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“We shall fight on the beaches. We shall fight on the

landing grounds. We shall fight in the field, and in

the streets, we shall fight in the hills. We shall never

surrender!”

Winston Churchill

1 INTRODUCTION
____________________________________________________________

In this chapter we will present a general

background to the problem area. We will then

profound the debate and discuss the problem

background. These discussions will lead to a

determination of the purpose. Finally, we will

outline the demarcations as well as the

disposition of this report.
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1.1 Background

Competition is all around us and it affects us all, whether we like it or not.

It affects us both in our personal life as well as in our professional life.

Competition is a phenomenon that is truly omnipresent in modern society.

Obviously one dimension of competition can be found within the business

sector. It is not a secret that firms compete with each other. Markets form

today’s battlegrounds, and firms’ battle against each other in order to get

market shares.

The word competition usually refers to competitive behavior or

competitiveness. The underlying assumption being that there is a need for

firms to compete with each other. This assumption derives from the

thought that a firm’s ability to sell its products depends on the actions of

any other firm. (Porter, 1998) Historically, these unquestionable

assumptions were used to describe competitive behavior. Interestingly,

Michael Porter (red. de Wit & Meyer, 1998) argues that the success of any

one firm depends on competition, because competition determines all of the

firms’ activities that contribute to its performance. But as we all know the

market of today is not the same as it was just a few years ago. It has

undergone some dramatic and truly remarkable changes. (Normann &

Ramirez, 1994) The most important one, perhaps, is the continual

technological change. New things are continually being invented and

brought into use. All these changes obviously affect the nature of the

economy, and thus the nature of the firms operating in it. Even more, this

evolutionary process has provoked a shift in the economic power structure.

Nowadays firms are not excluded from society, but they form part of it.
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They sell not only within limits set by the price of competing products, but

as well within limits set by buyers’ tastes. (Woodruff & Gardial, 1996)

Fascinatingly, power seems to have been passed from the producer to the

consumer. Then, for any given firm, the consumer has come to play an

increasingly important role. (Grönroos, 1996, a) Furthermore, the

implication seems to be that there is an obvious interdependence between a

firm and its customers on the one hand, and between a firm and its

competitors on the other.

As mentioned, consumers have become more sophisticated and crafty. To

stay competitive firms must put their main focus on the customer’s needs.

(Grönroos, 1996, a). Furthermore, when it comes to services producer and

user must cooperate, at least to some extent, in order to create value.

During the last decade more interest has been put into this question.

(Woodruff & Gardial, 1996)  This value creation process becomes a central

part of the relationship between producer and user. In fact, because it is the

process as such that determines whether a customer becomes satisfied or

not, this mutual value creation process becomes the central issue when it

comes to marketing. (Grönroos, 1996, a).

Interestingly, classic marketing theories are focusing on product-producing

firms. They are unable to grasp some important factors concerning service

and service-producing firms. Grönroos means that the traditional Anglo-

Saxon models, for instance the 4 P-model, still are applicable. But they

need to be accompanied by other variables that more accurately indicate a

firm’s success. (Grönroos, 1996, a). Accordingly, we would like to indicate

the importance of some variables that a service-producing firm needs to

take into consideration, namely competition, customers, and value. As we
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see it, the importance of value can not be underestimated. The customers’

needs are presumably linked to the customers’ perception of value. The

underlying notion being that the value perceived by a consumer is the best

way to measure the quality of a service. (Sweeney & Soutar, 2001)

More attention has been given to the concept of customer value during the

last few years. (Woodruff & Gardial, 1996) Nevertheless, we have noticed

that there has been little empirical research to address the role of value put

in a business-to-business perspective. Indeed, both Sweeney and Soutar

(2001) and Kashyap and Bojanic (2000) argue that, despite its importance,

very little empirical research has been made on the concept of value at all.

The value perception phenomenon is even less appreciated in the business-

to-business professional service context. Or as Lapierre (1997, p. 378) puts

it:

“An investigation into the meaning of value as perceived by important

actors involved in the relationship, customers and suppliers, is then

relevant to close the gap in the body of literature in this specific research

area.”

Thus, this area is both interesting and promising for further exploration. We

believe that it is extremely important for a firm to recognize the importance

of value perception and the value creation process.
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1.2 Problem Background

For firms competing within the service sector, the customer should form

the core of the business. (Grönroos, 1996, a) Thus, an indicator of

economic performance is customer satisfaction. Such a viewpoint implies

that a firm has to know its customers. If it succeeds in doing so it is also

likely to yield a better economic performance. Hence, firms realize

commercial success through the satisfaction of customers. They satisfy the

customers by ensuring that they perceive the value that they expect.

(Hubner, 2001).

According to economic theory human beings always try to maximize their

utility or benefit. In this context utility means the total satisfaction that a

consumer gets from the products and services he or she consumes. The

notion of maximization derives from the fact that consumers have the

possibility to choose between different alternatives. Choice is hence a

reality for any consumer. Unsurprisingly, price and utility are closely

correlated with each other. Together they constitute the value a customer

perceives. They also form the criteria if a product or service is worth its

price. (Lipsey, 1995) That is, from an economics perspective, consumers

can apply a cost-benefit evaluation when considering the value of a product

or service. Feurer and Chacharbaghi (1994) have a similar opinion. They

argue that if an organization is competitive in the eyes of its customers it is

also able to deliver better value in comparison to its competitors. For any

customer, better value means an increased total satisfaction, an increased

utility. Superior value results through lower prices for equivalent benefits

or differentiated benefits that justify a higher price. Customer value can
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therefore be considered as the benefit perceived by the customer in relation

to the demanded price. The major difficulty with the notion of value is that

it is evaluated in the eyes of the beholder. That is, what it ultimately comes

down to are subjective feelings and opinions of individuals. Obviously, the

beholder could either be the customer, but it could also be the producer. It

is essential to remember that it is the customer’s point of view that counts

when it comes to defining the actual value. After all, customer value deals

with the customer perspective.

As both products and services have become increasingly more

sophisticated each individual customers value perception has become more

important to recognize for any one firm. It is fair to assume that service

producing firms have to adapt to this change more rapidly and thoroughly

than traditional manufacturing firms. (Woodruff & Gardial, 1996) Firms

operating in service producing industries become interesting objects to

study. Since the Information Technology sector constituted by many

service-producing firms it becomes interesting to investigate. Competition

is fierce and customers are demanding. Products are both material, in form

of software programs, and immaterial, in form of consulting-related

services such as mentoring. According to Grönroos (1996, a) the service

production process in consulting-related services occurs during a relatively

long period of time with various interchanges before the service ultimately

is produced.

Ericsson SoftLab is one of the active firms in the modern IT industry. An

extensive information regarding SoftLab will be presented in chapter 4. But

it is important to outline some aspects of the firms’ activities right now.

Ericsson SoftLab’s business is divided into three divisions, namely
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Compiler technology, Software engineering and Research. The Software

engineering division, which deals with consulting and mentoring, wanted

our help to investigate how their customers perceive their service offers.

In order to address the problem formulated in the discussion above, and to

achieve the purpose, we have stated these questions:

• How do customers perceive value in a complex service over time?

• How can service producers better understand the customers’

preferences? Furthermore, what can a firm, for instance Ericsson

SoftLab, do to increase the value for the customer?

1.3 Purpose

The purpose of this thesis is to understand how customers, in a

business-to-business situation, perceive the value of a complex

service over time.

Focus will also be directed towards understanding how the

producer can improve the knowledge of how the customers’

preferences change over time.
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1.4 Demarcations

International effects are generally important, but they are beyond the scope

of this thesis. We have focused this case study towards one single firm on

the Swedish market. We believe that this firm is representative for the type

of service producers that we wanted to investigate. Within this particular

firm we will study one business segment, namely software engineering.

Thus, the two other business-segments, compiler technology and research,

will not be included in the study. Furthermore, the operations within the

studied business segment consist of consulting-services and mentoring. It

should also be mentioned that we have investigated the relations to both

external customers and internal customers.

When the word “customer” is used in the text it refers to industrial buyers,

companies, institutions or firms. It does not refer to private consumers.

With this study we wish to illuminate some previously unappreciated

aspects of practice. We have collected information during a time span of

several months. Obviously, we hope that this will give us a deep as well as

broad knowledge of our chosen problem. Due to the complexity of the area

we are studying our research has been performed in close co-operation with

Ericsson SoftLab.
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1.5 Disposition

Philosophy and science (Chapter 2)

In this chapter we describe the chosen methodological

approach. In order to clarify our standpoint regarding scientific

research this description is followed by our view on social

science.

Methodology (Chapter 3)

This chapter entails such aspects as our own working parading

which we have used to fulfill this thesis’s purpose. We also

present aspects concerning concepts such as credibility and

sincerity.

Empirical context (Chapter 4)

In this chapter an industry presentation will be outlined. We

will also present the case firm and its service. This is done in

order to give the reader an insight to not just the case firm, but

to the industry in which it competes as well.

Conceptual clarification (Chapter 5)

This chapter outlines some important concepts and clarifies

them. In short, we will present some value creating theories and

then apply them by analyzing the case firm.
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Frame of references (Chapter 6)

The chapter is an introduction to the different views and

theories concerning value perception. The purpose is not only

to create a general understanding of the concept for the

unproven reader, but also to profound the understanding for

those already aquatinted to the area. This chapter can be though

of as our toolbox, which we use to construct the analysis.

Empirical findings (Chapter 7)

In this chapter the empirical data is presented. These were

collected during a rather extended period and consist of

interviews.

Analysis (Chapter 8)

This chapter outlines the analysis of the empirical data. The

chapter takes hold of the theories presented in the frame of

references and applies them to the empirical data.

Conclusions (Chapter 9)

The last section of this study outlines the both general

conclusions as well as recommendations to the case firm,

Ericsson SoftLab. We will also discuss and demonstrate the

contribution we have made to the research area in question.

Suggestions for further studies will be made.
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“We shape our buildings, and afterwards our

buildings shape us.”

Winston Churchill

2 PHILOSOPHY AND SCIENCE
____________________________________________________________

In this chapter we will present different

methodological approaches and thereafter

outline the chosen methodological approach.

This will include research and case study

methodology. Finally we will discuss the

eventual shortcomings of the chosen method.
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2.1 Introduction

Arbnor and Bjerke (1997) view methods as guidelines for the creation of

knowledge. They also argue that the problem at hand determines the best

technique for its solution. Obviously, the basic knowledge that a researcher

possesses will influence the way he/she treats any given problem. In other

words, every person has unique ideas about the subject at hand and which

methods that are suited to study it. (Arbnor & Bjerke, 1994)  These factors

also determine whether or not a researcher will find a subject worth

studying. Of course, this is also the case in this research. The methods we

used in order to accomplish the purpose of this paper were chosen

according to our prior experience. Not only that. They were also chosen

according to the basic notion we had concerning how good research should

be performed. We started this research with a notion. It said to us that the

concept of value played an important role in the Information Technology

industry. Since most of the output in the IT industry is of immaterial nature,

we believed that the actual value of the services was blur. Furthermore, we

somehow felt that the value concept within the IT industry was not enough

studied.

2.2 Scientific Theory

According to Johansson-Lindfors (1993) the word understanding is used to

describe all believes that the researcher has. It also includes those believes

that the researcher develops during the research period. Together

understanding and reality-perception put a boundary as far as to what is

seen, what is thought and what is acted. These restrictions that every
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researcher has are called conceptual filters. Indeed, these conceptual filters

are difficult to grasp. But by trying to understand the researchers’ view on

methods and paradigms it is possible to get a fairly good picture of them.

Our view is visualized in figure 1. As shown, methodology builds on

scientific theory.

Figure 1: Scientific Theory and Methodology

Source: Arbnor & Bjerke, 1994, p. 33

As implied by figure 1, this chapter will cover the notions of paradigm,

method approach and operative paradigm.

Basic
conceptions

Problem finding
and acquisition
Problem solving

Control/
Evaluation
Execution

Choice

Method
approach

Operative
paradigm
• Chosen

method
• Methodology

Research
area

Scientific
theory

Meth-
odology
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2.3 Basic Conceptions

To evaluate the results of scientific studies the reader has to know what

view the researcher has on science, what purposes he has with the study

and the researcher’s idea of how a study should be performed. (Arbnor &

Bjerke, 1994) As we implied above researchers may choose different

methods. These methods should be seen as the product of the basic

conceptions the researcher has. Every person is always affiliated to a set of

basic assumptions about different things in the environment. These

assumptions about what is right and wrong in different situations are called

paradigm. In the scientific world paradigms are very important since a

researcher’s work often is judged in a paradigm perspective. The paradigm

is the transformer that converts the conceptions into the researcher’s view

of methods. These then make up the base for the practical approach in the

research. In this way the paradigm should be seen as the bridges that

connects the different parts of the scientific research. (Arbnor & Bjerke,

1997)

2.3.1 Pre-understanding

As mentioned, we all have our own perception of the world that surrounds

us. Obviously, our different backgrounds, intelligence, experience and so

on shapes such a perception. Reality is what we understand it to be.

(Arbnor & Bjerke, 1997) Accordingly, pre-understanding forms an

important part of any investigation. Thus, our opinion on what is good

science is clearly influenced by our previous studies and experiences. We

are both studying business and administration at Linköping University.

Unsurprisingly, we had basic economic notions in mind when we
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approached the problem. Such notions included, for example, the theory of

the economic man and the rationality of markets. We are aware of that our

schooling influences us. But it is almost impossible for us to say exactly in

what way it influenced us. Nor is it possible to say in what way it

influenced this study. Nevertheless, by recognizing this fact we hope to

establish some level of credibility. Indeed, we think that by thoroughly

describing the chosen methodological approach the credibility of this report

increases even more.

2.4 Paradigm

The man who introduced the theory of paradigm was Thomas Kuhn. He

used the concept of paradigm to describe the differences in knowledge in

the scientific world. The paradigm is a framework of norms and ideals that

dictate what is considered scientifically acceptable in a certain field of

science. Kuhn himself thought of the paradigm as the “faith” of science and

compared it with religion. Paradigms tend to get out of date when science

makes progress. The need for a new paradigm arises when too many facts

suggest that the old paradigm is false. Generally, under a crisis period

various paradigms coexist. Then, there is a change of paradigm. Kuhn

himself saw this change merely as a conversion from one paradigm to

another. (Molander, 1988) Arbnor and Bjerke (1997) argue that in the

social sciences old paradigms usually survive and are able to function

alongside new ones. Thus, an evolutionary view can be used rather than the

revolutionary view advocated by Kuhn. It is said that the existing paradigm

often blocks the researcher’s mind and filters the facts that can not be

explained. Then, there is a risk that information is lost. Furthermore,

problems that should be more thoroughly studied are left without
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investigation. With an evolutionary view the risk of that happening is

reduced. In other words, when various paradigms are able to coexist

peacefully the most obvious problem concerning the paradigm theory is

avoided.

There are two generally accepted paradigms in the world of science. On the

one hand we have the paradigm that wants to explain. On the other hand we

have the paradigm that wants to understand. (Arbnor & Bjerke, 1997) The

two classical methodological paradigms are the positivistic and the

hermeneutic, respectively.

2.4.1 Positivism And Hermeneutics

The word positivism was introduced by the French sociologist Auguste

Comte. According to him a scientist has to extract conclusions that are

objective, exact and apparent. Everything else, above all subjective

feelings, should not be considered when talking about research and

scientific methods. (Bengtsson & Bengtsson, 1995) Hermeneutics, also

known as anti-positivism, was a reaction against positivism. According to

hermeneutic ideas it is not possible to examine human life, or for that

matter, human behavior, with the sole help of exact and objective data. To

truly be able to grasp the complexity of a human being it becomes

necessary to take such things as motivation, inspiration and compassion

into account. (Arbnor & Bjerke, 1997) The hermeneutic school is trying to

explain how such experiences are to be gathered, analyzed and interpreted.

Subjectivity, then, becomes an important factor when it comes to

understanding. The justification for including subjectivity in science is that

humans understand everything in relation to events. These events actually

dictate to us what is understandable and what is not. (Gilje & Grimen,
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1992) As a conclusion, positivism tries to explain connections within a

certain phenomenon. Hermeneutics is more focused on understanding the

actual phenomenon.

2.4.2 Our Paradigm

In between the hermeneutic and positivistic extremes there are many

schools that differ in the ways they see reality. They also differ in the way

they understand the nature of man. Thus, there will always be differences

when it comes to scientific ambitions and what techniques that are

scientifically acceptable. (Arbnor & Bjerke, 1994) As mentioned, in social

science it is possible for different paradigms to coexist. That gives the

researcher the opportunity to try to explain social phenomena by using

different paradigms. In that way is it possible to get a deeper understanding

then what would have been the case if just one paradigm had been used.

The results will then be more reliable than they would have been otherwise.

(Holme & Solvang, 1997) We do not see ourselves as positivists. Neither

do we consider ourselves to be hermeneutics. We do recognize, though,

that we are much more inclined towards the hermeneutic school of thought

than to the positivistic school of thought. After all, the purpose of this

report is reached by trying to interpret subjective opinions and feelings.

Our aim is to understand, not to explain.

