [3] as "converting an idea into
reality" or, more specifically, as defined by Hytti and O'Gorman [4], starting own business. The methods
of experiential learning widely adopted in adult education include problem-based learning, cooperative
learning, and simulations. Problem-based learning (PBL) involves creating a real-world case challenge
and placing students in action to solve the problem using their knowledge acquired during the course
[5; 6; 7]. The essence of cooperative learning is in developing a learning environment facilitating the
exchange of experiences and perspectives between the learners [8]. This learning method is specifically
relevant for online learning adult education, where experienced participants value possibilities of
discussion and interaction [9; 10]. Simulations involve developing scenarios with a wide range of
alternatives [11] that allow mimicking real-world situations. The experiential learning practices are often
associated with group work and creating learning communities.

New product development is a process involving successive progression over the stages from
generating entrepreneurial product or service ideas toward launching them in the market [12]. Innovating
new business models is the key to SMEs competitive advantage, growth and survival in the market. The
exponential growth of digitalisation emphasises the importance of service innovation [13]. The process
of new service development outlined by Scheuing and Johnson [14] includes 15 stages, from formulating
objectives of new service development to creating concept and market launch and review. The service
design approach helps in creating customer-oriented business concepts.

Service research emphasises the ability to envisage customers' future needs and expectations. Service
design has established itself as a useful and insightful approach to developing services and services
businesses [15]. There are different ways to approach the process of service design, a classical one
being the four-phase process [16] of discovery, creation, reality check, and implementation. For more
variation on the service design process, see e. g. [17; 18]; scholars have indeed found that service
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design brings new perspectives to SMEs' research, development and innovation activities. Others [19]
claim that SMEs are in closer contact with their customers than larger companies; hence, they are
innovative and customer-driven in their marketing. However, they may not have all the tools and know-
how for service development; yet it is crucial that business people learn to use design tools to
complement their business skills [19]. The scholars [19] also claim that service design co-creation
activities via appropriate tools are opportunities both for SMEs and universities in their collaboration;
additionally, they emphasise that customers must be integrated into service innovation. It is through the
use of the service that the designer experiences the customer's feelings and thinking [20]; thus, the
selection of appropriate tools is important.

What is required for successful co-creation activities? According to experts [21], in successful co-
creation activities, the necessary prerequisites include: 1. skilled facilitation, 2. healthy environment with
a clear structure for the work to be undertaken, 3. diverse team with all acting in the role of active agent,
4. clear needs and pains and communicating about them appropriately, 5. common vision and shared
values which create shared ownership, 6. stakeholder involvement at the right time creates individual
roles for individual goals, 7. handling conflicts and interests through a process and spontaneously, 8.
reflection and evaluation. Generally, the co-creation process involves the stages of engaging the
participants, understanding their needs and interest, ideating with them, and finally validating the new
ideas [21].

Innovation historically has meant a new product, new production methods, new markets, new raw
materials or a new marketplace [22; 23]. A key element of innovation is that it can be measured, either
through increased revenue, saved costs or an increase in market share. Companies gain a competitive
advantage and maintain their market position through being innovative. The key element of survival then
seems to be constant innovation - to produce and deliver products and services in a smarter way than
the other players in the market - to lean the company processes whilst simultaneously keeping them
agile and responsive to market changes [24]. Furthermore, the resilience of organisations is increasingly
dependent on their ability to develop their innovation capabilities [25]. One of the main motivators for
innovations is obtaining or maintaining a competitive advantage [26]. As the environment companies
operate in changes continuously and also often unpredictably, the companies able to adapt or develop
gain an advantage, more so the case for those able to predict trends and megatrends [27].

Incremental and radical implementations are two different types of innovation styles an organisation can
apply. Radical innovations are breakthrough innovations delivering a creative radical solution to a
challenging problem. Incremental innovations provide solutions to a challenging problem [28; 29].
Incremental innovations usually consist of minor enhancements or changes to an existing product
concept, service or production technology, which help further differentiate a company from the
competition [30; 31; 32; 33].

