International Journal of Business, Human and Social Sciences
ISSN: 2517-9411

Building a Service-Citfi€Business Model in
SMESs in the Business-to-Business Context

Péivi J. Tossavainen , Leena Alakoski, Katri Ojasalo

Abstract—Building a service-centric business model requires
new knowledge and capabilities in companies. This paper enlightens
the chalenges small and medium sized firms (SMEs) face when
developing their service-centric business models. This paper
examines the premise for knowledge transfer and capability
development required. The objective of this paper is to increase
knowledge about SME's transformation to service-centric business
models.This paper reports an action research based case study. The
paper provides empirical evidence from three case companies. The
empirical data was collected through multiple methods. The findings
of the paper are: First, the developed model to anayze the current
state in companies. Second, the process of building the service —
centric business models. Third, the selection of suitable service
development methods. The lack of a holistic understanding on
service logic suggests that SMES need practical and easy to use
methods to improve their business

Keywor ds—service-centric business model, service development,
action research, case study

|. INTRODUCTION

UILDING a service-centric business model requires new

knowledge and capabilities in companies [1]. This paper
uses service devel opment methods in building a service-centric
business model for small and medium sized firms (SMEs) that
areinvolved in business-to-business service.

To support companies, to engage with service design as the
collaborative process of improving the value of service
offerings, requires new knowledge. Companies seem to need
information and also education on methods and techniques
they can use in development and deployment of service
innovations.

In business development, the recent focus has been on
service business and how companies can utilize the service
logic. The service-orientation approach is seen as the next
phase in management of businesses.

Service development and innovation are seen as vehicles for
improved business. However, capabilities related to service
development and service innovation are not necessarily
evolved in companies. Especialy, in small and medium sized
companies (SMEs), related knowledge may be at infant state.

The shift to service logic requires more research and
innovative tools especially in b-to-b services (e.g.[2]).
Similarly, SMEs seem to need more research and tools in this
field, because previous research has focused on understanding
the transformation to service logic in large companies.
Therefore, most of the existing findings cannot as such be
transferred to the context of SMEs [3]. The management of
SMEs is often focused on daily issues and systematic, long-
term business development gets less attention [4]. On the other
hand, SM Es have some unique advantages.
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For example, SMEs can move faster and adapt more readily
to emerging opportunities than large companies [5].

The question, how SMESs can build up their knowledge and
capabilities needed in application of service logic and
developing their service business, is becoming more
significant. This paper enlightens the challenges SMEs face
when taking the first steps in development of their service-
centric business models.

This paper examines the premise for knowledge transfer and
capability development required in service business
development and innovation. This is a quasi-conceptua study,
which is based on an extensive literature analysis on
knowledge transfer and capability development related to
service logic. The paper also provides empirical evidence from
three case companies.

The objective of this paper is to increase knowledge about
SME'’s transformation to service-centric business models. The
need for service-centric business models emerges from the
recent literature. This will be discussed further in chapter 2.
The paper first looks in the theoretical paradigm shift from
industrial logic to service logic, which explains the need for
diverse activities. In the light of the service thinking, the paper
suggests the learning of service development methods that
provide the competences needed to carry out those activities.
Thiswill also be elaborated further in chapter 2.

II.LITERATURE REVIEW

Management science aims to discover, how social groups
exists and can produce together more than a ssimple sum of
their individual expertis [6]. The theoretical background for
scientific management is relatively well known and
incorporated in the current mainstream theories in
management.

In short, the scientific management views organizations as
mechanistic systems [7] in which the predictability and
adaptation to external changes is important. Furthermore,
managers increase control within the organization and design
organizations explicitly to fit forecasted changes.
Deterministic and planned behavior assumable leads towards
optimal efficient performance and required coordination is
achieved through hierarchical structures. The rules and
interactions between different parts are set and the system
performs the designed activities.

The main contribution of the scientific management was the
stability and efficiency approach. [7]-[8] This premise
manifests itself in the industrial logic, which is the traditional
manufacturing based view on business. Hence, the strategic
choices and business models were created under these
assumptions. However, neither the business environment nor
the behavior of ecosystem is any more stable, predictable, or
controllable by a single firm. Different premises are sought.
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A.The paradigm shift and itsimpacts

As part of the theoretical paradigm shift, recesgearch
suggests the transformation from the goods domitagit
(GDL) to service dominant logic [9]. According tioet service
dominant logic (SDL), service means the applicatioh
competences for the benefit of another, and sergida the
focus of economic change [10]. Reference [11] ssigtfeat
“As service logic is a logic of value creation and addressing
equity in on-going relationships between market actors, the
creation of reciprocal value can be considered the basis of
business’.