2.4.3 Reality

The concept of reality is based on the perceptions and actions of different

individuals. In a socially constructed reality we create reality at the same

time as reality creates us. (Arbnor & Bjerke, 1997) It is possible to scale

different conceptions of reality from an extremely objective view to a

rather subjective view. This scale corresponds to a shift from positivism to
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hermeneutics. Figure 2 outlines six concrete steps that describe different

conceptions of reality.

Figure 2: Methodological approaches

Source: Arbnor & Bjerke, 1994, p. 61

Of the six conceptions seen in figure 2 only the fifth one is able to explain

the view we have on reality. We are of the opinion that reality is made up

of social structures. These structures influence all individuals. According to

Giddens (2000) these structures should not solely be seen as constraining

factors on behavior. They should also be seen as factors that enables human

behavior. Like Giddens we think that social structures are both the medium

and the outcome of human activities. Intriguingly, the conception of reality

is intimately connected to the practical working paradigm. When reality is

seen as socially constructed the actors approach is used as the practical

working paradigm. (Arbnor & Bjerke, 1997) There are, as can be seen in

figure 2 two other approaches that can be used, namely the Analytical
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2.5 Human Nature

George Herbert Mead suggests that the distinguishing feature of the

behavior of humans, compared to other animals, is their language using

capacity. Hence communication is important when it comes to the

interactions between humans. The linguistic communication allows people

to create common understanding by creating conditions for complex

interactions between individuals. (Layder, 2000) Furthermore, we believe

that humans are social beings that actively create and use symbols to create

meaning. At the same time individuals tend to assume different roles and

use symbols created by other individuals. (Arbnor & Bjerke, 1994)

According to Layder (2000) the meaning that the individual perceives

changes over time. Reality is therefore subjective, and can be said to be

valid only for the individual. It is not that simple though. The context in

which the individual finds itself also constitutes an important factor when

meaning is created. Interactions are essential and form a part of human

nature.

We believe that individuals, in the short perspective, are determined to act

in a certain way. They can not affect or change their behavior to a greater

extent. Over time though, we believe that individuals can change their

behavior. Layder (2000) thinks that the individuals forming society also

can change it. Accordingly, if many individuals are able to change their

way of behaving, society will also change.
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2.6 Case Studies

Case studies are very useful when it comes to most scientific research.

Most case studies are qualitative, but they can also be quantitative. There

are also different categories of case studies. Some are used to discover

theories while others are used to refine or test existing theories. They are

said to be suitable when the object of study is complex. The objects are

then studied very closely and in many dimensions to get a deeper

understanding for the area that is studied. (Lundahl & Skärvad, 1999) Since

the complexity of the area of interest to us is high and the research entails

non-measurable information we have chosen to do a qualitative case study.

According to Woodruff and Gardial (1996) there are no substitutes for the

qualitative research method. The concept of value is so complex that it

would be virtually impossible to grasp using any other method. That is

because with the help of a case it is possible to study a small part of

society. The case in question may then represent the entire society. What

we do is to focus on one case in order to make general conclusions.

2.6.1 The Structure Of This Study

This qualitative case study is divided into two well-distinguished parts. The

first part outlines the conceptual background and takes hold of value

creation theories. The second part deals with value perception. We see

these two parts as building blocks. Hence, value creation and value

perception are two intimately related concepts. At an early stage we

realized that it was necessary to explore and explain both. Only then would

we be able to achieve the purpose of this report. In short, we discovered

that is was necessary to explain the value creating process of the case firm

before investigating the customers’ value perception. Hence, the theories of
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value creation will serve as a “stepping stone” for the rest of the report.

That is, by outlining the case firm’s value creating process we lay the

groundwork on which the rest of the report stands.

2.7 Deduction, Induction and The Two-way Street

There are many ways of approaching the empirical reality. The methods

most widely used include deduction, induction and the two-way street.

Deduction means that the researcher goes from the theoretical world to the

empirical world. Theory can then be tested on reality and is falsified or

verified. Researchers who have a positivistic view on science and research

most often use the deductive approach. The opposite pole to deduction is

induction. Thus, with the inductive approach the researcher goes from

reality to theory. Theories are generated from reality. Using the third

method implies interchanging both the deductive approach and the

inductive approach. With the two-way street method the researcher changes

between theory and reality, respectively. For a hermeneutic researcher that

means that he or she has theory as a starting point. But then he or she goes

via the empirical world back to theory again. (Johansson & Lindfors, 1993)

Figure 3: How to approach reality

Source: Own model
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Since we are more hermeneutics than positivists it should be no surprise

that we are more inclined towards using the inductive approach than the

deductive approach. Nevertheless, we feel that the two-way street method

serves our purpose in the best manner. The knowledge we were able to

acquire before actually studying the empirical world made us more aware.

We could prepare before facing reality. When we analyze the empirical

results chances are that we may have to go back to theory again. (See figure

3)

2.8 Credibility

The general understanding among scholars is that all research should be

credible. Obviously, the credibility of a research has to do with the chosen

methodological approach, including how empirical data were gathered and

treated. Wigblad (1997) states that credibility is all about arguing for the

contribution that has been outlined in a reciprocal action between theory

and the empirical world. Ultimately, credibility has to do with the ability to

present valid and reliable results. Hence, in order to enter more deeply into

the concept of credibility we will continue by discussing this report’s

validity and reliability. We have to remind the reader that validity and

reliability are two notions that go hand in hand with positivistic thoughts

and ideas. Nevertheless, even though considering ourselves as being

hermeneutics, we feel that it is fruitful to talk over and discuss validity and

reliability. We believe that the inward sense of the two notions is

important. Moreover, we are of the opinion that it is the most feasible way

to argue for credibility.
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2.8.1 Validity

Validity is connected to the study’s ability to really measure what the

researcher desires to measure. (Svenning, 1999) The concept of validity is

treated differently depending on the practical working paradigm. When

using the analytical approach validity requires reliability. In the systems

approach validity is reached if the creator of knowledge perceives the

methodology as relevant. There are no concrete validation criteria in the

Actors approach. Other parameters are used in order to discover whether or

not the interpretations made in the report are correct. Generally, a

discussion concerning the “credibility” and “sincerity” of a report is made.

(Arbnor & Bjerke, 1997)

The credibility of this report is high. We will demonstrate that fact by

dissecting the concept of validity. Generally, a distinction is made between

inner validity and outer validity. The inner validity concerns the project

itself and the interaction between theory and the empirical world. The outer

validity concerns the entire project and the possibility to generalize from a

specific study. (Svenning, 1999) This study can be said to have reached a

high degree of inner validity since interaction between theory and the

empirical world worked smoothly. Although, there was a clear risk of

misunderstanding connected to definitions of key concepts. In other words,

there was a risk that we had one way of defining value and the respondents

another way of defining it. Obviously, we tried to prevent the above-

mentioned scenario. We did it by using follow-up questions and thus we

made sure that the same definitions were used. Generally, it is much more

difficult to evaluate the outer validity. The ability to generalize from this

report is limited, but we are confident that analogies can be made. By
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carefully examining the methodology, and thus using an appropriate

working paradigm, we feel that the findings could be applicable in similar

industries. The importance of value is vital to recognize for any firm,

particularly service producing ones. Thus, the findings of this report should

be interesting for a broader public.

2.8.2 Reliability

Reliability refers to the legitimacy of the results. That is, in order to be

reliable the result of the research should be the same if the method was

used once again. (Holme & Solvang, 1997) One important thing to keep in

mind is that reliability is defined differently depending on if the study is

qualitative or quantitative. Generally it is more difficult to legitimize a

qualitative study. That is because interview effects and interpretative

problems can jeopardize the reliability. (Svenning, 1999) We have tried to

minimize the sources of error and address the problem by being open and

present our material in a fair way. This includes the fact that we did send

the typed interviews to each respondent so that he/she could give his/her

opinion and clarify eventual shortcomings and misunderstandings.

Validity and reliability are basic requirements when it comes to research.

Even though having a hermeneutic approach we have found it useful to

discuss and talk over these two notions. Indeed, we think that they indicate

whether a report is credible or not. We feel that the discussion above has

demonstrated that this report is credible. It also fulfils the requirements of a

so-called sincere report.
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2.9 Chapter summary

In this chapter we presented different views and approaches to scientific

research. The concept of paradigm was introduced. A paradigm can be said

to be a frame of references. The two most well known paradigms are called

hermeneutics and positivism, respectively. Hermeneutics tries to

understand the actual phenomenon. Positivism tries to explain connections

within a certain phenomenon. We have stated that our view on science is

more hermeneutic than positivistic.

We stated that we consider reality to be socially constructed. When reality

is seen as socially constructed the actors approach is used as the practical

working paradigm. Accordingly, we chose to use the Actors approach as

our practical working paradigm.

Furthermore, this report is a qualitative case study. Although there are other

alternatives we choose this as our way to approach the “real world”. The

major advantage with case studies is the possibility to study a small part of

society and then let it represent the society as a whole.

This chapter ends with a discussion on the credibility and sincerity of this

report. This study can be said to have reached a high degree of inner

validity since interaction between theory and the empirical world worked

smoothly. We believe that the outer validity of this report is satisfying.

Even though the ability to generalize from this report is limited we are

confident that analogies can be made.
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Finally we recognized that there are some criticism to be made concerning

the methodology used in this report. Among these we specifically pointed

out the implications of pre-understanding.
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”We are still captains of our souls.”

Winston Churchill

3 Methodology
____________________________________________________________

We will in this section discuss why we chose to

conduct our research in the way we did. This

will enable the reader to judge whether our

research is conducted in a scientific way. We

will also try to identify our own conceptual filters

that may have made us overlook other angles

of the problem area.
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3.1 Introduction

As outlined and explained in the previous chapter we are inclined to use a

hermeneutic approach, and we look upon reality as a socially constructed

phenomenon. This has most likely affected this report and put marks in our

research. In short, the existing scientific paradigms are examples of filters

or blocks that force the researcher to think and act in a certain manner.

There are, of course, different ways to go about when studying an object or

phenomenon. It is possible to do a comprehensive study or, for that matter,

a selective study. Generally, a comprehensive study is quantitative and

entails the total population. A selective study, on the other hand, is

qualitative and entails a small part of the total population. Quantitative

studies generalize while qualitative studies exemplify. (Svenning, 1999)

Holme and Solvang (1997) argue that qualitative studies are characterized

by a close relationship to the studied object. It is less structured and more

subject to interpretation. Furthermore, it is often done on a small sample

population. The time factor makes it virtually impossible to conduct

qualitative research on large number of customers.

3.1.1 Our Journey

When conducting research it is important to have some kind of structure.

Otherwise things might be forgotten and left out, which would affect the

reliability of this report. The report itself is constituted by a number of

steps or phases. We have sometimes worked with some steps

simultaneously and often been forced to take a step back in the process to
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rethink. Figure 4 demonstrates the entire process. It entails the gathering

both primary and secondary data.

Figure 4: Outlining of Scientific Research

Source: Own Model
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Then we made a more precise problem-identification that we thought
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different types of data in order to fulfil the purpose. A clear distinction is

made between primary data and secondary data. Primary data is material

that has been gathered solely for the study in question. Secondary data is

material that others have produced for other purposes. (Bengtsson &

Bengtsson, 1995)

3.2.1 Secondary Data

To get a good theoretical background to our research have we studied many

different aspects of value. Both theories concerning value-creation itself

but also theories concerning perception of value among different players in

the value creating process. We have not, for example, found any theories

that fully deal with the problem of measuring the output in the mentoring

sector of the IT industry. Hence, one of our contributions in this thesis will

be the use of older theories and adaptation of those to the context of the

mentoring business. The use of secondary information reveals two

problems, namely compatibility and trustworthiness. Compatibility deals

with the fact that some data might not be compatible with those the

researcher wants. Trustworthiness, on the other hand, deals with the fact

that sometimes the researcher can be unsure whether collected data are

correct. (Arbnor & Bjerke, 1997) To address these two problems we have

put the focus on the way data was collected and what purpose it had.

Indeed, we have done all in our power to reduce the risk of errors when

collecting the secondary data used in this study. Therefore we feel that we

have addressed both problems and that the data used in this study is both

compatible and trustworthy.

The process to find suitable theories and to get a deeper understanding for

the industry was the next step. The literature serves both as a tool and as a
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complement to the empirical study. The data we collected are motivated by

the theories we have chosen and the one could say that the literature make

the data meaningful. The literature also makes out the base for the analysis.

Thus, the secondary sources were used to get a basic understanding for the

problem and to make out the reference for the case study. In our research

these secondary sources have a supporting role. That is, they are used to

explain the background to our problem and constitute the base for our case

study. Then the primary data will be used to deepen the understanding. The

secondary sources are necessary to be able to look for the right things and

to ask the right questions in the interviews. (Arbnor & Bjerke, 1997)

Obviously, the Internet has been used, although to a very limited extent. It

should be said that information taken from the net has been dealt with in a

very precocious manner.

The choice of secondary data used in this report is based on our own

evaluation. That is, many other sources could have been used, and other

perspectives might have risen to the surface. Another shortcoming that we

have to acknowledge is that almost all secondary data used in this report

constitutes of books written by U.S. or European authors. The lack of

literature with origin outside the U.S. and Europe is both obvious and

unfortunate. We are well aware of these problems, but at the same time we

feel that it is impossible to avoid them. By recognizing them, though, we

hope to increase the credibility of the report.
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3.2.2 Primary Data

Interviews and observations are the two more widely used methods when it

comes to gathering primary data although experiments also fall under this

category. Observations are related to the quantitative research method and

interviews to the qualitative research method, respectively.

Interviews are effective because they generally allow you to get deeper into

the mind of the respondent than with other methods. Hence, we have

chosen to gather primary information by conducting interviews for the

reason stated above. In order to be able to accomplish our purpose we feel

that we need to obtain profound knowledge. According to Svenning (1999)

the interview method is the best-suited instrument when it comes to

gathering so called soft data. The main downside with the interviewing

method is the time that you have to spend actually conducting the

interviews. Another weak aspect is that it becomes tricky to generalize

from only a few interviews. (Arbnor & Bjerke, 1997) But according to us it

is by far the best method to get the information we need in order to fulfil

the purpose of this thesis. Different techniques for conducting interviews

can be identified. It is, for example, possible to conduct a face to face

interview. Another is to do interviews over the phone. (Arbnor & Bjerke,

1997) All interviews conducted with employees at SoftLab were conducted

face to face. In total, we performed three interviews with employees at the

Software Engineering department. All interviews were approximately 30-

40 minutes long, and were performed in the conference room of the firm.

All interviews were conducted during working hours.
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All interviews with customers were conducted over the phone. We opted

for that method mostly because all customers to SoftLab are dispersed over

the country. It would have been almost impossible to interview all face to

face. Since we could not interview all customers face to face, we decided to

conduct all interviews with them over the phone. Then it would be easier to

compare different customers with each other. All interviews were

conducted during working hours. During all interviews the interviewee was

situated in his/her office, while we were situated in the conference room at

Ericsson SoftLab. Since all respondents were situated in his/her office or

working space we made sure that they felt more secure. In other words,

they knew the environment in which they were situated. As Chirban (1996)

mentions, the important thing to remember when conducting an interview

over the phone is to be exact and precise. If it takes time chances are that

the interviewee gets tired and hangs up. Taking that into account all

interviews with customers were conducted in a more standardized way than

the interviews with the employees at Ericsson SoftLab. That does not mean

that the questions were closed. All interviews took between 20-25 minutes

each, approximately. In all, eight interviews were conducted with different

customers.

It is important to be aware of that interviews are constructed and thus they

are bound to affect both the interviewer and the interviewee. Two effects

that spring from the interview situation are the so-called interview effect

and the panel effect. The interview effect simply recognizes that the

interviewer influences the respondent. The panel effect states that a group

of individuals that are repeatedly interviewed may develop and thus no

longer represent the social group from which they were selected. Of course,

neither effect is desirable. (Arbnor, 1997) As noted by Arbnor (1997) it is
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the interviewer that sets the stage. Chirban (1996) agrees and states that the

success of the interview is determined by the conduct of the interviewer. It

is important to explain the objectives of the interview to the interviewee. In

that way the interviewee will feel more comfortable and collaboration

becomes easier. When taking the initial contact we always presented the

general idea with this report to the respondent so that it would be easier for

him/her to understand the questions and find them relevant. It is also

important to respond to concerns that the interviewee might have. We tried

to do so by assuring them that they would be given the chance to approve

the interviews before we used them. In that way we were able to

established a trust between the interviewee and us.

3.2.3 Interview Process

According to Chirban (1996) there are three other factors that are essential

for success when it comes to performing interviews. They are self-

awareness, authenticity, and attunement.

Self-awareness

This dimension entails perception concerning one’s character and how it

affects the interviewee. If one understands one’s impact on the interviewee

it also facilitates the process of interviewing.

Authenticity

This dimension entails honesty and truth. If the interviewer has a truthful

standpoint when conducting the interview that encourages a truthful

response by an interviewee.
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Attunement

Honest exchange sets the stage for attunement. The dimension involves

attentiveness to the interviewee as primary and occurs as a result of the use

of both verbal and non-verbal action. Non-verbal actions could be such

things as listening skills, eye contact, body language and vocal tone.