2 METHODOLOGY

This paper employs a qualitative research approach to a case, namely, that of a series of service design
workshops within an industry-university collaboration project (EDUCRO, see below for more information
about the project). The research question of the study is the following: How can service design be used
as an experiential learning method for enhancing innovation capabilities? The benefit of a case study is
that it allows generating several perspectives through different accounts of a single method [34] (see
Gray 2017); in the present study, this means using the same set of service design business tools to
collect data from several company cases within the EDUCRO project. The unit of analysis in the present
study is the service design business tool of which we employed four, namely, Business Model Canvas,
Customer Profile, Customer Journey and Service Blueprint.

2.1 Case: EDUCRO training programme

The cross-border online training programme for culture and tourism professionals was developed by
two Finnish higher education institutions (HEI), LAB University of Applied Sciences, Humak University
of Applied Sciences (Finland) and the Institute for Cultural Programs (Russia). The essence of the
programme was in employing the methods of experiential learning and developing an online participative
learning environment enabling concrete learning and developmental outcomes for participants [10].
More specifically, the programme goal was to create "customer value through cross-border
collaboration”, or, in other words, to facilitate new product or service development in partnerships. The
programme structure included six interconnected educational modules which included webinars, group
work and discussions, and individual mentoring.
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2.1.1 Simulation: programme structure as a new product development

The training programme structure was created to simulate the process of a new product or new service
development. The content of the educational modules included sessions dedicated to exploring
entrepreneurial opportunities, idea generation, analysing the customers' needs, creating service
concepts using service design, developing business models, analysing funding opportunities, learning
about marketing and internationalisation of the services. The duration of the training programme was 1
year from September 2020 to September 2021.

At the beginning of the programme, the online networking session was organised as a part of module 1
for the participants of the present study, the adult learners from culture and tourism sectors. This session
was aimed at networking, sharing experiences about cross-border collaboration, and analysing the
potential for joint new product development. Monthly online networking sessions without agenda were
further organised to facilitate networking and discussions. During module 2, participants took part in
online sessions, which included an overview of the current and future trends, participated in group
discussions aimed at developing new ideas for international services and had individual discussions
with the mentor. Module 3 included an analysis of the customer needs of the participant organisations
and the exchange of experiences between participants. Based on the customer insight, a service design
approach was implemented to create service concepts. Module 4 was dedicated to developing business
models from the service concepts and exchange of experiences on various ways of funding projects.
Product launch involves the marketing of the services, and during module 5 innovative ways of
marketing were discussed during the panel discussions between participants. Finally, during module 6,
the theories of intercultural communication and internationalisation of service SMEs were analysed
through the prism of participants own experiences through online in-class discussion.

2.1.2 Project-based learning: developing new service concepts using the service design
approach

Service design workshops offered for the participating companies of the EDUCRO project were
implemented in the form of individual mentoring sessions. In two 90-minutes sessions, each company
was advised to analyse and rethink their products, customer profiles and customer journeys with the
help of two experts of the project. Six companies, two from Russia and four from Finland, exploited this
possibility. Most of the companies were either not familiar with service design methods before the
sessions or had some previous knowledge but did not use those methods systematically. A short
introductory presentation of the basic concepts of service design was therefore provided at the beginning
of the sessions.

Even though the first reactions of the participants to the theoretical framework and terminology of service
design might have been somewhat sceptical, all sessions ended with a feeling of positive surprise.
Participants found that the tools used were practical and helped to look at their sometimes all-too-familiar
functions from a new perspective — that of the customer. Moreover, they realised that they have more
assumptions than real knowledge about who their customers are and what their needs are. The most
time-consuming part of the sessions was building and analysing the customer journey of the companies.
It seemed that it was a revelation for many of them that they would need to consider customers' needs
and expectations at so many points of the journey; and that you equally need to know how the processes
of the organisation at these points are prepared to meet those needs and expectations as well.