Service logic is particularly challenging for comges who
have applied the goods dominant logic. The transébion
from the GDL to SDL brings along a shift form theguction
of the value for the customer to the co-creatiowaitie with
the customer [12]. The shift away from the GDL tisaes
value embedded in products and services (valugghamnge)
to the SDL, where the value is embedded in pertml
experiences (value-in-use), is fundamental (e.g[1\alue-
in-use means that value emerges when the custosesrthe
service (e.g. [14]). In SDL, value becomes a jdimiction of
actions of the provider and the customer, yetsitaiways
determined by the customer [10]. Customers botimdeind
create value, and the co-creation experience ofuktomer is
the very basis of value [13]. To sum up, customaelus
creation and the value-in-use concepts are founmtissues
for understanding the service logic.

No:10, 2012

The positioning within the customer’s processesnésfthe
support and thus the scope of the value propositioother
words, planning for the service-oriented strategputside-in
as it starts from an understanding of the custosnedlue
creating processes, and aims at providing suppofidtter co-
creation of value creation (see [16]}. must therefore be
recognized that the paradigm shift to service Ilpgis
application in service -oriented strategy and intpam how
companies view business models and their developrhane
significant changes in companies. Next, the busimasdel
concept is elaborated.

B. Business model concept and its evolution

The recent paradigm shift from industrial logic gervice
logic has also been visible on the recent reseanchusiness
models. A business model aims to explain with aager
framework, how business ideas and technologie$irdeed to
economic outcomes through variety of functions [1The
concept of business model emerged heavily on mamagte
literature and discussion during the change ofdbigtury with
the emerging ICT solutions and ebusiness landscipen
conferences were dedicated solely to business nredelrch
in the context of eTransformation. The business ehod
research on that time was heavily based on builtdugjness
models to run contemporary ebusiness. Referen& [1
elaborated the discussion with framework for stiting
business model research into sub-domains, providsthess
model definition framework, components frameworlgda

The service logic puts demands for strong servid@xonomies framework. The research suggests vanfet¢T

orientation in the business strategy. A strategfinde an
overall direction to a company by specifying thenpany’s
mission, vision and objectives. It provides direntfor growth
and success, and prioritizes investments. Theclogic is a
strategic issue since it highlights the importanEeompanies
viewing themselves clearly from the customer valu
perspective, and understanding service as the fo@lal
basis of all business. Companies need a servieatation in
the strategy for an effective value creation [15].

A service-oriented strategy requires a very différe
approach than the traditional business strategyhileAthe
traditional approach sees that value is embeddedhén
manufacturing products or services (value-in-exgeanand
delivering value means selling to customers. Aiserstrategy
instead focuses on customer experiences and valaeeation
in the consumption stage (value-in-use). The sereitented
strategy emphasizes the service as a relationatreative
process of creating benefits (see [12]).

related taxonomies for internet and electronic re&rkhat also
relied on characterizing and categorizing, and ngmthe

various business actors from customer relationsbip
technology dimension approaches [19-24] ), groupimmp

types of business models [17] or specifically tesmi®nal

based ebusiness models [25]. To summarize, thendmssi
fhodels of that time were still based mostly on goddminant
logic and on the configuration of actors. The shifivards
service logic roused quickly with the growth of thevel

service businesses. The strategic premises wdrenatithe

starting point, although, reference [26] takes #imtegic
approach stressing the service oriented stratexgpppetive on
his analyzes on corporate level.

The conceptual framework for studying business rofie
mobile ICT services [27] led to discussion of whislisiness
model design variables and characteristics are ritapb for
service point of view, and how design variablesteekto each
other. This in turn led to a lot of descriptionsdafurther
development of business model elements such a4 thkars

A service-oriented strategy means that strategiad aof the business model ontology [28] in which thesibass
business models integrate service provider's pseewith the model was primarily seen as a revenue model. nedef@4]
customer’s value creation processes (see [11]). Thkentribute the business model discussion by inomdi
formulation of a service oriented strategy starty binnovation into it. They also suggest business madea tool
understanding the customer’'s value creating presessid for mediating the technical and market dimensionvatue

selecting which of these processes the service anynwishes
to support. The customer’s value creation process loe
defined as “a series of activities performed bydhstomer to
achieve a particular goal” [16].