We have tried to fulfil these criteria in this study. Of course, undesirable

effects are difficult to avoid but in order to address the interviewer effect

we have tried to conduct the interviews according to the three factors

mentioned above. Furthermore, in order to grasp everything the interviewee

says it is highly recommendable to use a tape recorder. We have used a

tape recorder in all interviews. Hence, the interviews have then been

written down so no information would be lost. A downside with tape

recorders is that some people may feel limited by them. People do not tend

to express themselves freely, but with care. (Holme & Solvang, 1997) We

have tried to be as prepared and well-informed as possible to be able to get

the most out of the interviews. Obviously, we did become more efficient in

the way we conducted the interviews. That is, we did get better at it as the

number of interviews increased. Perhaps this fact is most evident when it

comes to follow-up questions. Indeed, more follow-up questions were

made in the last interview than in the first. Nevertheless, we feel that this

fact does not affect the credibility of this report.

Since all respondents are Swedish nationals all interviews were conducted

in Swedish. They were then typed out in Swedish. Only when analyzing the

interviews did we translate them to English. We are aware of that there are

certain risks involved in the translating process. Some expressions may be

hard to translate and so on. Nevertheless, we are confidant that our
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knowledge of the English language is sufficient and that sources of error

are kept to a minimum.

3.2.4 Interview Guide

There are some other aspects when it comes to interviews. The questions

can either be standardized or the interview can be non-structured. The

advantage of standardized questions is that it becomes easier to compare

the different answers. The questions themselves can either be open or

closed. An open question is a question without fixed alternative answers. A

closed question, then, is a question with fixed alternative answers. (Arbnor

& Bjerke, 1997)  This is, as mentioned earlier, a qualitative study, and

qualitative studies are unstructured, open-ended and subject to

interpretation. (Woodruff & Gardial, 1996) As the purpose of this study is

to try to understand a very complex concept we believe that the best way to

accomplish it is to conduct relatively structured interviews with open

questions. Therefore, a form of questions was used in order to assure

consistency between interviews. Notably, all questions were formulated in

a way that rendered open answers. (See appendix A.)

3.2.5 Sampling

One question that needs to be answered is which individuals who should

participate in the study. In other words, which individuals should be

interviewed. It is vital to select the persons whom are to be interviewed

with care and precaution. Indeed, Woodruff and Gardial (1996) argues that

within organizations there are often various individuals who participate in

the produce of a service. These individuals may differ when it comes to

their perspectives on value. They may even have conflicting perspectives.

All individuals may need to be taken into consideration by the researcher.
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In a business-to-business relationship there are a few categories to

recognize. It is possible to distinguish individuals who determine the

criteria for the service, in essential decision-makers and decision-influers.

They may be directors or managers. On the other hand it is possible to

distinguish individuals who use the service to perform their jobs. This

group is made up by for example project managers. Individuals who serve a

support function to those using the service form the third category. These

individuals might be, for example, accountants. (Woodruff & Gardial,

1996) It becomes important to realize that different individuals indeed have

different perspectives. Thus, when determining whom to interview it

becomes necessary to understand that different individuals will present

different perspectives on any given subject. This is why the selection the

researcher makes becomes so important. It is with the help of the selection

that the purpose is fulfilled. (Ejvegård, 1996).

In our case Ericsson SoftLab obviously directed our attention towards

clients and customers that they were engaged to at the moment. They also

directed our attention towards customers that they had been engaged to in

the past. That is, respondents were sampled using the so-called snowball

sampling. That is, those whom we were recommended to talk to became

our respondents. In other words, Ericsson SoftLab provided us with the list

of persons to be interviewed. Fortunately, we were able to interview both

decision-makers and those who worked with the product (service) on a

daily basis. This fact should make the report more credible.
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3.3 Anonymity

In the interview-situation we offered all respondents the possibility to be

anonymous. We did so in order to make them feel more relaxed and at

ease. The majority of the respondents wanted to be anonymous. Obviously,

we can only speculate why, but one reason might be that they felt

uncomfortable discussing “delicate” matters. Nevertheless, although the

majority of the respondents wanted to be anonymous, we are of the opinion

that the credibility of this report is not affected. On the contrary,

respondents might have felt more confident in giving us information solely

because they were going to be treated as anonymous.

3.4 Method Criticism

Every method has its advantages and disadvantages. We are aware of that

our chosen method works in the exact same way. It has its advantages as

well as disadvantages. Obviously our pre-understanding and experience

have inclined us to think in a special way. Particularly when it comes to the

selection of paradigms. Social science often means a hermeneutic

methodological approach. Since business and administration finds itself

within that particular field of science the hermeneutic approach is common.

All methods have advantages and limitations, and this has a great impact on

what can be concluded from the collected material. This includes subjective

opinions an interview situation. (Wigblad, 1997).

As we have mentioned the investigation in this report is performed as a

case study. A case study will become meaningless if the researcher do not
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know exactly what he/she wants to investigate and how the study is to be

performed. (Arbnor & Bjerke, 1994) Another weakness with case studies is

the small size of the sample population. Accordingly, all conclusions have

to be made with precaution. (Ejvegård, 1996). Obviously, we have taken all

these weaknesses into consideration when performing the research.

3.5 Chapter Summary

In this chapter we presented the practical method. That is, the way we

chose to gather the information, and how we then used the data.

As stated in this chapter there are two ways of gathering data. Primary data

is material that has been gathered solely for the study in question.

Secondary data is material that others have produced for other purposes.

Our primary data consists of in-depth interviews. All interviews consisted

of fairly structured interview with open questions.

Snowball sampling were used. Ericsson SoftLab provided us with the list

of persons to be interviewed. That is, those whom we were recommended

to talk to became our respondents.
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“I have nothing to offer but blood, toil, tears, and

sweat.”

Winston Churchill

4 EMPIRICAL BACKGROUND
____________________________________________________________

In this chapter we will present the industry in

which the case firm operates. We will proceed

by giving a presentation of the firm and its

services.
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4.1 Introduction

The Information Technology industry is relatively new and unexplored. It

is true that it had its boom in the late 1990s. It is also true that in March of

1999 the entire industry collapsed. To manage the collapse many firms had

to take steps to increase profitability. Thus, the following years were

dominated by measures to prevent losses. Many people were fired. Not

surprisingly, the market conditions still are uncertain and competition will

continue to be hard in the next couple of years. (Konsultguiden,

http://www.konsultguiden.se/analyser/IT.html)

4.1.1 The IT Industry

Ericsson SoftLab forms a part of the IT industry. An industry can be

defined in a number of ways. According to deWit and Meyer (2001) an

industry can be defined as:

“…a group of firms making a similar type of product or employing a

similar set of value-adding processes or resources”. (de Wit & Meyer,

2001, p 333)

Lipsey (1996) claims that an industry can be defined as, and is constituted

by:

“…the firms that produce a well-defined product or a closely related set of

products”. (Lipsey, 1996, p 198)
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The two definitions are quite similar in their approaches. Nevertheless,

there are some crucial differences. We are inclined to use the definition

given by deWit and Meyer (2001) since it focuses, not only on products,

but on processes and resources as well. Hence, we feel that this definition

better explains the nature of a service producing industry.

In the beginning of the 21st century the IT industry has had problems

related to decreasing demand of their services. Some firms within the IT

industry made it through the crises without bigger problems. These were

mainly big and well-established firms that have had good long-term profits.

There are many things that point to the fact that profits will stabilize during

the next couple of years. Firstly, the outsourcing trend seems to be strong in

the future. Secondly, the customers today tend to make more strategic

decisions when it comes to new investments related to IT. This will most

certainly favor well-established firms. Obviously, image in combination

with a well-known trademark will continue to be very important for firms

within this industry. (Konsultguiden, http://www.konsultguiden.se)

The IT industry can be divided into three different levels. These three

levels include management, mentoring and tools. Management is the most

lucrative segment of the IT industry. At the same time it is the segment that

shows the most growth. Interestingly, the growth-rate is around 25-32% on

a yearly basis. Mentoring is not as lucrative as Management. Nevertheless,

it is the segment we have chosen to study in this research. The third

segment is Tools. In this segment output is not, like in the other segments,

only immaterial but material too. Namely in form of computer programs.

(Konsultguiden, http://www.konsultguiden.se/analyser/IT.html)
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4.2 Ericsson SoftLab AB

Ericsson SoftLab forms part of the Ericsson group and functions as a

support firm for the other firms within the Ericsson group. As we all know,

Ericsson is the world's leading supplier in telecommunications and it

operates in more than 140 countries. The company is providing systems

and products for fixed and mobile communications in both public and

private networks. Furthermore, Ericsson also provides solutions covering

applications and other advanced communication tools. (www.ericsson.com)

Ericsson SoftLab is an independent firm within the Ericsson sphere. It is

based in Mjärdevi Science Park in Linköping. Not surprisingly, most of the

firm’s clients are to be found in Stockholm. The number of employees is

46. There are three separate business departments within SoftLab, Software

Engineering, Compiler Technology, and a smaller research and

development department. Although our focus is on the Software

Engineering department we feel that it is important to give a brief

presentation of all three. In that way we assure that every reader is fully

understood with the entire firm and all its operations. (www.softlab.se)

4.2.1 Compiler Technology

The Compiler Technology department is the largest business-department of

Ericsson SoftLab. It employs around 22 people. Making translations

between different computer languages mainly constitutes the work.

Obviously, SoftLab works with different kinds of basic technologies and

optimization techniques. An example is the automated translation between

different computer languages and adjustments of visual modeling tools.

The solutions help the clients to maximize the performance of their
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systems. The employees define and solve any problem that the client might

have. The result often is a new technological platform. (www.softlab.se)

4.2.2 Research And Development

The research conducted at SoftLab is very much focused on concrete

customer demands. More advanced research will probably lead to bigger

future revenues for SoftLab. That is due to the fact that when clients

demand new technological systems the firm will already possess the

necessary knowledge. Interestingly, SoftLab wants its own research to be

somewhere in between the long-term research that is conducted at the

universities and the short-term research that is conducted within the

Ericsson group. (www.softlab.se)

4.2.3 Software Engineering

The Software Engineering department is the department we are helping

with this report. Some 10 employees work at the department. Notably, the

combination of a high level of competence and a strong focus on the needs

and the whishes of the clients is SoftLab’s great competitive advantage

when it comes to improving the clients’ software development. SoftLab has

the ability to take care of entire processes. These include everything from

the technology behind the software to education and mentoring to use it.

Obviously, this demands an open approach towards the problem at hand

and a deep understanding for the different solutions that might be asked for.

The desired result leads to improvements in the customer firm. Ideally,

revenue increases and an overall improvement in effectiveness is reached.



46

4.2.4 The Service

In order to make this report easier to understand for the reader we find it

important to describe the service that the Software Engineering department

provides more thoroughly. Indeed, we have mentioned that the firm is

providing a mentoring service where customers are taught to work in a

more effective way. Now we will outline the core of that service. That is,

we will present some technical terms and aspects of the service.

“In order to perform at 100% all football players need to understand the

manager’s philosophy and style of play. If that is not the case the team will

perform badly. Likewise, if stakeholders in a firm do not truly want to

understand the UML philosophy the firm will render a bad performance.

UML is not a model. It is a mindset.” (Fälldin, 2001, p. 5)

The working model that SoftLab helps its customers to implement in their

organization is known as The Unified Modeling Language (UML).

According to experts, UML is one of the most exciting things in the world

of system development today. The UML enables system builders to create

the blueprints that capture their visions in a standard, easy-to-understand

way and communicate them to others. More than a working model the

UML is a philosophy. It describes what a system is supposed to do – not

how. Therefore, communicating the vision is of outmost importance. The

key is to organize the design process in a way that analysts, clients,

programmers and other involved in system development can understand

and agree on. Then the UML provides the philosophy and the organization.

That is, the UML enables firms to expand their field of view and shows
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how an object interacts with other objects. It should be mentioned that The

Rational Unified Process (RUP) forms a part of UML. (Fälldin, 2001)

4.3 Chapter Summary

Ericsson SoftLab finds itself in a very competitive industry, namely the IT-

industry. Although market conditions are uncertain competition will

continue to be hard in the next couple of years. SoftLab forms a part of the

Ericsson group and functions as a support firm for the other firms within

the Ericsson group. There are three separate business departments within

SoftLab. They are Software Engineering, Compiler Technology, and a

smaller research and development department.

The service that SoftLab provides is implementing a new working model in

the customer’s firm. This working model is known as UML, and is

sometimes referred to as a philosophy. In short, the UML enables firms to

expand their field of view.
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“This was their finest hour.”

Winston Churchill

5 CONCEPTUAL CLARIFICATION
____________________________________________________________

In this chapter we will outline some aspects

concerning value creation. This entails the

value creating process of the studied firm,

Ericsson SoftLab. In short, we will present

some value creating theories and then apply

them on the case firm. In short, this chapter will

lay the groundwork for the rest of the report by

clarifying important concepts that are closely

related to value perception.
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5.1 Introduction

After examining existing literature on the subject of value perception it

became clear to us that the concept of value perception was closely linked

to value creation. The implication is that customers themselves create the

service output. Thus, by participating they ensure their own satisfaction and

the value received. In a business setting this is extremely valid for

computer consulting or training services. (Bitner, Faranda, Hubbert,

Zeithaml, 1997) Therefore we decided to establish how value was created

in the case firm, namely SoftLab. In short, we need to understand how

value is created to truly understand the concept of value perception.

5.2 Value Creation

According to Normann and Ramírez (1994) value is created through the

activities of human interaction. It is the actual interaction that creates value.

Accordingly, Woodruff and Gardial (1996) state that value is created when

a service and a user come together within a specific use situation. On the

other hand, Grönroos (1996, a) states that neither the customer nor the

producer have a clear idea on what value creation is and how it is

generated. Both parties tend to focus on price and cost, which is often

misleading.

Traditionally, value was mainly created in the marketplace through

products. The interaction took place primarily at the point of sales. Michael

Porter (1998) and his theory on the value chain visualized these thoughts.

But the relationships on today’s markets can not be described in a
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meaningful way by the model that the value chain embodies. (Stabell &

Fjeldstad, 1998) Correspondingly, empirical studies have shown that the

value chain cannot be applied to modern service producing industries. The

“modern” value creating process is more based on partner-and relationships

between different actors. Value creation should be described as a value

system rather than a value chain. To be successful firms have to work

together with customers in order to co-produce value. (Normann &

Ramírez, 1994)

“Actors help each other, and help each other to help each other, to perform

their respective activities.” (Normann & Ramírez, 1994, p 39)

Stabell and Fjeldstad (1998), suggest that the value chain should be seen as

just one of three value configurations that can be used to understand the

firm’s value creation. The two configurations other than the chain are

labeled the network, and the shop.

5.2.1 The Network

The value creating process in some service industries is best described as a

value network. Firms in this segment rely on mediating technology and the

service they provide is a “networking service”. Examples of firms that fit

into this description are telephone companies, banks and postal services.

The value in the network is mainly created in the exchange between the

customers, but a customer may also receive value without ever invoking in

mediation services. Not surprisingly, the customer’s value becomes greater

as new members are tied to the network. The primary activities in network

configurations are as follows: network promotion and contract

management, service provisioning and network infrastructure operations.
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Interestingly, most firms have at least some activities associated with

network infrastructure. These activities are important if the mediating firm

wants to stay competitive in the market. Being competitive implies scale

due to the fact that customer value is closely related to the number of

clients within the network. (Stabell & Fjeldstad, 1998)

5.2.2 The Shop

Firms that can be described as value shops generally rely on intensive

technology in order to solve their clients’ problem. Unlike the value chain,

which has a fixed set of activities to create value for the customer, the value

shop is able to use unique solutions for every client. Apparently, this type

of firm is the provider of complex services. As mentioned, these services

are based on the knowledge and expertise of professionals. (Hirvonen &

Helander, 2001) Hence, the main value creation for the clients lies in the

problem solving, which helps the customer to change into a more desired

state. One of the key variables lies in the information asymmetry between

the producer and the customer. (Stabell & Fjeldstad, 1998) Accordingly,

Hamal and Prahalad (1994) argue that the only thing visible to the

customer is the actual benefit he/she receives. The asymmetry is the

underlying reason for a very high level of contact between two parties. The

expectations of the client are often high since the professionals have the

unique competence within their special area. (Stabell & Fjeldstad, 1998)

The actual value creation in the value shop can best be described as a

cyclical process. First all the necessary data must be collected so that the

problem at hand can be properly defined. Then the process to find the

different possible solutions to the problem is started, which hopefully leads

to the choice of the most suitable solution. After the solution is
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implemented there is some kind of follow-up through a control or

evaluation of the results. Sometimes new problems are detected in the

evaluation and the cycle starts over again. These steps, as explained above,

can be seen in figure 5. (Stabell & Fjeldstad, 1998) Hirvonen and Helander

(2001) argue that the supplier has to identify the customer's value creation

process before he can aim at supporting it. This supporting should be done

in a profitable way so that both the supplier and the customer could benefit

from the relationship.