2.1.3 Problem-based learning: case challenges for the Bachelor students

During October-November 2020, the problem-based learning sessions were organised for the Bachelor
students at LAB University of Applied Sciences in Finland in collaboration with the participants of the
EDUCRO training programme. During the first session, two participating companies from Finland
introduced their case challenges to the students. The cases were related to the existing operations of
the companies, such as improving the existing sales and marketing channels. During the first day, the
students developed the first concept of solution and consulted with the representatives of the EDUCRO
project. They used the methods of Service Design as a guideline to solve the challenge and developed
the final concepts for one month. In November 2020, the students introduced the results to the teachers,
project representatives and companies. Some of the students' groups were quite specific in addressing
the challenges, while other teams created new service concepts for the companies. The winning team
suggested the concept of a new event, which was accepted by the company and they continued
collaboration.
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3 RESULTS

This section provides the results of the experiential learning interventions. The results were evaluated
based on observations, interviews and the feedback collected from participants. The main findings of
the analysis of the methods are summarised in Table 1 below.

3.1 Simulation

The simulation design of the training programme was beneficial mostly for the participants with concrete
developmental plans or projects. According to the feedback from one of the most active participants,
they were "very grateful for the opportunity to receive excellent advice from wonderful experts. Without
them, it is possible that many moments in the development of the project would have been more difficult,
and perhaps we would not have reached some decisions”.

3.2 Project-based learning

The mentoring sessions offered the companies a glance at the possibilities of service design. It is not
possible to predict at this stage whether these sessions will have long-term effects for the participants
in the sense that service design tools would be used as part of the everyday innovation practices of the
companies. But clearly, the sessions introduced new viewpoints for companies of how they see their
customers and the services their offer. In this sense, and largely because the tools presented were new
to the participants, the innovations made were more incremental than radical. The structure of the
mentoring sessions was probably the best available compromise within the framework of the project and
also the time resources of the participants, between a lecture on service design and an extensive service
design process. To get more radical results, more meetings with concrete assignments would be
needed, including tools that would encourage more radical thinking. And of course, more extensive
quantitative and qualitative research of the customer profiles of the companies would be needed.

3.3 Problem-based learning

The results of this intervention illustrate that the companies were mainly focused on the operational
tasks, while some of the students created new product concepts using the service design methods.
Some of the student's ideas were innovative and were considered implementable, for example, guided
audio tours for museums; however, they were not incorporated by the companies in their business
models.

Table 1. Results of the experiential learning interventions

Method Simulations Project-based learning Problem-based learning
Format Training programme structure Service design workshops Hackathon using Service design
following new product/service methods
development stages
Learning New service development, New service development, | New service development,
goals innovations, internationalisation | customer-orientation innovations
Results Beneficial for participants with New perspectives and Innovative solutions suggested by
the ongoing projects improved customer students but not easily accepted
orientation, but no radical by participated companies
innovations

4 CONCLUSIONS

Innovation capabilities [10] have previously been enhanced by using service design. In this study,
service design enhanced companies' innovation capabilities within the cultural and tourism sector in the
South Karelia and Uusimaa region in Finland and St. Petersburg area in Russia. Idea generation
sessions with the Bachelor students of LAB University of Applied Sciences provided the participating
companies with fresh ideas. The ideation was further enhanced by an outside expert to further establish
idea generation modules. The participating companies utilised the service design method as well as
online 1-on-1 mentoring sessions with the project experts.

The expectation was that the participating companies would generate and adapt radical innovations,
particularly when faced with the Covid19 crisis. The study, however, concludes that, in the present case
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study, innovations, in general, were incremental rather than revolutionary. Furthermore, the produced
incremental innovations were clustered around customer satisfaction and the customer path, i.e. they
were customer-oriented. Service design as a problem-solving tool was a new approach to the
participating companies. Customer-focused operational issues, rather than the radical innovation
aspect, became the most viable course for the participating companies due to their current insufficient
human and financial resources.
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