creation procesgeference [29] developed their ideas further
and suggested a model with nine key elements. |&8igmi[21]
focused on four basic asset right models and 4stgpessets
bringing out the service design and service value.
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Reference [30] stated that business model is gohihteof
how a network of cooperating organizations intetalsreate
and capture value in innovative services or progluggrlier,

This paper describes a model for companies in basin
services to follow in order to build their servicentric
business model. The model is based on the notatrbtisiness

they already had introduced the STOF model for teobimodels will help in achieving the innovative seevic

service business [30]. The models introduced here
relatively similar and pinpoints the directions wigo look in
business development. They do not, however, speaify
means to succeed further. The first steps to tinkstion were
made by [32] who introduced business model caraamique
for generating the business models. This technigues
pointing to service logic and was actually alsotipfly co-
created within the community of enthusiasts.

The short introduction of the evolution of businessdel
concept through definition, classification, compoatneand

a Service development competences are distinctive
competences, which rely on service theories (kndgé¢ and
their implications in practice [1],[35]. Furthernagrthey relate

to on both domains: service provider’s and custésrdomain.
The service development skills include variety oétinods,
models, techniques, and tools that have originatetie past
decades in different academic fields. The competeace also
based on the understanding of the iterative anadgssual
nature of service development. Several servicegaomodels
are identified [1], [36]-[41]. Common in all of tke is the step

element groupings, and reference models and onéslogphases. For each development phase, a wide vafissrvice
towards the application and operationalizationhef toncepts design tools are suggested [36],[40]-[41]. The mhess

show the results of multitude research. Also, eiee [33]
observes the move away from the buzz-word of therrmet
boom. Similarly, as a strategy development hasigeaovnew
opportunities to business companies, business
innovations have already reshaped the industriés ®hile
earlier focus of the research was immensely onntaolgical
domains, the recent value domain discussion hasilcored
the progression of business models to become telisstry
specific. It seems that the descriptive researcdcudised
provides room to more practically oriented research

C. Service development competences and skills

practitioners need competencies that combine ba#inbss
management and design competences [35]. Thesehare t
competencies and skills that companies need intaoihg

moddlanging business landscape. This paper seespiisach as

a starting point, yet, not a complete solution. ®details are
needed. New models are needed.
Reference [17&rgues that business companies should open

up their business models in order to attract materpal ideas

in and more internal knowledge outhe evidence provided
by this literature review seems to indicate thatwne
competences are needed to tackle the issue ofdsssmodel
development and to ensure its service logic usés paper

This paper suggests service logic as new compete%ues that there is a gap in between the knowledge

domain for business development. Consequentlyetigaging
collaborative method for companies to improve tladue of
their products and services requires support in peotes.
Companies need information and also education othode
and techniques they can use in development andylapht of
service innovations. While the previous paragragiksussed
the paradigm change in thinking i.e. increasingiserlogic
emphasis in creating ideal service business, thgerphas

capabilities on, how to build a service-centricibass models
in companies. There is multitude of research erpigi what
needs to be done. However, it provides little ingions on
how the work could be done. This paper suggestinéss
model development as a logical step after strategy
development, yet, before the further operationaktipment.
What can SMEs do in order to get onto bandwagor® Th
development of business is ever increasingly ingmrtand

suggested service development competences as Meansove| competences are needed to complement théingxis

achieve those business objectives.

Companies have various choices in building capasli
They can, for example, buy or rent skills and cotapees
outside the company. This could be short-sightedhot

ones. A recent report [42] on knowledge transfesénvice
business development evaluated transfer mechaniampdes
in Finland. These mechanisms included six knowldadayesfer
mechanisms: 1) training, 2) media, 3) project coaten, 4)

combined with simultaneous knowledge transfer &ffor partnerships, 5) infrastructure and resources, @)d

Training and educating employees, on the other haodld
be lengthy, yet, long-lasting activity. New recrént of new
employees with required skills and competencesnagauld

communities. The perspective taken was the inteilangd
organizations. While this report provided extensigsults, it
did not focus on the company constraints such as, si

require monetary resources and service logic basgdneriences, and resources. Further, it did notudis

knowledge. Understandably, smaller companies wdzde
fewer resources in any of those opportunities thenger
companies.