Figure 5: The value shop

Source: Stabell & Fjeldstad, 1998, p. 425

In a “value shop”-firm the pricing process is fairly complicated. But

interestingly, the price of the service is of less importance due to the fact

that value perceived by customers’ lies in the results that the unique

solutions bring. (Stabell & Fjeldstad, 1998) Then, as a consequence, it

becomes increasingly important to recognize the use situation and the

influence it has on value creation. Woodruff and Gardial (1996) argue that

customer’ judgements about a service and its value are based upon the use

situation. Furthermore, the purpose of the customer's value creation process
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is to enable the customer organization to achieve its goals and mission.

This implies that the customer always measures value in relation to its own

goals. Therefore, if the firm is aiming at building a good and long-lasting

relationship with the customer, it must have a thorough understanding of its

customer's vision and strategy. (Hirvonen & Helander, 2001)

The value creating process seems to be based on partner-and relationships

between different actors. Value creation should be described as a value

system. In order to be successful firms have to work together with its

customers and co-produce value. (Normann & Ramírez, 1994)

Interestingly, a very high level of contact, as outlined in the value shop,

seems to require a relationship. The implication being that relationships are

important, and, in many cases, a key element when it comes to value

perception. Even more, unless the customer participates the service

provider can not deliver the service in the most appropriate way. That is,

unless the buying firm implements the advice it has purchased it can not

expect to receive the full value of the service. (Bitner, Faranda, Hubbert,

Zeithaml, 1997)

5.3 Application Of The Value Shop

After conducting two exploratory interviews with consultants we

discovered that there is a very high degree of information asymmetry

between SoftLab and its customers. This asymmetry is also the main reason

why value perception of the specific service becomes so incredibly difficult

to understand and measure. As outlined in the value shop theory (Stabell &

Fjeldstad, 1998), SoftLab relies on intensive technology to solve their

customers’ problems. Each customer has to be treated individually. Thus,
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every problem is unique. Every customer is unique. Ultimately, every

solution becomes unique as well. As outlined in theory, this is the main

characteristic for a firm that has a value creating process that is best

described as a system. After analyzing the interviews we could distinguish

five different phases that conclude the value creation process between

SoftLab and its customers. (See figure 6)

5.3.1 Stage 1

When contact between SoftLab and the customer first is initiated the two

parties try to pinpoint the problem at hand. Very rarely the customers know

exactly what their problem is. That is, they know that they have a problem,

but at the same time they do not know how to solve it. Many times they are

also unsure of the magnitude the problem has. The interviewed consultants

all indicated that customers generally are aware of that things in their firms

are not as good as they could, or at least should, be. Nevertheless, the

consultants also agree upon the fact that customers generally do not know

exactly what they are buying. Or as one consultant put it: ”Often customers

buy a pig in a poke.”

It becomes the task for the consultants from SoftLab to investigate exactly

what is wrong, and what should be done.
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5.3.2 Stage 2

The second phase is all about finding a solution to the problems that were

identified in the previous phase. Most often the customers tend to have

some ideas about what kind of solution that they want to use. But in some

cases the consultant can not agree with his customer. All consultants in our

research stated that part of their job was convincing the customers that the

right solution was picked. The above mentioned situation is very

complicated, and according to our study not all too uncommon. In the

interviews the consultants stated that customers often assume that all their

problems are to be dealt with at once. Since that is not the case, it becomes

the task for the consultants to inform and try to shift down the customers’

expectation level.

Figure 6: SoftLab’s value shop

Source: Interviews with SoftLab consultants
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5.3.3 Stage 3

The third phase in the value creating process is closely related to the prior.

Therefore the problems between the two are similar. This includes a lot of

argumentation from the consultants’ side to convince the customer that the

right solution was chosen. In short, the consultant has to make the customer

understand which solution that is best suited to solve the problem. An old

rule when it comes to business states, “The customer is always right”. In

this case the customer cannot be right all the times due to the complexity of

the problem at hand. Thus, the customers need to be convinced that the

consultant’s ideas will work in their particular case.

5.3.4 Stage 4

Execution and implementation of the chosen solution make out the fourth

step. SoftLab prefers to implement their product (service) at the same time

as a new project is undertaken at the customer firm. The results tend to be

better if SoftLab succeeds in becoming part of the customer’s main project.

Generally, the implementation of a new working model tends to take time

and effort from both parts.

5.3.5 Stage 5

The fifth and final step in SoftLab’s value creating process is the control

and evaluation phase. The interviews with the consultants imply that this is

the weak spot for SoftLab. The firm’s aim is to stay with the clients as long

as it takes to try the model in production through out a project. This is,

according to the consultants, not the case in reality. According to the

consultants the reason is lack of financial funding.
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5.4 Chapter Summary

We have also tried to show that value no longer is created as outlined in the

value chain. Modern society and modern service producing firms are much

too sophisticated to operate as indicated by the old model. Therefore, two

other models describing value creation were introduced, the value network

and the value shop. Much attention was given to the value shop, as it is best

suited to describe the industry where the case firm operates, namely the IT

industry. When analyzing the case firm this also held true. Ericsson

SoftLab proved to be a fine example of a firm that is best described with

the help of the value shop configuration.

As indicated the main value creation for the customers’ lies in the problem

solving, which helps the customer to change into a more desired state.

Another important feature lies in the information asymmetry between

producer and customer.
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“However beautiful the strategy, you should

occasionally look at the results ”

Winston Churchill

6 FRAME OF REFERENCES
____________________________________________________________

In this chapter we will begin with an introduction

to value, where we will present clarifications

and different perspectives concerning value

perception. We will then continue by outlining

relevant theories concerning value perceived.

This put together will give a pre-understanding

of value perception. In the end of the chapter

we will present a theoretical model of value

perceived. This model will also serve as a

foundation for our analysis.
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6.1 Introduction

During the past three decades, the importance of services in the economy

has grown drastically. (Hirvonen & Helander, 2001) Firms face

increasingly fierce competition and much more demanding customers than

they used to. Focusing on value perception as a means of creating a

competitive advantage may be the key to future success. Indeed, Woodruff

and Gardial (1996) argue that those firms that deliver the kind of value that

customers want are able to reach a competitive advantage. Interestingly

value perception appears to be highly personal. Lovelock (1991) argues

that value perceived could be a low price, it could be whatever a customer

wants in the product, it could be the quality a customer gets for the price he

or she pays, or it could be what a customer gets for what he gives. It is also

argued that if firms recognize the importance of value perception they are

also more likely to build relationships with their customers. In the long run

they are differentiating themselves from the competition, making it hard for

their customers to walk away and restart the learning process with another

supplier. (Grönroos, 1996, a)

Value perception is a widely used concept when it comes to business and

marketing. (Woodruff & Gardial, 1996) It can be applied to many different

settings in an organization, be it financial or strategic. Although perceived

value has proven to be a difficult concept to define and measure its

importance can not be underestimated. (McDougall & Levesque, 2000)

Indeed, if organizations are truly concerned about customer satisfaction,

they must focus on customers' perception of service value. (Ho & Cheng,

1999)
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6.2 Conceptual Background

The purpose of discussing the existing literature on value perception is to

give the reader profound background knowledge. Hence, in this next

section we will outline different aspects and thoughts concerning, not only

the perception of value, but such things as the nature of a service as well.

That is, by clarifying the underlying fundamentals these will be firmly

placed in the mind of the reader. It will also put the concept of value

perception in a framework.

6.2.1 The Characteristics Of A Service

In this report we will investigate how customers perceive the value of a

service. Therefore we feel that it is appropriate to explain the nature of a

service. Interestingly, there are some basic aspects that make a service

different from a product. (Grönroos, 1990)

The service is immaterial

The service is abstract, which makes it as hard for the supplier to explain as

for the customer to value. (Edvardsson et. al, 1994) Furthermore, a service

is not manufactured, it is performed. (Middleton, 1994) When production

seizes, then the service seizes to exist too. (Gummeson, 1991)

The service is non-standardized

Since people affect the service it will not be the same from time to time.

That is, the same service will not be exactly similar when it is produced to

different customers. Even more, the social context between the two

situations most certainly differs and that too affects the production of the

service. (Grönroos, 1990)



62

The service is a process

The service is a process in which the customer interacts with the supplier.

Obviously, a customer can interact more or less actively in the process.

(Edvardsson et. al, 1994)

As a conclusion, services are immaterial, they constitute a process or

activity, the production coincides with consumption, and customers

contribute in the service production. (Grönroos, 1990) But there are yet

other aspects of services. Indeed, some argue that a service can be seen as a

service-package. They think that every single service contains several

services put together into one. (Normann, 1992) Most services are built up

in the same way. According to Middleton (1994) the service production is

divided into three levels. These are: core service, concrete service and

expanded service. The core service is the essential part that is designed to

satisfy those needs that are detected in the customer segment. In other

words, the core service is the reason to why a firm exists. For an airline

company an example of a core service could be the transport of a customer

from point A to point B. The concrete service and the expanded service

support the core service. An example could be baggage handling and/or

food onboard the air carrier.

Edvardsson et. al. (1994) discusses the same thing. He has limited himself

by dividing the service into two levels, namely core service and support

service. The support service corresponds to the earlier mentioned concrete

and expanded services. It is argued that the service needs to be outlined so

that the core service satisfies the customers’ primary needs, and the support

service the secondary needs.
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6.2.2 The Characteristics Of A Complex Service

Complex, or professional, services have some additional characteristics

other than the ordinary service. They are services based on the knowledge

and expertise of a professional. In practice, these services are usually a

piece of advice. They could also be plans, or suggestions that the

professional makes for the customer. Generally, the customers are not able

to solve their specific problems on their own. (Hirvonen & Helander, 2001)

Lapierre (1997) shares this view. According to him professional services

are distinguishable by the special qualifications of the provider of the

service to solve problems.

6.2.3 Why Hard To measure Service Value

The existing literature concerning quality has been dominated by value of

goods, and only a small portion has focused on service value. This is due to

some fundamental differences. (Zeithaml, Parasuraman & Berry, 1990)

1. It is harder for customers to evaluate service value than product value.

2. When evaluating service value it is not only the conclusion of a service

that customers value. They also value the process and execution of the

service.

The only thing that counts when evaluating the value of a service is the

customers’ definition of the value. All other judgements are superfluous.

(Zeithaml, Parasuraman & Berry, 1990)
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6.2.4 The Importance Of Value Perception

There is little doubt that service value has been, and will continue to be, a

key construct of interest to marketers because of its implication on

competitiveness. (Cronin et. al., 1997) To be competitive it becomes

critical for organizations to understand their offerings and learn how they

can be enhanced to provide value to their customers. In other words, in

order to build a competitive advantage organizations need to understand

what drivers that create value for customers. (Lapierre, 2000) We are of the

opinion that insight into markets is essential. It should influence a firm’s

ability to be competitive. Thus, according to us, any given firm has to

understand its customers. That is, interpret them with regard to their

perceptions and needs. In conclusion, we feel that any firm should take the

environment as starting point and then focus on its own capability base.

Hamel and Prahalad (1994) use the term core competence to describe this

capability base. Building core competence will contribute to enhanced

customer value. Accordingly, their definition of a core competence is: “A

core competence is, most decidedly, a source of competitive advantage in

that it is competitively unique and makes a contribution to customer

value.” (Hamel & Prahalad, 1994, p 83)

Zairi (1996) claims that core competence can be described as value that

benefits the end customer. Johnson and Sholes (1993) have a slightly

different view. To them core competence embodies the strengths that give a

firm an advantage over its competitors. Furthermore, they argue that

understanding core competence involves comparing major competitors and

the value they provide. Accordingly, Zairi (1996) states that successful

competitiveness is the result of determining the firms’ strengths and
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weaknesses and to fulfil customer needs. We believe that a firm’s ability to

create value for itself and its customers is closely related to its ability to be

competitive on the market. Traditionally, the importance of creating value

for the firm’s customers has been seen as the key competitive factor.

(Porter, 1998) Sweeney and Soutar (2001) go one step further and state that

the only thing that matters for firms in modern society is delivering

customer value. We share the view that the value perceived by the

customer is, not only essential for the firm’s competitiveness, but also the

requisite for its activities. Indeed, Zairi (1996) argues that getting close to

the market and understanding customer needs are key variables when it

comes to being competitive in the future.

To conclude, we believe that insight into market is essential. That is, the

firm should have the market as a starting point. Then it should focus on its

own strengths. Having mentioned this, the reader should begin to

understand the importance of customer perceived value. Without a doubt, a

firm needs to be aligned to the environment. One way of assuring that is to

give the customers what they want. Then, understanding how customers

perceive the value of a product or a service becomes a matter of life and

death for any firm.
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6.2.5 Definitions Of Value

It now becomes important to explore and define value. As mentioned

earlier, perceived value has proven to be a difficult concept to define and

measure. According to Ho and Cheng (1999) quality needs to be included

in order to capture the full meaning of customer's perceived value. It is

clear that what constitutes value appears to be highly personal, and may

vary widely from one customer to another. (Woodruff & Gardial, 1996)

There are numerous definitions of value. Lapierre (1997) has detected four

definitions of value for which supporting literature can be found.

1. The first definition sees value as low price.

2. In the second, value is what the customer is looking for in the product.

3. The third definition views value as the quality the customer gets for the

money paid.

4. Finally, value is what the customer gets for what he gives. This

definition entails all the relevant components of what the customer gets

and what the customer gives to get it.

The fourth definition seems to be the one that is most widely used in

literature. According to Zeithaml (1988) perceived value is the consumer's

overall assessment of the utility of a product based on what is received and

what is given. Obviously, what is received varies across consumers. Some

may want volume, others high quality, while yet others want convenience.

What is given also varies. Some are concerned with money spent, others
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with time and effort. Nevertheless, value represents a trade-off of give and

get components. Zeithaml also points out that customer sacrifices are the

overall monetary and non-monetary costs the customer gives to the

supplier. Non-monetary costs can be defined as the time/effort/energy and

conflict invested by the customer to obtain the products or services or to

establish a relationship with a supplier.

Even more, some researchers argue that relational aspects are essential

when defining value. This idea has been brought to the forefront by

Grönroos (1996, b), who argue that value may also be relationship related.

Hence, perceived value is defined as the ratio of perceived benefits to

perceived sacrifice, in which relationship marketing concepts has to be

included. The value of having a relationship, e.g. the value of commitment

from both parties, also needs to be taken into account when analyzing the

offering provided and the manner in which it influences the customer's

perception of the value. Hence, the relationship itself might have a major

effect on the total value perceived.

Ho and Cheng (1999) argue that value is function divided by cost. But they

also argue that quality needs to be included in the picture. Only then it

becomes possible to capture the full meaning of customer's perceived

value. In other words, customers judge the quality of a product in terms of

the product's capability of performing the desired functions. In this sense,

high quality means high value. Woodruff and Gardial (1996) give us yet

another definition. They argue that economic value forms just one part of a

whole. Therefore, to really understand the concept of value, it becomes

necessary to define it more broadly. Hence, Woodruff and Gardial (1996, p

54) argue that: “Value is as customers perceive it.”
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This definition suggests that products or services are means to an end. In a

specific use situation the customers perceive what they want to have

happened in order to accomplish a desired purpose. As noticed, Woodruff

and Gardial criticize the classical approach claiming that it fails in its

mission to be comprehensive. The modern service oriented approach treat

value as subjective to the consumer. Indeed, Grönroos (1996, a) argues that

the term value is so multifaceted and complicated that the concept

frequently is misused. Instead of trying to understand the underlying

assumptions, namely providing value to customers and how value should

be related to customer needs, the concept is used without efforts and

commitment. (Ravald & Grönroos, 1996) As we see it customer value is a

concept or notion that is closely related to subjective feelings. We have to

recognize that firms have to focus on the needs of customers. Indeed, as

stated by Normann and Ramírez (1994), it is the customers who should be

the focus of a firm’s activities. In this research the prevalent definition, that

value perceived is something you give (benefit) for something you get

(sacrifice), will be used.

6.3 The Relationship

In the next section we want to clarify the notion of value perception further.

Indeed, literature suggests that the relationship between buyer and supplier

is essential when it comes to understanding the concept of value

perception. In fact, Kandampully and Duddy (1999) state that it is the

relationship that sets the value of the service. Lapierre (1997) argues that

since business-to-business professional services are complex, a relational

approach seems relevant. In other words, a complex service needs to be

evaluated as a value creation process. The implication seems to be that we
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have to think in terms of relationships and long-term cooperation between

customers and supplier. Apparently, both value perception and value-

creation are relation-related concepts. (Grönroos, 1996, a)

Grönroos (1996, a) thinks that the relationship should be included when

talking about value perception. According to relationship theories the

customer creates value together with the producer. That is, the two players

co-produce value. This also implies that the customers’ value perception is

affected. They, so to speak, perceive the value that they create. These

thoughts also go in-line with the value creation process described by the

value shop theory. As outlined earlier, SoftLab proved to be an excellent

example of a value shop configuration (see chapter 5).

In order to make these theories and thoughts easier to understand we will

proceed by giving an introduction to the concept of relationship marketing.

Thereafter we will aggregate the notion of perceived value into the

equation.

6.3.1 Relationship Marketing

The central notion in the relationship perspective is that producer and

customer work together in the production process. The joint work is value

creating. In the transaction perspective it is only the product that creates

value. (Grönroos, 1996, a) These facts are illustrated on the next page in

figure 7 .
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relation perspective

exchange perspective

process

 result

value-
distribution

value creation

Relation
Co-operation to
create value for

tcustomer and firm as
starting point.

Exchange
Exchange of value for
money as starting
point.

Figure 7: Perspectives on the direction of marketing

Source: Grönroos, 1996, a, p. 15

Since customers participate in the production of the service it becomes

essential that the interaction between supplier and customer be handled

with care so that the customer can become satisfied with the service.

(Randall, 1993) If these interactions fall out to the customer’s contentment

good conditions for a long-lasting customer relationship is formed.

(Grönroos, 1996, a). This thought is reflected in relation marketing, where

the focus of marketing is shifted from the product to the relationship

between the customer and the supplier. Indeed, as we mentioned earlier,

Grönroos (1996, a) stresses the value of a relationship and suggest that it

might have a major effect on the total value perceived.
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6.3.2 Effective Relationship Marketing

Figure 8 shows what factors that are determinants when it comes to

conducting effective relationship marketing. As seen, it is important for

firms to possess understanding and knowledge about customer’s

expectations. (Evans & Laskin, 1994) Accordingly, Thomasson (1993)

states that customer expectations play an important role. It is equally

important to introduce Total Quality Management (TQM) and empowering

the employees with increased competencies and knowledge. These factors

put together are the inputs in the relationship marketing. Outputs include

customer satisfaction, customer loyalty and increased profitability. As

indicated by the figure, this is an ongoing process that is continually

evaluated and improved. (Evans & Laskin, 1994)

Figure 8: Effective relationship marketing

Source: J.R Evans, R.L Laskin, Industrial Marketing Management, p. 439
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6.3.3 Relationships Over Time

In a relationship it is important that the customer feels that he/she is well

taken care of. Ultimately, a bond between the two parties is created.

(Zineldin, 1992) In any relationship trust is bound to develop after a certain

time. In that situation the customer knows that the supplier is able to fulfill

his needs.

“The customer-perceived value needs to get a deeper understanding, a

deeper meaning – a meaning which do not relate only to episodes, but to

the expectations of the customer and the responsibility of the company to

meet these expectations in a long-term relationship”. (Grönroos, 1996, b, p

25).

Interestingly, Kandampully and Duddy (1999) affirm that the success of

any given firm is dependent on its ability to effect both a profit and a

fulfillment of the objectives of all the concerned parties. Furthermore, the

perceived value of a service may change across use situations and over

time. (Woodruff & Gardial, 1996)

For the customer the value of a durable relationship could be translated into

such things as special benefits. Generally, after some time trust is

developed between the two parties. An ongoing relationship entails many

different contacts over time. Ultimately, the customer often receives a more

personalized service that is valued highly by him/her. (Zeithaml & Bitner,

1996) The interaction between customer and supplier has a vital impact on

customer participation and on the customers’ experience of the service.

These situations are often referred to as “moments of truth”. The concept
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points out the moment when the service supplier has an opportunity to

interact with the customer. Obviously, the customer experiences a number

of such moments during the production of a service. A model by Bitner

(1995) stresses this interaction between customer and supplier.

(1) Physical Evidence, Participants, Process

(2) Product, Price, Place Promotion

Figure 9: The Service Encounter Evaluation

Source: Brown et al, 1991, p. 28. (Figure according to Bitner)
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Even before the first encounter with the organization the customer has a

general attitude towards the service supplier. These affect the customers’

expectations concerning the service delivery. The customers’ reactions of

the meeting with the service producer affect how the expectations and the

result of the service delivery correspond. A lack of conformity can be seen

as either positive or negative depending on whether the service exceed or

do not exceed to the customers’ expectations. Bitner (1995) underlines that

the customer evaluates the conformity between expectations and result

before forming an idea of a definite perception. In the latter part the

customer is also affected by the organizations’ image, past experiences and

“word-of-mouth”. It is also mentioned that some encounters between

customer and supplier are more important than others when it comes to

building a long-term relation to the customer. (Bitner in Brown et al, 1991)

We will now integrate the notion of value perception into the equation.

That is, theories that integrate the relationship aspect in the concept of

value perception will be outlined.

6.3.4 Relationships And Value Perception

In close relationships customers are probably inclined to evaluate the

relationship as a whole instead of evaluating separate offerings. Thus, it

becomes vital to include the effects of maintaining a relationship when

trying to understand how the customer perceives value. The specific nature

of professional services as intangible and complex performances also

makes the relationship approach particularly relevant. (Lapierre, 1997)

According to Grönroos (1996, b) a relationship consists of various

episodes. An episode can be defined as an event of interaction that has a

clear starting point and an ending point and represents a complete
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exchange. The term total episode value is a function of episode value and

relationship value:

Episode benefits + relationship benefits

Total episode value    =

Episode sacrifice + relationship sacrifice

Figure 10: The value concept and relationship marketing

Source: Grönroos, 1996, b. European journal of Marketing, p. 24

As can be seen in figure 10 poor episode value can be balanced by a

positive perception of the relationship as a whole. The customer perceived-

value can be increased on an episode level as well as on a relationship

level. Furthermore, a good relationship implies that the customer becomes

more tolerant when it comes to sporadic inferior execution of a service.

(Grönroos, 1996, b) Even more, if customers believe that they also are

responsible for possible failures, they will be less dissatisfied with the

service provider than the case would be if they believed that the provider is

the only responsible. (Bitner, Faranda, Hubbert, Zeithaml, 1997)

6.4 Additional Aspects Of Value Perception

Several other researchers have elaborated theories and thoughts around the

issue of value perception. We will continue with other aspects and

perspectives of value perception that are complementary to those already

mentioned. For example, Woodruff and Gardial (1996) argue that there are

different types of value. Others refer to value as a customer purpose.



76

6.4.1 Expectations

Customer expectations are something that originates in the head of the

customer. Customers’ expectations of a service generally concern the value

this service will bring. If expectations are met or exceeded customer

satisfaction is achieved. In other words, the customers received the value

that they expected from the service. Hence, customer satisfaction is not

only dependent on the customers’ expectations before the purchase but also

on the experience of it. It is also dependent upon how customers perceive

value. Satisfaction and perceived value does not mean the same thing.

However, we believe that the two concepts are intimately inter-connected

and explain each other. Obviously, there are possibilities for firms to guide

the customer’s satisfaction buy shifting down their expectations. In turn,

this does that the experience exceeds the expectations. If the experience

exceeds or lives up to the customers’ expectations, then customer

satisfaction is high. (Söderlund, 1997) Even more, according to

Kandampully and Duddy (1999) the customer’s expectation of the value is

influenced by the relationship between the two players. Grönroos (1996, a)

argues that expectations primarily are based on market communication,

word-of-mouth and customer needs.

6.4.2 Value “In-use” & “Pride Of Usership”

Woodruff and Gardial (1996) use the notion of customer purpose to explain

value perception. The purpose of the customer can be understood with the

help of two classifications, namely “value in use” and “pride of usership”.

The first classification, “value in use”, might include time efficiency or

dependable transportation. It is an objective that is served trough product or

service consumption. The second classification, “pride of usership”, entails
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the value the customer feels simply from buying the service. Woodruff and

Gardial mention the importance of symbolism and self-expression. It is

important to stress that the two classifications are not mutually exclusive.

Thus, any given service may provide both “value in use” and “pride of

usership”. The specific type of value that the customer requires will

obviously vary with type of service but also with type of customer.

Needless to mention is that customers often have different purposes in

mind when purchasing a service.

6.4.3 Buying Decision

Some researchers have elaborated around the impact of the actual buying

decision when trying to understand value perception. Accordingly,

Dubrovski (2001) uses the customers buying decision as a base when it

comes to determining the value in a product or service. As outlined by

Zeithaml (1988), the decision is a result of the weighting between the

possible benefits the product or service will bring and the required sacrifice

that the customer has to do to gain possession of the product or service.

The decision-making process is according to Dubrovski made up of five

different phases. They all try to explain different aspects of the customer’s

behavior throughout the buying process. The actual buying decision

process generally consists of pre-buying, buying and post-buying phases.

Neither the price nor the quality (both highly subjective variables) can

determine the buying decision. The determining factor is the value relation

between the two variables. (Dubrovski, 2001)
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6.4.4 Value Dimensions

Woodruff and Gardial (1996) argue that it becomes vital to identify so-

called customer value dimensions. Obviously, identifying them requires

interaction between the firms and its customers. A value dimension may

consist of a component or feature of the service, such as on-time delivery

or quality. Sweeney and Soutar (2001) are of the same opinion. According

to them it is possible to detect four different value dimensions. The

dimensions are termed emotional, social, quality/performance and

price/value for money. All dimensions may be important depending

somewhat on the specific product or service being offered by the firm. It is

clear, though, that all dimensions are interrelated. It is also clear that these

value dimensions are formed by both tangible and intangible experiences.

Most likely they are bound to entail other aspects, such as a feeling of trust

in the relationship. (Woodruff & Gardial, 1996)

6.5 Our Analysis Approach

We have, with this chapter, introduced a concept that is very vague and

difficult to grasp. Furthermore, the concept is almost impossible to

measure. Nevertheless, it is an important concept that needs to be further

explored. (Woodruff & Gardial, 1996)

The importance of customer expectations, for example, is documented in

the literature. We also feel that this variable plays a role when it comes to

value perception. Thus, it needs to be considered. Hence, customer

expectations will serve as a background variable that describes the

customer’s mindset before engaging in the service process. The implication
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is that the customers through, for example, market communication, word-

of-mouth, and own needs form an idea of what value that is to be expected.

(Grönroos, 1996, a) Kandampully and Duddy (1999) state that the

customer’s expectation of the value is influenced by the relationship

between the two players.

As already mentioned, this chapter has provided us with a framework on

which we base our continuos work. Hence, we have concluded that some

factors are crucial to investigate and understand in order to achieve the

purpose of this report. Figure 11 indicates which those factors are. The

variables that are mentioned as sacrifices, as opposed to benefits, constitute

the customer’s perception of the service’s value. As a reminder to the

reader, value perceived is often defined as a trade-off between give and get

components. (Zeithaml, 1988, Lapierre, 2000) Nevertheless, it seems as

though value perception must be understood as a process where

consideration is taken to the relationship. (Grönroos, 1996 a, b; Bitner,

Faranda, Hubbert, Zeithaml, 1997) As we see it that process should include

a trade-off between benefits and sacrifices.

Lapierre (2000) has developed a model, see figure 11, where value

perceived is the result of the comparison between benefits with sacrifices.

Hence, Lapierre seizes upon the definition given by Zeithaml. (1988)

According to Lapierre, sacrifices are the total costs, both monetary and

non-monetary, perceived by customers. Customer sacrifices are the overall

monetary and non-monetary costs the customer invests or gives to the

supplier in order to complete a transaction or to maintain a relationship

with a supplier. This fact can be seen in figure 11.
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Figure 11: Total value

Source: Lapierre (2000) The Journal of Business & Industrial Marketing. (Vol. 15) No.

2/3 2000, p. 122-145

In order to test the benefit aspect of the model these are divided into three

sections, namely product-related, service-related and relation-related. Since

we, in this report, are trying to understand how customers perceive the

value of a service we will we leave out the product-related variable. This

fact is also reflected figure 11, where the box presenting the product-related

variable is gray. As can be seen, all three sections are determined by the

two latent variables, benefit and sacrifice. (Lapierre, 2000)

These variables are to be found in most theories, but as we realize that the

course of events is complex we have tried to visualize the service process

by adding a time aspect. Indeed, according to Woodruff and Gardial (1996)

the perceived value of a service may change over time. Therefore, to

integrate the process approach, we will apply this model both at an initial

stage of the service delivery, and at a final stage of the same. We have, so
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to speak, frozen two images in order to be able to see if any changes in the

customer’s value perception have occurred. Then, and only then, an

understanding of how customers’ value perception changes over time can

be achieved in a fairly manageable way.

The two settings, that is the initial stage as opposed to the final stage, will

then be compared. The variables that are to be found in the model

constitute the background that forms the foundation for the analysis. That

is, in order to achieve a clear stringency in the report the empirical findings

will be presented in accordance to figure 11. Furthermore, the data will be

analyzed and presented in the same way.

6.6 Chapter Summary

In this chapter we have shown the complexity of the concept of value

perception. It is sometimes referred to as something individual and

personal, yet sometimes as something that is more related to money.

Accordingly, Grönroos (1996, a) wants to evaluate value with the help of

non-monetary indicators. He considers the long-term relationship as being

important. Others, like Lovelock (1991) and Lipsey (1995), want to align a

price on value. As noted, we have demonstrated that value and value

creation works in both ways. That is, the value creation should be mutual in

order to be really effective. There are indicators that show that if both

parties are involved in the business process chances are that the outcome

will benefit the two. The objective for any producer, then, becomes to

nurture customer relationships so that the objectives of both parties are met.
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The importance of relationships was demonstrated. As the actual

relationship influence the value perceived its importance could not be

overestimated. Furthermore, as services are the outcomes of interactions

between different players, customers themselves have a vital role to play in

creating service outcomes and enhance their own value received.

The chapter ended with a presentation of our analysis approach. By using

this approach we take hold of a theory outlined by Lapierre (2000).
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”The farther backward you can look, the farther

forward you are likely to see.”

Winston Churchill

7 EMPIRICAL FINDINGS
______________________________________________________________________

In this chapter the empirical data is
presented. In order to achieve greater
understanding the data will be presented in
accordance to the analysis model that was
outlined in the previous chapter. This is
done in order to achieve a clear stringency
in the report. The chapter ends with a brief
summary.
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7.1 Introduction

As we already outlined in one of the previous chapters, firms that function

as value shop configurations provide unique solutions for each and every

one of their customers. The aim is to help the customers transform into a

more desired state. (Stabell & Fjelstad, 1998) As this description conforms

to the activities of our case firm, we choose to use the cyclical process of

the value shop as starting point when presenting our empirical findings.

The main objective is to understand how changes occur in the customer’s

value perception during this process. In conclusion, the value shop

configuration allows us to freeze some well-defined stages of a process. It

should be mentioned yet again that all respondents in the study, both

consultants and customers, recognized these different stages.

As we think that it will serve as a good piece of background information

we will start by presenting what expectation customers had on the service

before engaging in the process. We believe that the reader will find it

valuable since it most certainly becomes easier to gain access to and

understand the remainder of this chapter.

Finally, in this chapter all consultants are referred to as consultants and all

customers are referred to as respondents. Furthermore, the quotes taken as

stated by consultants will be presented using italic, bold text. The quotes as

stated by the respondents will be presented using italic text only.
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7.2 Expectations

The first thing that we want to establish is what the customers knew about

the service before actually purchasing it. This should also indicate just how

well informed the customers, as a group, were about the characteristics of

the service. Obviously, this knowledge included expectations on benefits

and sacrifices.

As we approached customers we came to realize that although having poor

knowledge in general, they all had very high expectations on the service.

The provider of the service also confirmed this fact. Hence, as a

consequence all consultants stated that they easily could notice that

customers had very high expectations. Moreover, according to consultants,

customer expectations are general, broad and include the notion of reaching

a desired future state. Many consultants argued that the expectations the

customers had were not always realistic. Indeed, one consultant indicated

that customers almost never have realistic expectations. He argued that

customers always tend to concur to wishful thinking about magnificent

ideas. These ideas then become the customer’s expectations:  ”The

customers often get into their heads that it would be nice to work

according to the RUP. But they do not have a clue what it is all about.”

As noticed, this consultant indicated that customers are unaware of the

basic fundamentals of the service before purchasing it. Other consultants

pointed out the same thing, although not in the same “straight-forward”

manner. Instead these consultants indicated that customers had some

knowledge, but that this knowledge was insufficient: ”The customers

generally understand the big picture. They are not satisfied with where
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they are today and want to move to another place. But they do not know

how to get there.” Another consultant also gave voice to the same opinion:

”They (the customers) are aware of the fact that they have a problem.

But from that awareness to actually understanding where the problem

lies, there are miles apart.”

These thoughts were somewhat confirmed by the customer group since

many of them indeed indicated that they possessed very little knowledge of

the service. Or as one respondent put it: ”Well, we did not know much at

the time. We had heard somewhere that RUP was state of the art.” It

became clear that consultants put other aspects into the equation when

talking about customer expectations. Consultants stated that since

customers generally do not possess the sufficient pre-understanding of the

service, they tend to think that every problem will be solved. One

consultant mentioned that most of the times, due to both financial and

practical aspects, just one specific problem (and not all problems) can be

dealt with and taken care of. The customers sometimes have other

expectations: ”The expectations customers have is that all their existing

problems will be solved.”

It has been made clear to us that SoftLab does not spend nor much time,

nor much money on market communication. The consultants stated that the

firm occasionally attended fairs, but that was about it. It does not come as a

surprise then, that most customers had heard of SoftLab via friends or

colleagues. This fact was apparent throughout the entire customer group

and is reflected in this quote: ”My friends had tipped me off. So I knew

what Softlab was capable of. They seemed to be the best player within their
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field of competence.“ Another respondent simply stated: ”I know that

competent people work there.”