The recent collaborative effort [32] in generatingpre
value from the business and improve the designutiré
organizations by using service logic approach Iteduin
business model canvas approach. This method opeatifies
business development and provides systematic agpraad
facilitates needed discussions within the valuércha

operationalizing matters. This research draws tttemo other
means to inquire competences.

To summarize this discussion, the paper looks ptoje
cooperation [42] as a means to create service ojewveint
competences and skills [35] needed to help SMHEsrovate
their business to fit better in service business.otder to
analyze the knowledge and capability requirements i
companies, the research approach is introduced.
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The following chapter describes the research giyatend improving workgroup processes of action, (3) peop®lved

design. Furthermore, the next chapter discusses timesolving practical problems about which littlekisown, and
methodological choices. (4) at least one report to the organization abobatwwas
found. reference [48] distinguishes four types difticm

Il. RESEARCHDESIGN research for management:

Societal action science (the traditional type where

researchers help underprivileged groups to solve

problems)
e Management action science (where the purpose is to
understand organizations, markets and customers
better, usually to make an operation more effigient
Real-time action science (working in a research
project planned for action research)
Retrospective action science (letting past expeéen
and action through later scholarly reflection beeom
data in a research project)

This research incorporates all and is a combinabbthe

above mentioned action research types.

The present study is an action research basedstadg.
Next, the characteristics of action research, ady and
their use in the present study are briefly expldirférst, the
research strategy is elaborated.

A. Research strategy

A research strategy explains the mission, visiord an °
objectives of the research. Development of a rebestrategy
is an important activity to ensure adequate ressuand their .
available to complete the study in time. The sthaguides the
design of the research in order to achieve thelgettives.
This research aims to understand the challengesStigs
face when transforming their business closer twiserogic.
Transferring service knowledge to SMEs researcleptavas
conducted during January 2011 — March 2012. Thigepa A case study may apply action research approacticer
reports findings from that research. The missios wabuild versa [52]. The central characteristics of a casgysapproach
competencies, and capabilities required in seniogic are [48]-[53]:
mindset. The vision of the research project wasreate a ¢ Holistic and detailed understanding. The case study

model for new competence transfer. The objectifehe
project was to increase knowledge about
transformation towards service-centric business eaisod
Further, the research evaluated the information exhetation

the companies need on service development methnds a

techniques to improve their business development

The increasing awareness of service business sesdae
needs in companies. The competence needs are chdingd¢o
the service mindset growth. For SMEs, the serviasirtess
creates opportunities to renew activities, createerde
activities, and increase value creation. Servicendset
building, service culture implementation, the Ieagn of
service development methods, and service
understanding, are crucial phases in service krigee
transition to companies. The goal of the projeaswo create
and disseminate such a tools and models that bas®MES to
adopt service business approach and mindset.

The idea of action research was introduced by @&
several definitions have been provided for actiesearch

[44]-[47]. In action research, the purpose is to develop

solutions to practical problems and at the same ti@velop
new knowledge. The person involved with conductgon
research is, on one hand a change agent in prapticlem

solving, and on the other hand an academic research

developing a theory [48]. According to [49%ction research
aims to contribute both to the practical concerns of people in
an immediate problematic situation and to the goals of social
science by joint collaboration within a mutually acceptable

ethical framework.” A researcher faces two goals: (a) to SOlv?ran

a practical problem within an organization, andt(byenerate
new knowledge and understanding about other orgtois
[50]. According to [51] action research consists(@j a group
of people involved in planning, acting, observingida
reflecting upon what had happened, (2) people iawlin

SME's

business

approach consists of a detailed examination ofnglesi
phenomenon. A case study reveals the holistic and
meaningful characteristics of real-life events, rsugs
organizational and managerial processes.

Single and multiple case studies. Case studies can involve
both single and multiple cases. Single case studies
often used and it is proposed that a single casaldvo
provide better theoretical insights than multipéese study
based on creating good constructs. On the othed,han
multiple-case studies are useful in creating a rtheo
because they permit replication and extension among
individual cases.

Qualitative and/or quantitative data. The empirical
evidence of a case study may be qualitative, cuaive,

or both. The case studies typically include muitipl
sources of evidence in the data collection: intemg,
direct observation, participant observation,
documentation, archival resources, and physicéhets.
Each form of empirical data requires its own teghes

for collection and analysis.