In this particular case, it always seemed to be the customers who initiated

the service process by contacting SoftLab. Both consultants and

respondents confirmed this fact. Consultants indicated that it had to do with

the need that customers generally felt for the service. Indeed, a lion’s share

of the respondents also stated that they found themselves in a problematic

situation and thus were in need of the service. Many respondents simply

stated: ”Indeed, we felt a need for the service.” Or as another respondent

put it: ”If we would not have felt a need, we would not have purchased the

service.”

In conclusion, the customers that we have interviewed in this study

generally seem to have had a low pre-understanding of the service.

Moreover, they all felt a need of the service, and almost all had heard of

SoftLab and the service via friends or colleagues.

7.2.1 Expectations On Sacrifices And Benefits

With our previous discussion we have outlined the background variables

that “dictate” the customers’ expectations in a wider sense. But we also

found it important to ask the respondents what expectations they had on the

benefits and sacrifices that the service would/could provide. When

answering this particular question many customers indicated that they had

rather vague ideas about what benefits/sacrifices to expect from the service.

Almost all respondents indicated that the main sacrifice was the price they

had to pay for the service. Some respondents also mentioned commitment

and effort as being sacrifices that they expected. Expectations on benefits,
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then, also seemed to be quite vague. But the most obvious benefit that

customers expected from the service was the possibility to work in a more

efficient way. Since the service concerns the implementation of a new

working method this is not exactly surprising.

7.3 Initial Stage

As the heading indicates, this section brings up the initial stage of the

service delivery process. In this, the first part, we will present the

consultants’ ideas and thoughts. This will serve as an excellent background.

Then we proceed by presenting the customers’ perception of value at this

stage of the service delivery. As mentioned earlier, this presentation is done

in accordance to the established analysis model.

7.3.1 Initial Stage Background

At this early stage the relationship between customer and supplier is young

and therefore rather undeveloped. Nevertheless, consultants mentioned that

one way of making sure that the relationship between the two parties would

work in the future was to create good personal relationships to “key-

persons” among customers. According to one of the consults this is very

effective. Notably, this “key-person” has to present certain characteristics.

Consultants indicated that this person is the one that the other employees at

his/her organization listen to and respect. Hence, this person assumes the

role of a “missionary”. Consultants also argue that he/she is able to help

them (SoftLab) to reconcile existing differences. Or as one consultant said:

“The optimal situation for us is if an employee in the customers-firm can

assume the role as missionary. Usually, people look up to the missionary

and we can use him as our channel in.”
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Another consultant stated that one important aspect at this initial stage was

to persuade the customers to see things his way. He stated that these

persuasions were a necessary evil, and that it sometimes is difficult to get

the customers to understand what is best for them: ”They (the customers)

often demand solutions that they do not really need. We try to provoke

them so that their preferences are changed.”

The same consultant said that there were some differences between

customers. Moreover, he indicated that it generally was easy to “sell” the

ideas of the right solution to the executives at the customer firm. But from

that point it generally becomes more difficult. Most technicians and other

end-users seem to be more skeptical to new ideas than management. All

consultants also stated that management in the customer firms failed in

their mission to promote the use of the new working model (the service).

Instead of supporting SoftLab and co-operate, management tend to put

much responsibility on SoftLab. One of the consultants said: ”In many

occasions it should be management’s task to sell the solution to the

people working in their organization. But that tend to be put on us.”

In conclusion, all consultants stated that it is of utmost importance to

understand that they come in as outsiders. Therefore it becomes important

for the consultant to get the customer to trust in his/her competence. All

consultants argued that this is extremely important already at the initial

stage of the service delivery process. According to one of the consultants

solely talking can not create trust. He argued that both trust and confidence

is based on action rather than on anything else: “ You do not have to be

best buddies, but you have to build up the customer’s confidence in you.
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The belief that there is some substance in what I say… it has to be proven

by my actions.”

7.3.2 Benefits

As a reminder to the reader, we are now going to present the empirical

findings that bring up the benefits at the initial stage of the service delivery

process.

Service-related Benefits
When answering the questions concerning benefits, the majority of the

respondents stated that these revolved around an improvement of their

firms’ overall efficiency. That is, they all indicated that benefits concerned

a general shift in the operations of their organizations. Some even had a

hard time specifying any particular benefit or outcome other than a “more

desired future state”.

Obviously, at this initial stage customers are very dependent upon the

expertise of the consultants from SoftLab. Customers have to rely on the

consultants. A working order has to be outlined and this implies that the

customer slowly begins to learn and understand what the service is all

about. Indeed, many customers argued that they saw benefits as “help to

solve problems”. That is, respondents saw benefits as something that they

would receive from the service provider that would set right their

organizations. Some indicated that the benefits concerned an increase in the

overall knowledge level of their firm. Or as stated by one respondent:

”…that they would bring us that kind of knowledge that we did not possess

ourselves.”
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Yet others argued that benefits encompassed the resolution of all problems

that faced their organization. In fact, this answer was rather common in the

customer group. One respondent put it like this: “…solve all existing

problems that our organization face.”

Other benefits that respondents argued for included an efficiency boost. A

lion’s share of the respondents stated that this benefit was the most

important one for them. At least at this stage of the service delivery

process. They argued that since they had bought a new “working model”,

that in fact was to increase the overall efficiency of their organization, then

this also meant that they viewed this as a clear-cut benefit. Hence, it was

rather common to hear customers say things like: “For us, the main benefit

is to be able to increase our overall efficiency.”

For some respondents benefits also had to do with the possibility to

increase future earnings. These respondents stated that the increase in

efficiency would translate itself into an increased monetary profit. It was

also argued that another side of the same coin implicated the possibility to

cut costs as a result of the efficiency boost. Either way, they said, profit

will increase. They viewed this as an obvious benefit that could be directly

derived from the service provided by SoftLab.
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Relation-related Benefits

Many respondents argued that it was difficult for them to recognize any

benefits that they could describe as being related to the relationship. It was

generally argued that the relationship between them and SoftLab was not

yet developed. Therefore, many respondents simply stated that

relationship-related benefits were hard to identify at this early stage.

Nevertheless, some indicated that they began to place confidence in

SoftLab already from the start of the relationship.

Indeed, when conducting the interviews it became clear that some

respondents were very keen on mentioning and discussing the sense of

security that was derived from working in co-operation with such a well-

known and well-respected firm as SoftLab.

7.3.3 Sacrifices

Under this heading we will present the empirical findings that bring up the

sacrifices at the initial state of the service delivery process.

Monetary Sacrifices
When discussing and asking about sacrifices all customers stated that the

most obvious sacrifice was the price they had to pay in order to purchase

the service. The following quote was typical and illustrates the importance

of price: “Obviously, one major sacrifice was the money we had to spend

to purchase the service.”

In all, respondents were quite frank when it came to describing the

sacrifices that they detected at this initial stage of the service delivery

process. As it happens, the monetary sacrifice was the predominant one.
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Relation-related/non-monetary Sacrifices

The initial stage does not seem to contain many sacrifices other than the

rather obvious monetary sacrifice. The respondents in this study back this

fact. They argue that it is difficult to have other types of sacrifices in mind

other than the price. In fact, only a few respondents stated that they viewed

other aspects and variables that could be labeled sacrifices: “We had to

make an effort to get the show started.”

As can be seen in the above-mentioned quote these sacrifices all concerned

such things as commitment and effort. They can be referred to as being

non-monetary or related to the relationship. Nevertheless, a lot of

respondents indicated that they could not detect sacrifices attributed to the

relationship. These respondents all argued that the difficulty was due to the

fact that the relationship was young.

7.4 Final Stage

As the heading indicates, this section deals with the final stage of the

service delivery process. We will begin by presenting the consultants’ ideas

and thoughts. This is done in order to provide the reader with an

introduction to this stage.

7.4.1 Final Stage Background

As mentioned earlier, the benefits/sacrifices of a new working method are

not always obvious to the people directly involved in the projects. The

consultants we have talked to are aware of that concrete facts are more

convincing than vague ideas. One of the consultants puts it this way: ”In

order to persuade customer employees I generally bring a new tool with
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me. In that way it becomes easier to get to them. You have to remember, it

is technicians that we are talking about.”

Otherwise the consultants can not do more than arguing for the solution

they have chosen in each particular case. After all, they are the

professionals that know how to solve the problems that the clients are

facing. Generally it seems like it is easier to “sell” the idea of the proper

solution to the executives at the customer firm. All consultants stated that,

at the final stage of the service delivery process, changes had occurred

concerning how the customers acted and reacted. One of the most obvious

changes in this the last stage of the value creating process is that customers

consider both benefits as well as sacrifices as being much more concrete

than earlier. It also seems like the consultants have been able to point out

the benefits and direct the customers’ attention towards them.

7.4.2 Benefits

We are now going to present the empirical findings that make out the

benefits at the final stage of the service delivery process. Obviously, these

are presented in line with the analysis model.

Service-related Benefits

According to respondents the final stage of the service delivery process was

somewhat different to the initial stage. For example, many argued that it

became easier and easier to detect concrete results of the service. Some

respondents stated that these concrete results could be a feeling. That is,

they began to feel that their future projects would be better managed when

using the new working method. In short, the work would be done in a more

efficient way. Even though this efficiency could not be expressed in
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numbers and figures, the customers still were able to detect it: “This new

method meant an increased efficiency.” For many respondents it was also

apparent that this new efficiency would bring increased revenues to their

organizations: “Today we view increased future profits as one major

benefit”.

As indicated by respondents the benefits at this stage seemed to be very

much directed towards concrete facts and results. This was also, according

to respondents, a result of the increased knowledge that they had gained

during the service delivery process. In short, they had a better

understanding of the service at this stage than at the earlier stage. One

respondent said that it was not until this stage of the process that he was

able to really see the “hard-on” benefits. Or as he himself put it: ”We saw

the possibility to reduce our lead times dramatically.”

One of the respondents pointed out the fact that it had become easier to

attract new employees to his organization by adopting a new and modern

working model. Furthermore, this respondent also indicated that the

existing employees, with the new working model, would be able to move

around departments without more than a minimum of special training. Or

as this particular respondent put it: “It will be easier to attract new

employees when using this newly implemented working method…when all

departments use the same methods circulation will not be as complicated.”

Other benefits were also mentioned. These included the ability to solve the

specific problems and gain easier access to new information and

knowledge. As a conclusion, the majority of the respondents stated that the

main service-related benefit still involved a change in the efficiency-level

of their organizations.
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Relation-related Benefits

At this, the final stage of the service delivery, many respondents indicated

that they felt more involved in the service production. Some argued that

they had begun to realize that co-operation was necessary for a successful

service delivery. Even more, a big part of the respondents stated that it now

had become more important to have support from all players, including the

management at the own organization. But as mentioned, almost all of the

respondents indicated, in one way or another, that: “Obviously, you can not

be a passive figure outside the process.” That is, respondents manifested

the necessity of collaboration. Many argued that they, at this stage, began

to feel more secure of themselves and their responsibilities. Some indicated

that they became more and more active throughout the entire service

delivery process. Hence, these respondents also argued that they, at the

final stage of the process, really began to feel as a part of the same.

Other respondents indicated that a trust had developed between them and

SoftLab. They were also quick to point out the value, and responsibility, of

having a well-functioning relationship. These respondents simply argued

that this “value” manifested itself as trust. Or as one respondent stated:

“We began to trust SoftLab. They wanted the best for us.”

Yet other customers argued that a good relationship and close cooperation

was needed to come to terms with all kinds of problems. One respondent

described it like this: “Most assignments are hard to specify in detail.

Therefore, so it is important to do check-ups during the process. Then a

good relationship is needed… It worked really well for us since we had a

very good relationship to each other. ”
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As a conclusion, the respondents stated that the relationship between them

and SoftLab had undergone changes. Many argued that it had become

deeper. Almost all indicated that the relationship “produced” additional

benefits other than the ones that were directly attributed to the service. The

finest example is trust.

7.4.3 Sacrifices

We are now going to present the empirical findings that outline the

sacrifices at the final stage of the service delivery process.

Monetary Sacrifices

Respondents were all unanimous. That is, they considered price to be the

most obvious and “painful” sacrifice. Indeed, price still proved to be the

sacrifice that all detected. Many argued that their opinion on price had not

undergone any changes during the process. One respondent simply

indicated that: “The most obvious sacrifice was the money that we had to

spend to purchase the service.”

In short, many respondents still emphasized price as being the most

significant sacrifice. Most respondents stated that SoftLab was more

expensive than competing firms within the same niche were. Nevertheless,

these respondents also argued that SoftLab was the cheaper choice in the

end since consultants worked very efficiently.
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Relation-related/non-monetary Sacrifices

Many respondents argued that they now, at the final stage of the service

delivery process, began to detect sacrifices that were more aligned to the

relationship. For example, some stated that they felt rather insecure due to

the fact that the responsibilities of the two parties had not been properly

outlined. Thus, some of the respondents pointed out that they still were

very much dependent on the supplier of the service. One respondent, whose

organization was about to begin the implementation of the new working

model at the time of the interview, demonstrated this all too well: ”We

assume that we will be able to make use of the services of SoftLab when it

is time for implementation.”

Others argued for the same thing. They stated that they had felt somewhat

abandoned by SoftLab when it was time for implementation. In some cases

this fact also nurtured a feeling of insecurity among the customers. They

did not feel that they totally understood the process and hence they felt

reliant on SoftLab. Nevertheless, this was not entirely blamed on SoftLab.

Some respondents argued that they too were to blame: ”I do not think that

it was really obvious what we wanted and thus we expected SoftLab to be

more active during the implementation process. On the other hand, I am

sure that SoftLab felt that we were not doing our part.”

Many respondents argued that these “misunderstandings” could be

attributed to the lack of communication. Some respondents also stated that

this lack of communication translated itself into “responsibility issues”.

According to these respondents one major sacrifice was the blur outline of

responsibility. It was not properly stated who was going to do what.

Nevertheless, this is also a factor that SoftLab have recognized. Indeed,
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some consultants also point out the fact that the responsibilities are not

always properly outlined before projects are initiated. This is, by some,

viewed as a major sacrifice: ”Sometimes expectations are not met due to

misunderstandings in the initial stage of the process. Perhaps the

responsibilities were not properly outlined.”  Many respondents also stated

that implementing the new service took considerably more time, effort and

commitment than they had expected. Hence, almost all respondents stated

that they had to work harder than they initially expected in order to receive

the full “benefit” of the service.

As indicated, some of the respondents mentioned time as being a sacrifice.

They generally argued that the time it took to deliver the service was longer

than they had initially expected. One respondent had another aspect on the

“time” variable: “Much time was lost due to the fact that we had to

convince our own employees that this new working method was good.”

Many respondents stated that they were able to take hold of the fact that co-

operation also meant hard work. This fact, according to some, became

apparent at the latter part of the service delivery process.
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7.5 Epilogue

We feel that it is important to give an account of the entire service delivery

process. Hence, this section will bring this process to an end. That is, it has

its place since it will provide the reader with an understanding of the entire

process, from expectations to closure and follow-up.

As it happens almost all customers that we have spoken to state that the

service provided by SoftLab was quite satisfying. These voices represent

the customer group: “The results coincided perfectly with our

expectations.” Another respondent stated: “Yes, our expectations were met.

It worked, they were fulfilled.”

SoftLab has the outspoken vision to stay with the customer until the new

working model is tested in production. According to some consultants this

procedure ensures satisfaction. At the same time all consultants were of the

opinion that SoftLab, and themselves, fail in their mission to do follow-ups

of their work. Consultants stated that customer inquiries are performed

during projects, but that a more thorough feed back after the completion of

a project barely exists: “Honestly, I do not know if we have any follow-

ups. Let us assume that we finished a project last year…Then I doubt

that anything more is done.” Not everyone put it so neatly. One of the

consultants simply pointed out the fact that it was not the thing that SoftLab

was best at. Or as he put it: “We stink when it comes to follow-ups.”

The customers did not recognize this flaw in SoftLab’s repertoire. If this

seems to be dependent of the fact that there has not been any real need for
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follow-ups in all cases. One of the customers told us: “We have not felt a

real need of a follow-up.” The needs for follow-ups among the customers

seem to differ. Most of the customers that we have been in touch with have

not had any problems yet. The general assumption is that SoftLab will take

action if there would be any problems with the new working model: “We

have been calculating with additional help from SoftLab if we encounter

things that we cannot manage on our own.”

The customers are ready to pay for these additional services and some of

them already have considered buying for example phone support from

SoftLab. SoftLab on the other hand will of course help the customers if

they ask for help, but consultants put the responsibility on the customer.

Various reasons interfered with the wishes to improve the follow up

process from SoftLab’s point of view. These included aspects such as time

and cost: “In some cases a better follow up is necessary. On the other

hand you want to get paid for providing that service. So, it is hard.”

Another consultant stated: “It is because we do not have nor the time, nor

the resources.”