Purpose to provide description, develop theory, or test
theory. Case studies may be descriptive, exploratory, or
explanatory. Thus, case studies can be used torplish
various aims: to offer description, to develop eatty, and
test a theory.

B. The research design and selected methods
In this study, data is generated from three casepenies.

the selected companies have an intention tost,fi

sform to and, second, grow in the service lassn
Furthermore, they are all either currently deveigpinew
service concepts or have identified a need to dgvekrvice
logic based businesses. As such, the case compaeiedl in
different stages in the transformation process.
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Case studies and building the business model
implemented in 2011. The three case company paatits,
their customers, and the members of research tesma the
co-creators.

With each case company, the operational model ligitly
different and by analyzing and comparing variousysvaf
working, the novel service-centric model emergedthWhe
three selected case companies, the research pogess at
best because of their willingness to contributestiamd effort
to improve and develop their business. Howeveiglibwed
the basic research flow depicted in figl.

Fig. 1 The research project flow

All of the three case companies mostly functionecbading
to the goods dominant logic. However, they had ceati
already the need for change and envisioned serv
competence needs. The service logic was seen &s foas
competitive advantage and reform internal operatiofihe
case companies saw their customers as importantemitic
to service development. The case companies were:

A a software industry company, specialized i
environmental company resource planning systenith e
application customers can manage their recycling waste
collection processes from waste collection to hagdito
invoicing and reporting. The company also providesine
web portals and other applications to their custsmé&he
customers are private environmental companies, tveamsport
and handle waste, and also public administratedtewa:
management companies.

B — an independent division within an industriabgp, an
industrial service solution provider with world-tiag
positions in compressors, expanders and air tredtaystems,
construction and mining equipment, power tools assembly
systems. With innovative products and servicegjelivers
solutions for sustainable productivity.

C — a 5-year-old start-up technology company, whisk
Bluetooth technology solutions. The business idelaaised on
collection, analyses, and follow-up of their cusessh
customer flows

The empirical data was collected through multiplethods:
interviews, analysis of the company-specific malsrsuch as
strategy, offering, and process descriptions, wagks,
discussions, and observations.

Limitations of the research are as follows: Thedssion of
knowledge transfer and capability development is paper is

whmiited to service logic and service business dawelent.

Further, the discussion is limited to service depsient
methods that provide a solid context-specific ardas
analysis. Thirdly, the discussion is limited to S8/Bwvhich
have relatively little resources.

Service development and innovation are seen aslestor
improved business. However, capabilities relatedseovice
development and service innovation are not nedfssar
evolved in companies with the rapid phase of sifient
research. Especially, in SMEs, due to the limitesburces the
related knowledge may be at infant state.

A descriptive multiple case study approach wascsete
As discussed earlier, the case study approach sllaw
investigation of the holistic and meaningful chaeaistics of
real-life events. And also enable detailed exaronatof
examples of phenomena. Multiple case studies approgas
chosen because it permits replication, comparisangd
extension among individual cases. Further, it esmbhe
development and elaboration of the through compieang
aspects of a phenomenon. In this research, emipavidence
is qualitative data and collected through intengewdirect
observation, participant-observation, documentatanchival
resources, and physical artifacts. The followingageaphs
describe the research results in more detailed emrann

ice IV. FINDINGS FROM THE RESEARCH

The research team developed a model to analyzeutinent
state in companies. The purpose of this phaseskdw where
the case companies are in their service thinking #s
rz];\ppli(:ation. The data collection included intervigewcase
company internal materials and observation. Theeameh
team contacted and agreed at least three sepaoaksheps
with each case company. The first workshop was the
individual company kick off: A project plan was coeated
and included information such as the company basic
information, participants, objectives for the resba and
Dusiness development, a rough schedule of the phasel
anticipated results. The second workshop was dedida the
analyses of the current state of the businessr@gearch team
chose Strategy Diamond model [54] and modified ifitt the
context. The model provides holistic and strateggev and as
such fits well in the activity. Interviews were eefed to
collect the data.

The Strategy Diamond model includes the strategic
management theory, and integrates five forces dnae a
company’s evolution. These five forces are: the pamy’s
official strategy, basis of competitive advantagestinctive
competencies, strategic actions, and internal Sefec
environment, the position, resources, as well amditation
and implementation of strategy [54]. The modelllisstrated
in fig. 2.
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How do you win?

(competitive advantage)

7y
v ¥ v

What do vou sav? How do you lead? How do you win?

(corporate strategy) (internal environment) (strategic actions)

|

‘What do vou have?

(distinctive competencies)

Fig. 2 Strategy Diamond Model (modified [54])

The persons interviewed were responsible for theraiv
business or service business development. Thecddé&tion
was based on thematic, semi-structured intervielse
questions dealt with the following subjects: compsan
strategy and service logic understanding statustoouwer
relationships and customer insight, service devatp
processes, and management and leadership practices.

Typically there were two interviewers: one for canting
the interviews based on the semi-structured questiand
another to take notes during the interview. Therinews
lasted for 1 % - 2 hours. For the purpose of aiglysterviews
were transcribed. For each case interview, a writtport was
created. The case company status was analyzed asingnt
analysis and categorized in terms of statementsngby the
interviewees. Each interview team analyzed and sanmed
the key findings of the interviews (CSA summary)stiortlist
was created for discussion purposes.

The strategic diamond model was used to create
thematic interviews. As a result of the intervieves,case
company description was created. Further, the adgas and
challenges were identified by the researcher tddma.analysis
information was used later by the research teaseliection of
methods for each case company. The third workshdpded
discussion with the results of the current statdyesis with the
case company. This workshop included also discossio
further information needs, such as suggestionsréading
materials, and discussion of the suggested methods.

The findings of the research are discussed next. firkt
finding is the results of the current state analyShe summary
is provided in table I.

TABLE |

SUMMARY OF THE CURRENT STATE ANALYSIS
Summary of the current state analysis
Strengths
Active customer collaboration by
frontline employees
Some signals of early customer
involvement in the service

Weak service mindset across the
company

Weak service concept definition and
commercialization

Strong focus on customer satisfaction |Service delivery process, roles, and tasks
not defined

New service concepts under More systematic service idea generation

Production-based processes function [Low level customer participation in new
well service development

Well-defined portfolio of goods Clear decision points missing in the
service development process
Scalability and repeatability of service
concepts

Service innovation process not well

No:10, 2012

Table | shows the lack of understanding of theiserlogic,
which is reflected in strategic thinking, customelationships,
service development processes, and also generalgmarent
practices.

The second finding of the research, is the develguecess
of building service-centric business model. Thedtliinding is
the selection of suitable service development nusho be
used in each development phase. These are elathanatee
table II.

Based on the current state analysis the followirnggss of
building service-centric business model was dewsdofsee
fig. 3). The process helped researchers to capteressential
information where improvements were needed. Itides four
development phases:

1. Capture customer insight

2. Position new idea in the offering
3. Conceptualize new service

4. Service Launch & Scale-up

il
Capture

customer
insight

2.
Position new
ideain the

offering

g
Conceptualize
new service

Fig. 3 Process of building service-centric businasslel

The building of service-centric business modelststaith
capturing customer insights. This is important bseathe
teervice logic focuses on customer experiences aifugen-
use. After the in-depth capture of customer netfgs service
offering needs to be strategically position witliie existing
value offerings. The next central phase is thedsand
practical conceptualization of the new service-geritusiness
model. During this phase, the service-centric lrsgmmodel is
built. The last phase is implementation of the ¢mved
service business model. This includes the scatwabdind
launch of business model.

The research team evaluated a selection on possblee
development methods for each of those developnieate

The premise for the selection of methods waslfirgasy
to use and rapid to apply, and, secondly, the jmalcand
tangible methods in effective building of the seercentric
business models (cf. [4]).

For each case company, each phase was evaluated. |

discussions with the case company representatities,
selection of improvement areas was identified atiogrto the
process. For each of the four phases, the rese@am
suggested a selection of service development methidtese
were discussed with the case company represersaBased
on the specific needs identified in the currenteséaalysis, the
research team suggested suitable methods to lesl tiesthe
case companies. In collaboration with research teathcase
company, the selection of methods was decided.
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TABLE Il
THE TESTEDMETHODS
Phase of the service |Service development Main source of information
development process |method
1 phase - Capture Service blueprint Bitner . Ostrom and Morgan 2008

customer insight [35]. Zeithaml et al. 2008 [41]
Nyman et al. 2011 [36]
Mattelmild, T. 2006 [57]

Burgelman et al. 2008 [34]

Service story
Probes
Strategzy diamond model

2 phase - Position
new idea in the
offering

Value proposition
Attributes benefits table

[38] AndersonJ.C. Narus J A and
Woodruff 1997 [59]

Osterwalder & Pigneur 2002, 2010
[281.[32]

Nyman 2011

Lovelock & Wirtz 2011 [60]
Zeithaml et al. 2008 [41]

3 phase -
Conceptualize new
service

Business model canvas

Service story

Service flower

4 phase - Service
launch & scale-up

Service blueprint

Productization document
check list

Table Il illustrates the service development methaded
during the research.