To conclude this epilogue we need to point out that customers tend to be

very sure of how the services that SoftLab’s consultants have provided has

brought value to their firms. All the customers that we have interviewed

said that they are able to detect clear benefits of the service that SoftLab

has provided. Generally the results are at least as good as expected. We

have to keep in mind though, that not in all cases the new working model

had been fully implemented at the time of the interviews. Follow-ups might

be needed to get them running.
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7.6 Chapter Summary

In this chapter a selection of the empirical findings were presented. These

were collected by in-depth interviews with both consultants and customers.

Generally, expectations are very high. As indicated by respondents, the

over-all pre-understanding of the service is poor. Nevertheless, all

customers feel a need for the service. The main reason for purchasing the

service seems to be the possibility to increase the efficiency of the

organization. This will also lead to future profits.

At the first stage benefits still include an increase in efficiency. The main

sacrifice can be attributed to the price. At the final stage respondents began

to recognize the importance of a well-functioning relationship. Benefit-

factors take hold of the efficiency aspects. Sacrifices include such aspects

as misunderstandings and responsibility-issues. Price continues to be an

important sacrifice.

SoftLab does not carry through follow-ups at a more profound level. All

consultants indicated that the firm could do better at that particular aspect

of the service delivery. Nevertheless, customers stated that they did not feel

any need of more thorough follow-ups.
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” Man will occasionally stumble over the truth, but

usually manages to pick himself up, walk over or

around it, and carry on.”

Winston Churchill

8 ANALYSIS
____________________________________________________________

In this chapter we will analyze the empirical

findings. This is done with the help of the

analysis model that we presented in the frame

of references. Thus, the outline of this chapter

will obviously be very similar to previous

chapters. The analysis has been divided, like

the empirical findings, bearing the service

delivery process in mind. As mentioned earlier,

we have taken two “snapshots”, one of the first

phase of the process and one at the final phase

of the same. Then we will outline the

differences or changes that might have

occurred during the process. These stages will

then be compared. The chapter ends with a

brief summary.
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8.1 Introduction

In this particular study customers find themselves in a special situation

since they do not know exactly what they are buying. Clearly, the service

that is provided can be described as a very complex one since it is based

upon the expertise and knowledge of professionals. (Hirvonen & Helander,

2001)

As already mentioned, the concept of value is complex and rather difficult

to grasp. Some definitions imply that there is some kind of trade-off

between a sacrifice and a benefit. (Zeithaml, 1988, and Kashyap & Bojanic,

2000). Others, like Grönroos (1996, a), claim that value perception is a

relationship-oriented concept.

8.2 Disposition Of The Analysis

As various scholars (Zeithaml, 1988, Lapierre, 2000), we define value

perceived as a trade-off between give and get components. As already

mentioned, we will analyze the empirical data by making use of the

analysis model presented in chapter 6. This model will be applied at two

separate stages of the service delivery process, namely the initial stage and

the final stage. We find it illustrating to analyze benefits by dividing this

category into service-related and relation-related. Then, under each of these

headings the findings of the two stages in the service delivery process will

be presented and analyzed. We begin by analyzing the benefits. We

continue by analyzing the sacrifices. A comparative analysis will conclude

each particular section. Finally, to make this entire chapter more accessible
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and easier to understand we will present an analysis summary at the end of

it. This summary should be seen as an attempt to bring together the results

of the different stages.

Nevertheless, we will begin by analyzing the expectations customers had

on the service. Indeed, customer expectation and its implications will

undoubtedly serve as a good background variable for the reader. It then

becomes easier to grasp the latter part of this analysis and put the results

into a broader perspective. That is, customer expectations are something to

relate the results of the latter part of the analysis to.

8.3 Expectations

According to Evans and Laskin (1994) it is very important for a firm to

recognise what customer expectations are. We have discovered that firms

that turn to SoftLab generally have high expectations on the services that

SoftLab provides. Accordingly, Stabell and Fjeldstad (1998) argue that,

when it comes to complex services, expectations often are high. Then our

findings go in line with theory. Customer expectations are, according to

Grönroos (1996, a) affected by such things as needs, image, word-of-mouth

and market communication. We have been able to establish that all

customers in this study were oriented mainly by their needs. In short, their

expectations were affected more by concrete needs than by other factors,

such as image. Nevertheless, word-of-mouth and pre-understanding of the

service also affected the expectation-level of the customers in this study.

Hence, we found that customers, in many cases, were advised by friends or

colleges to purchase the services from SoftLab.
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We have also been able to establish that customers think that the service

provider, in this case SoftLab, possesses a unique competence. This fact

also provoked the customers to turn to SoftLab in the first place. All

customers had identified a problem within their own firm. Thus, they were

all in need for the special competence possessed by the service provider.

Nevertheless, we have noted that this need is, in most cases, rather vague.

This finding goes well in line with suggestions made by Fjeldstad and

Stabell (1998). They argue that the information asymmetry between the

parties is great. Indeed, this fact does affect the way customers view the

service. Generally, they do not realize exactly what service they need

before investing and implementing it. As a consequence it becomes very

hard for them to know what expectations to have on the service. All

respondents in the customer group did mention the same thing. The

consultants are aware of this fact and try, even before the process is

initiated, to inform the customers so that their knowledge about the

problem and solution increases.

8.3.1 Expected Benefits

We have been able to see that, within the framework of this study, an

increased knowledge-level in combination with a wipe-out of all existing

problems are the main benefits that customers expected. Expected benefits,

then, tend to be somewhat vague and unrealistic. We believe that this is due

to the existing information asymmetry between the parties. This asymmetry

is typical for markets where value is created according to the value shop

configuration. (Fjeldstad & Stabell, 1998)
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8.3.2 Expected Sacrifices

In this study price was the main expected sacrifice. Indeed, this seems to

have been the only sacrifice that the customers generally calculated with

when contacting SoftLab. This view, that we would describe as a rather

transaction oriented one, does not really match the value shop process that

can be found in SoftLab. Indeed, Fjeldstad and Stabell (1998) argue that

price is of no importance in these types of configurations. What we have

found does not go in-line with their theory. Nevertheless, we think that this

has to do with the existing information asymmetry between the two

players. We see this focus on price as a consequence of the value shop. The

information asymmetry itself explains that customer focus on price simply

for the fact that they are unable to detect any other sacrifice. In short, the

lack of information (knowledge) provokes customers to consider price as

being so important.

8.4 Comparative Analysis

As mentioned we will bring the results of the analysis together in one

framework. This includes comparing the results of the two stages. All

variables that are to be found in the analysis model are analyzed separately.

These variables are service-and relation-related benefits as opposed to

monetary-and non-monetary/relation-related sacrifices. We will begin by

analyzing the benefits. We will then proceed by analyzing the sacrifices.
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8.5 Benefits

The service-related benefits and the relationship-related benefits are

analyzed separately. Under each of these headings an analysis of the two

stages in the service delivery is outlined. Thereafter a comparison of the

two stages is presented under a new heading.

8.5.1 Service-related Benefits

Initial stage

We were able to establish that, at the initial stage of the service delivery

process, one benefit included getting a solution that would solve all

problems. Perhaps this is the most apparent benefit. But it is also somewhat

unrealistic and we see a clear-cut connection to the expectation-level that

the customers have. As outlined earlier, we feel confident that these rather

unrealistic thoughts can be explained by the information asymmetry.

Customers are unaware of how the service actually works, and what

actually purchasing it can solve.

Indications also told us that benefits at the initial stage are highly oriented

towards increased efficiency, leading to monetary profits. In most cases

this is related to the shortened lead-time that most customers are expecting.

As argued by Lapierre (2000), these aspects can be related to the service

itself.

As an additional factor, the value creating process has just started. We have

demonstrated that customers in general have a low pre-understanding of the

service. Nevertheless, some customers had better pre-understanding than
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others. We found that customers that did have a fairly good pre-

understanding already at this initial stage identified additional benefits.

Final stage

At the final stage of the service delivery process many customers still

emphasized the service-related aspects. This included providing a solution

to a specific problem, which is obviously the most apparent benefit. The

customer would probably not have contacted SoftLab in the first place if

they did not feel that they had a problem of some kind. This need for help

were in most cases rather vague and it was up to the consultants to

concretize the problem and find a solution to it. It is important that this is

done in such a way that the customers still feel that they are getting exactly

what they want. In reality, though, they are being somewhat manipulated

by the consultant.

A shortened lead-time still proved to be an important benefit. Indeed, we

found that by using the solutions that SoftLab’s consultants suggested most

customers were able to shorten their lead-time. We think that this benefit is

very closely related to the competitiveness of the customer firms.

According to Cronin et al (1997) the value of a service is its implication on

the buyers competitiveness. In our study we found proof that the provided

service has effects on the buyer’s competitiveness.

We were able to detect two other important benefits, namely time

efficiency and cost-reduction. Nevertheless, these two benefits are closely

related to the previous benefit. Furthermore, all three benefits can be

related to the notion of competitiveness. At this stage the value creating

process had been up and running for a while. It was established. We think
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that this is important to have in mind. All customers were able to detect

additional benefits other than the above mentioned. We believe that this

also has to do with the fact that the information asymmetry between the

players had diminished considerably.

Comparing The Service-related Benefits

As seen here, benefits that are labelled service-related could be found in

both stages. As outlined by Lapierre (2000), these benefits included

efficiency improvement as a result of the use of the service. Some service-

related factors remained throughout the entire process although they

became more concrete at the final stage. One example of this is the change

that can be found when talking about problem solving. At an initial stage

customers talk about finding general solutions. At a final stage they are

focusing on specific solutions. Hence, benefits are given a more concrete

form as the process progresses.

Some new service-related benefits were aggregated during the process.

Hence, a change had occurred where customers seemed to be able to see

more benefits at the final stage of the service delivery. Our opinion is that

two separate factors can explain these changes. One, at the final stage of

the service delivery process customers are able to see the connections

between the service and the benefits more clearly. Two, as the information

asymmetry decreases customers are able to detect more benefits.
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8.5.2 Relation-related Benefits

Initial stage

When analyzing the interviews it was difficult to label any benefit as being

relation-related at the initial stage if the process. Interestingly,

Kandampully and Duddy (1999) argue that the relationship sets the value

of the service. But at this stage other factors seem to play a more important

role than does the relationship itself. The way that customers view benefits

indicate that they are transaction oriented at the initial stage of the service

delivery process.

Nevertheless, we were able to detect some interesting aspects. The few

benefits that could be labeled relation-related were related to the

expectations. For example, we found that customers that had heard of

SoftLab via friends or colleagues seemed to have a certain amount of trust

in SoftLab to start with.

Final stage

As mentioned by Bitner (1995) the customer and supplier inter-act a

number of times during the delivery of the service. Obviously, it is only

possible to take hold of this theory having the entire service delivery

process in mind. Hence, these thoughts become more important at the final

stage of the service delivery. The inter-action has a vital impact on the

customer’s experience of the service. We believe that the theory as outlined

by Bitner also helps explaining the fact that relation-related factors become

increasingly important in the final stage of the service delivery process.



112

A benefit that we were able to pinpoint was trust. Resilient trust had been

created in the final stage of the process. Trust is also something that

customers consider to be important. We have found that it is of great

importance that customers feel taken care of in the relationship. If this is

done properly, then the customer will develop a trust to the supplier.

Zineldin (1992) also mentions this fact. In this study we have been able to

find yet another dimension to trust. Indeed, the amount of trust that has

been built up between SoftLab and the customers seems to be very

dependent upon the personal relationship between consultants and

customers. We believe that this is a result of the consultants’ efforts to put

the customer in focus.

Norman and Ramírez (1994) argue that value creation and relationship are

closely related. And indeed, a well-functioning relationship is something

that is valued highly in the final stage of the process. We believe that a

close relationship can be seen as a prerequisite for a good result in the end.

If co-operation between the parties does not run smoothly it becomes hard

to deliver the service in a satisfactory way. On the other hand, a good

relationship makes customers more tolerant to sporadic mistakes and

misunderstandings in the process (Bitner, Faranda, Hubbert, Zeithaml,

1997). It is obvious that the good personal relationships, in some cases,

have had a decisive impact on the results. We have noticed that when there

has been difficulties due to misunderstandings, the personal relationships

have functioned as the catalyst that in the end got the service delivery

process started again.
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8.5.3 Comparing The Relation-related Benefits

We have seen that relationships are important. Grönroos (1996, a) and

Woodruff & Gardial (1996) share this view. They argue that the

relationship has a major effect on the total value perceived. When

comparing the two stages with each other it becomes clear that there are

significant differences. When it comes to the initial stage only a few

benefits can be labeled relation-related. Then something remarkable seems

to happen. As the service process progresses more relation-related benefits

are aggregated. Hence, we were able to detect more relation-related

benefits in the final stage of the process. Trust, for example, was mentioned

as a major benefit at the final stage. Respondents did mention it at the

initial stage. But it did not have the same significance. Zineldin (1992)

points out that, in any relationship, trust is bound to develop after a certain

time. This seems to hold true in our study. It is also clear that customers, at

the final stage, begin to understand the connections between co-operation

(within the framework of a relationship) and the end results. They, so to

speak, begin to grasp what kind of impact that the relation has.

8.6 Sacrifices

We will proceed by analyzing the sacrifices. The monetary sacrifices and

the non-monetary/relationship-related sacrifices will be analyzed

separately. Under each of these headings we will outline an analysis of the

two stages in the service delivery process. Thereafter a comparison of the

two stages is presented under a new heading.
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8.6.1 Monetary Sacrifices

Initial stage

At an early stage of the service delivery (process) we have been able to

detect that customers’ major concern revolved around the price variable.

That is, how much the service was going to cost them in terms of money

spent. The entire customer group tended to see this monetary factor as the

main sacrifice. Our findings actually go well in line with some definitions

where value perceived is seen as something you get for the price you pay.

(Lovelock, 1991) When analyzing the interviews, price was the most

obvious, and most important, sacrifice.

Final stage

At the final stage of the service delivery process we have seen that the

customers consider price to be an important sacrifice. It became clear that

all customers were of the same opinion. Price was the sacrifice. Another

factor came to light at this stage. As stated by Lovelock (1991), price must

always be put in relation to the quality of the product or service. We have

been able to establish that customers, at this final stage, take that fact into

consideration. That is, we detected that even though being the main

sacrifice it was still money well spent. The shear quality of the service

provoked customers to think that they made good use of their sacrifice,

namely money spent.
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Comparing the monetary sacrifices

We can see, after analyzing the interviews that the monetary sacrifice is

found in both stages of the service delivery process. Nevertheless, some

differences were found between the two stages. At the initial stage it was

established as being the most important sacrifice. At the final stage we

detected that price still was an important sacrifice, but that customers had

begun to take quality into consideration when thinking about the price.

In this study it has been established that price is an important sacrifice

throughout the entire service delivery process. Hence, it was detected at

both stages, and was attributed by respondents as being “the major

sacrifice”. This does not go in line with the value shop theory as outlined

by Normann and Ramírez (1998), where price is of less importance.

8.6.2 Non-monetary/relation-related Aspects

Initial stage

We have detected that the relation-related sacrifices are hard to spot at this

initial stage. Nevertheless, some factors could be labeled relationship-

related at the initial stage of the process. After analyzing the interviews it

became clear that effort and commitment are two variables that can be

found. In short, these were examples of sacrifices that the customers did

calculate with at an early stage of the process. Naturally, the variables

detected are very much related to the relationship between the two parties.

We were able to see that in those cases where customers had identified

relation-oriented sacrifices at an initial stage, these had to do with problems

in communication. As we understand it, many of the relation-related

sacrifices that customers encounter during the course of the service
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delivery can be directly derived from the initial stage. If both parties

neglect these relation-related aspects at an initial stage, they are bound to

get off with a poor start. Most certainly these relation-related sacrifices will

grow and become very difficult to overcome.

Final stage

At the final stage of the service delivery process we have been able to

establish that effort and commitment still are major sacrifices that

customers face. In our case, effort and commitment translate themselves

into time. That is, time lost due to misunderstandings and lack of

communication. In the light of this we have seen that effort and

commitment become sacrifices if the responsibilities are not properly

outlined at an early stage. That is, without having outlined responsibilities,

neither party knows how to do their part of the service delivery. More

effort and commitment is necessary solely to keep the service delivery

“afloat”. As a consequence more time is needed to complete the service

delivery. We have noticed that the above mentioned scenario can become a

major sacrifice.

Comparing the non-monetary/relation-related sacrifices

We have detected relation-related sacrifices in both stages of the service

delivery process. Not surprisingly, differences have occurred between the

two stages. The non-monetary sacrifices were scarce at the first stage. That

is, it was not possible to attribute too many sacrifices as being non-

monetary. That fact changed, and at the final stage of the process non-

monetary factors became more and more important. All of these non-

monetary sacrifices were relationship-related and could be translated into

such variables as time, effort and commitment. Such aspects as
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responsibility issues also present themselves at the final stage of the service

delivery process.

In short, when comparing the two stages we can detect that sacrifices

labeled relationship-related are hard to find at an early stage of the process.

Over time, this fact changes. Thus, at the final stage of the service delivery

process relation-related sacrifices form an important part of the “total”

sacrifice.