The practical implications of this research inclute
versatile outcomes discussed next. Based on teanasdata,

the studied case companies did not have a holistic

understanding of service logic. Customer orientatiand
methods to capture customer insight tend to vamynfoone
company to another. Knowledge of service satigfactind
customer business processes were gathered thnaditional
structured surveys, key sales activities, and sdeddneetings
with customers. Also the operations were basedndusirial
logic and manufacturing focused. The empirical datanew

service development suggested that the case compaﬁ

emphasized speed and flexibility of creating thevise
instead of collaborative methods and early custom
engagement.

Furthermore, through the testing of the servicestijpment
methods and as a main outcome of the researchdexlthe
following:

1. Service understanding improved in the case companie

2.The case company learned to work with their B2B-

customers as well as with their end-customers.

3.The case companies took in the customers proagtinrt

the service development process, which improved the

customer understanding and identification of tiheieds
.The understanding of customer’s service processas
learned and included into own processes. This athtige
overall service processes and improved the dismussith
customers.

. Customer-centricity was evident in the languagedusiee
case company representatives learned to commuitietitr
with their customers.

service concepts and processes, which formed thie &
the competitive advantage.

.Case companies learned to develop and document thei

7.Case companies learned to approach new customérs wi
service mindset and focusing on the benefits frama t
customers’ point of view.

. Collaboration in diverse levels and participantsréased

. Tested service development methods for buildingraise-
centric business model were identified

[ee]

This paper presents a case study research in lnieh
SMEs were analyzed. The case companies represented
various industries. The number of cases providdbera
limited view. However, the similarities between tfiems
indicate a strong need for this type of concreseaech. The
research design and implementation as well as the
collaboration with the case companies were flu€he case
companies were enthusiastically involved and geziyin
wanted to learn and develop their competencies. The
research process and outcomes were usable forase c
companies and provided value for all of the partais.
The tangible nature of this research provided &giral
setting.

V.CONCLUSIONS

This study shows that SMEs lack understanding ofice
logic in general. This is evident and reflectedhair strategic
thinking, customer relationships, service developme
processes, and management practices.

The findings of the research indicate that SMEsdnee
practical and easy to use methods. Especialijhenphases 1
and 3 during the service-centric business modetldpment
process e.g. to get deeper customer insights @mtevelop
angible service concepts based on those insibylets. kind of
practical methods, which can be easily and alsimiyappplied

gly SMEs, are needed to help them in their transition

towards service-centricity.

The following figure shows the elaborated research
overview for the development of the service-cenknisiness
model. This overview was the outcome of the rededtchas
been detailed in the earlier discussion.

Strategy diamond model

rview report

————

o343
1
Fig. 4 An elaborated research overview for theisergentric
business model development
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The research provided opportunities for SMEs touaeq
the latest knowledge of the field. And during thesearch,
exploring, testing, and development took place
collaboration and through co-creation between
stakeholders. With tangible methods and guidelitigs,case
companies learned new service-centric methods, etampies
and skills. Especially, the SMEs learned to incledstomers
in their processes. They learned to use these hettiod can
therefore use them in future. Further, the SMEsYy vad
working transformed to customer-centric. They sauglore
interaction with their customers and understood thay can
learn from the customers. This is a clear signnoféased
value co-creation centricity embedded in the sendimgic.
This in turn evidently shows improved service mitds

The SMEs transformed their business activities evise
logic: The SME transformed into service driven camp
Their business is now based on service strategies
understanding of service logic. Further, the customsights
and improved interaction is applied. This means skavice is

co-created with customers and based on customedshee

tangible benefits, and documented processes. &isomnodus
operandi of the SMEs changed: the decision makio more
customer understanding into consideration, comnatioic
increased, and roles and activities were re-defined

Based on the research, we suggest that SMEs caiitHup
their service business development capabilitiesmuitiple
ways. As with case of any novelty, also servicedogequires
versatile analysis. This paper is an attempt togofdrward the
possibilities the companies, and especially SMEe,favhen
novelty takes place in business model development.
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