8.7 Other Important Aspects

According to Woodruff and Gardial (1996) one could identify different

value dimensions in order to better understand how customers perceive

value. We too find this aspect important and fruitful to explore. Indeed, at

an initial stage of the service process we can find both tangible and

intangible variables. As a reminder, a tangible dimension may consist of a

component or feature of the service, such as on-time delivery or quality.

Intangible aspects may be made out of such things as a feeling of trust in

the relationship.

At the final stage of the service delivery process the focus seems to be

shifted from tangible aspects towards intangible aspects. SoftLab seems to

have built a good image of itself among the customers. SoftLab’s image

make the customers feel secure even though they may not have any

previous experiences of the firm. Another aspect that becomes important to

point out is the so-called “pride of usership” (Woodruff & Gardial, 1996).

Consults that we have been interviewing say that the UML and especially
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the RUP are “in fashion”. Customers tend to want to use these working

methods even though they do not know what they are all about.

8.7.1 Comparing the stages

Obviously, the two value dimensions as outlined by Woodruff and Gardial

(1996) are to be found in both stages of the process. Benefits and sacrifices

can both be described as being tangible and intangible throughout the

whole service delivery process. That is, both intangible and tangible

aspects play their part in explaining how customers perceive the value of a

service. Notably, the intangible aspects, such as a feeling of trust, become

more apparent in the final stage of the service process. These intangible

aspects can be related to the relationship, and thus, to the relation-related

variables.

Examples of what Woodruff and Gardial (1996) call “pride of usership ”

can also be detected in both stages. This is most obvious in the case of the

RUP, which is something that firms today want to implement in their

development processes.

8.8 Analysis Summary

We have found that both service-related benefits and relation-related

benefits are to be found in both stages of the service delivery process.

Likewise, sacrifices labeled monetary and non-monetary/relation-related

can be found in both stages.

Although a complex phenomenon (Woodruff & Gardial, 1996), we have

found value perceived is explained by only a few variables at an early stage
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of the service delivery. More variables seem to affect the way customers

perceive value in the final stage of the service delivery. Indeed, at the early

stage the value creating seems to be more transaction-oriented (Grönroos,

1996, a) than anything else. Hence, we are of the opinion that customers

have the exchange of money in mind when referring to a starting point for

the process. At the final stage of the service delivery process customers

have come to realize that co-operation is needed to produce the service.

The co-operation works within the framework of a relationship. They

accept that it is co-operation with the supplier that creates value for them.

That is, their starting point in the final stage is more service-oriented.

(Grönroos, 1996, a) This shift is, according to us, due to both an increase of

information and due to the working-process as such. We have seen that

customers, during the course of the process, get deeper involved in the

service delivery. As time goes on they begin to understand more and more.

During the course of the service delivery information and knowledge is

passed on from the supplier to the customer. Then, by having more

information, the individual customer starts to comprehend what the service

actually is about. In short, with an increased amount of information the

customers are able to detect more benefits and more sacrifices. For

example, customers gradually realize what responsibilities each party has

in the value creating process. Our results indicate that, at an initial stage of

the service delivery process, customers often do not see or understand their

part.

As implied above, increased knowledge means that customers are bound to

detect more benefits and more sacrifices in the final stage of the process.

Hence, the increased number of benefits may lead to a greater value

perceived by the customer. But at the same time the risk of dissatisfaction
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increases. That is, the larger amount of sacrifices that the customer is able

to detect may provoke a gradual shift down in his/her value perception. We

have also noticed that customers’ expectation-levels (that he/she possessed

before engaging in the process) tend to be very closely related to the value

that they perceive at an initial stage. At the final stage customers are

provoked much more by relation-related variables, both benefits and

sacrifices, than before. Thus, the relationship and its implications become

increasingly important throughout the service delivery process.

As suggested by Norman and Ramírez (1994) value can not be created if

one of the parties are passive in the process. Then, vaguely formulated

boundaries for a relationship will therefore have a negative effect on total

value perceived. The lack of clearly formulated boundaries for projects

could have a negative effect on the final results. Nevertheless, customers

also understood that commitment and a well functioning relationship

implied a good final result of the service delivery. In the final stage of the

process, customers realized that they could reap benefits from this

commitment. Only by being an active part in the value creating process the

customer can assure himself that the commitment is transformed into

benefits and not into sacrifices. Indeed, by participating in the service

delivery customers ensure not only their satisfaction, but they are able to

control the value perceived. (Bitner, Faranda, Hubbert, Zeithaml, 1997)

These thoughts seem to hold true in this study. Customers, as well as

consultants, stress the importance of a well functioning co-operation

throughout the entire service delivery process. We believe that it is

especially important for customers to be active in the process. By doing

this, they protect their own interests. Or as one of the interviewed

customers stated: “You can not be a passive figure outside the process.”
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In conclusion, results show that the customer perceived value of a complex

service depends on the relationship between the customer and the supplier

and on what is given up by the customer’s organization itself. Indeed,

customers that were ready to make an effort by being active in the process

generally seemed to become more satisfied with the final results.

Lovelock (1991) argues that the value perceived could be whatever the

customer wants in the product or service. Having that definition in mind we

believe that it is very important for the consultants to, after the process is

completed, clarify exactly what has been done and why. Customer

satisfaction can not only be found in the final result, but also in the process

as such.

8.9 Chapter Summary

In this chapter we have analyzed the empirical findings. This analysis was

done with the “help” of an analysis model outlined by Lapierre (2000). It

takes hold of certain characteristics that are to be found when talking about

benefits and sacrifices. These are monetary and non-monetary/relation-

related sacrifices as opposed to service-related and relation-related benefits.

This chapter has shown that perceived value does change over time, and

that it is the relation-related aspects that become more and more important.

It was clear that customers, at an initial stage of the process, perceived the

value that earlier was labeled expectations. At the end of the service

delivery process other variables had become more important. Notably,

these were relation-related.
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“This is not the end. It is not even the beginning of

the end. But it is, perhaps, the end of the beginning.”

Winston Churchill

9 CONCLUSIONS
____________________________________________________________

In this chapter our conclusions will be

presented. They represent the results of the

report and address the stated purpose. The

chapter is divided into two separate sections.

We will outline the general conclusions and

then proceed by presenting some specific

recommendations to the case firm.
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9.1 Introduction

We are of the opinion that the importance of value perception is crucial to

recognize for any firm, particularly service producing ones. Before

presenting our conclusions we would like to stress that these are specific

for this case. However, we feel that the conclusions could be applicable in

similar industries. Hence, we believe that this report would be of interest

for a broader public. This chapter is divided into two separate sections,

namely general conclusions and recommendations to SoftLab. We will

begin by outlining the general conclusions and proceed by presenting some

recommendations that we want to give to the case firm, Ericsson SoftLab.

9.2 General conclusions

In this section we will outline the general conclusions. Hence, this section

will give an answer to the first question that we stated in chapter one.

• How do customers perceive value in a complex service over time?

To make this section easier to understand we have followed the disposition

of the previous chapters. Accordingly, we will begin with presenting the

conclusions on expectations. Thereafter we outline conclusions on the

initial stage and the final stage. Finally we present a conclusion that is valid

for the entire service delivery process.
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9.2.1 Expectations

Customers have expectations that are very high. These expectations are

decided mostly by needs, but also by word-of-mouth and somewhat by

image. Worth noticing is that expectations are formed by presumptions.

The customers seemed to have formed their expectations on what other

people had told them about the supplier. All customers in this study felt a

strong need of the service. That is, they wanted to take care of a problem

facing their organizations by purchasing and using the service. Customers

think that by purchasing the service all problems will seize to exist. We are

of the opinion that this has to do with the fact that customers do not possess

a great deal of pre-understanding. In short, the information asymmetry

between producer and buyer is great. That is also the reason why we have

noticed that customer expectations are often unrealistic, broad and vague.

As previously outlined, expected benefits include a transformation of the

organization to a desired future state. That is, customers expect an

efficiency boost. In short, we have established that benefits are, to a great

extent, influenced by service-related factors. The expected sacrifice is

monetary and obviously includes the money that customers have to spend

in order to purchase the service.

We believe that the customer expectations of the service and its value set

the stage. Service-related benefits and monetary sacrifices mainly influence

these expectations. Both relation-related benefits and sacrifices are, to a

great extent, left out of the equation.
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9.2.2 Initial Stage

We have been able to establish that all benefit-and sacrifice aspects are to

be found at the initial stage of the service delivery process. That is, both

monetary and non-monetary/relation-related sacrifices were detected. The

same goes for benefits, where both service-related benefits and relation-

related benefits were spotted. We have been able to come to one important

conclusion when talking about the initial stage. Namely, that relation-

related aspects are not as prominent as are monetary and service-related

aspects. That is, the relationship and the relation-related aspects do not take

up a big part of neither benefits nor sacrifices. Another important thing to

take hold of is that neither benefits nor sacrifices are explained by many

variables. That is, only a few service-related variables explain benefits and

the same goes for sacrifices, which is explained by a handful of monetary

aspects. Indeed, our results indicate that customers, at an initial stage of the

service delivery process, perceive the value that they expect.

9.2.3 Final Stage

At the final stage of the service delivery process all aspects of both benefits

and sacrifices are present. As the reader knows these include both service-

related and relation-related benefits as opposed to monetary and non-

monetary/relation-related sacrifices. What we have been able to see is that

relation-related aspects play an important role at this stage. Both when

considering sacrifices and benefits. In short, we have seen that customers,

in the final stage of the service delivery process have come to understand

that co-operation and joint value creation is needed.  Indeed, evidence show

that experiences from the relationship and the joint value creation affect

customer perceived value. The important thing to seize upon is to recognize
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that such variables as trust and commitment could be labeled benefits. But

just as well these variables could be labeled sacrifices. The supplier needs

to work in order to provoke the customer to see the joint value creation and

co-operation as important and not as a necessary evil. Succeeding in doing

so these variables will be viewed as benefits and not as sacrifices.

Another important thing to take hold of is that both benefits as well as

sacrifices are explained by many variables. That is, both service-related and

relation-related variables explain benefits. Sacrifices are explained by many

non-monetary/relation-related variables as well as monetary aspects.

9.2.4 The Entire Service Delivery Process

All aspects of benefits/sacrifices were found at both stages of the service

delivery process. These did include not only monetary and non-monetary

sacrifices as opposed to service-related and relation-related benefits, but

also intangible and tangible dimensions.

As a concept, value perceived becomes more complex when the time-

aspect is taken into consideration. Customers attribute more aspects to the

two variables explaining customer perceived value, namely benefits and

sacrifices. The main sacrifice, price, and the main benefit, increased

efficiency leading to future profits, are framed in the mind of the customer

at an early stage of the service delivery process. Indeed, they seem to be

there even as expectations. As time goes on additional sacrifices and

benefits are aggregated. This seems to take place throughout the entire

service delivery process. These additional variables tend to be relation-

related, such as trust, effort and commitment. Moreover, we are confident

that two things can explain this shift in focus from the service to the
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relationship. Firstly, the information asymmetry decreases at a steady pace

throughout the service delivery process. The customer learns more and

more as he receives an increasing amount of information and knowledge.

Secondly, the joint value-creation primarily affects relation-related

variables. As the two players have to work together to produce the service,

a good working order has to be established. For example, responsibilities

have to be outlined.

In short, we have been able to establish that customers perceive the value

of a service in different ways, all depending on where they find themselves

in the value creating process. If they find themselves at an initial stage they

will, most certainly, put less importance in relation-related

benefits/sacrifices. This fact does change, and at the final stage of the

process the relationship, and relation-related benefits/sacrifices, set the

stage. SoftLab needs to have this piece of information present when

initiating new projects.

As the discussion above answers the question stated we have reached the

first of the objectives in our purpose statement.

The purpose of this thesis is to understand how customers, in a

business-to-business situation, perceive the value of a complex

service over time.



129

9.3 Recommendations To SoftLab

In this section we will present the specific recommendations that we want

to give to SoftLab. As it happens, this section will provide an answer to the

second question.

• How can service producers better understand the customers’

preferences? Furthermore, what can a firm, for instance Ericsson

SoftLab, do to increase the value for the customer?

As this question is rather complex we have decided to brake the answer

down into different “sub-answers”. In all there are four sections each doing

its part to give an answer to the question.

Firstly, the firm has to take hold of the fact that, with time, the relation-

related aspect of value perception becomes increasingly important. In short,

both benefits and sacrifices are influenced by relation-related aspects.

Hence, SoftLab needs to take this into account and nurture their customer

relationships. One explanation to why relation-related aspects become more

important is the information asymmetry. We believe that customers feel a

need for a good relationship to the supplier because of this asymmetry. The

customers need to trust the supplier since they often do not understand all

the aspects of the service. A service producer that is able to take care of the

customers will gain much and the customers will probably be more

satisfied with the end results. That is, SoftLab needs to work not just for the

customer, but with the customer. We believe that a good relationship will
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not only ensure a better end result, but also form a good foundation for

future collaboration.

SoftLab must be better at doing follow-ups. These do not seem to be made

at all today. We are of the opinion that follow-ups are essential. Since the

service that SoftLab supplies is so complex it becomes hard for customers

to implement it effectively. This might prove fatal. As we see it, the

process to supply services does not end when the service is delivered. If the

customer then can not use the service and take the full benefits of it the

satisfaction will be lower. Therefore SoftLab must be better at evaluating

the results together with their customers. If all aspects of the service

delivery process are dealt with correctly a higher degree of customer

satisfaction will be achieved.

Secondly, it is important for SoftLab to bear in mind that each and every

customer has expectations. These expectations dictate what value the

customer will perceive at the initial stage of the service delivery process.

We believe that the key is to have a continuous dialogue with customers. It

then becomes possible to shift down the customer’s expectations to an

acceptable level. It is only when the customer perceive the value that they

expect he/she also becomes satisfied. In short, SoftLab must focus on

informing the customer about the service. Thereafter, the firm must guide

the customer and steer the expectations in a desired direction. Then the

value perceived by the customer will be realistic, and the chance of a

satisfied customer will increase.
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Thirdly, when conducting this study, we have seen that some customers

focus on the variable time. Customers do not have the time to be out of

production for very long and therefore they need to see new methods

implemented as soon as possible. That is, if the provider of the service is

not able to perform according to schedule customers will attribute the time

loss as a major sacrifice. Then value perceived will most certainly be

affected. If SoftLab wants to be successful the firm has to be able to work

fast and effectively. SoftLab also needs to show the customers that they are

a priority. Furthermore, customers must feel that focus is on them during

the entire service delivery process.

Ultimately, we believe that acting professionally is the best way to create a

good working relationship. As a consequence trust is created. The

consultants seem to be able to create a resilient trust to the customers by

acting professionally and by proving themselves, not only by talking, but

also by their actions. We are of the opinion though, that SoftLab could be

better at spreading information to the customers. It seems to us that most of

the customers were very ill prepared when the service delivery process was

initiated. They simply did not know what was expected of them. In some

cases this led to misunderstandings. These misunderstanding often

concerned responsibility issues. Our suggestion is that SoftLab begins to

inform their customers in a better way. This spreading of information

should begin at a very early stage, perhaps even before the service delivery

process is initiated.
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As the discussion above answers the question stated we have reached the

second of the objectives in our purpose statement.

Focus will also be directed towards understanding how the

producer can improve the knowledge of how the customers’

preferences change over time.

9.4 Future Research

There has been a gradual shift in business philosophy during the last

decade. Attention has been directed from the firm to the customer.

(Kandampully & Duddy, 1999) Many authors focus on the customer and

on customer needs in order to explain business phenomenon. The concept

of value perceived should be included in that list. Even more, value

perception and value creation should form the core of every service-

oriented business. That is one reason why we chose to do this research.

Because we think that it is extremely important for a firm to recognize the

importance of their customers’ value perception.

We are confident that the results of this study are useful for SoftLab as they

highlight some important aspects that a service producing firm face. The

fact is that this study stresses the need to understand the concept of

perceived value and the implication is has on a firm. We feel that there is a

lot of scope for firms to learn more, not only from their customers, but also

from themselves. This learning then needs to be translated into a

competitive advantage.
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We have learned that the field of perceived value is in need of more

research in many areas. For example, we think that it would be interesting

to investigate how cultural differences might influence the value perception

of a service. Multinational service-producing companies should provide

interesting objects to study.
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Appendix A

Interview Guide

Consultants

The interviews with the SoftLab consultants both served as background

information to us, and as a counterweight to the customer view. The

consultants interviewed were all asked very similar questions, although the

interviews were fairly non-structured. First, the consultants were asked

broadly about customer value and about the differences between suppliers'

and customers' perceptions of customer value. They were also asked about

how to provide more value to customers, and finally about customer needs

and expectations.

Customers

The interviews with customers were conducted based on interview

guidelines revolving around the following questions:

Name:

Position:

____________________________________________________________

How did you come in contact with SoftLab?

What did you know about the service on before hand?
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What problems faced your organization?

Need for the service?

General expectations and on what benefit/sacrifice the service would bring?

____________________________________________________________

At an initial stage, what benefits did you see?

At an initial stage, what sacrifices did you see?

At a final stage, what benefits did you see?

At a final stage, what sacrifices did you see?

____________________________________________________________

The interviews revolved around such things as the relationship-situation

and the value creation process.


