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1. INTRODUCTION 

The majority of large and medium-sized companies are using external service providers 
and support from professional service firms, at least in some areas of the business. 
Examples of such services are management consulting, advertising, and financial 
advising. Concurrently, companies are having large cost reduction programs. Therefore, 
before engaging in a professional service assignment, both the real need and the price 
paid for professional services are considered carefully. 

In many companies, especially top management is focusing increasingly on costs and, 
hence, also on the price of professional services. The process of buying many types of 
professional services is often based on discussions at middle management level (e.g. 
marketing managers, IT managers, project managers). The final decision to buy, 
however, is often made at top management level. Nevertheless, middle management is 
frequently more involved in the actual service delivery process than top management. 

In certain cases a marketing manager or an IT manager may feel that it would be ‘easier’ 
to buy a service assignment from a long-term partner, whereas their superiors, i.e. the 
decision makers, may prefer a lower cost offer from a competing service provider, at least 
if the price discount is considerable. Often the middle management level has no time or 
tools to value the easiness factor (e.g. less time and effort), and the low price criterion 
may sometimes receive a high weight in the selection phase. This study is partly inspired 
by the willingness to improve understanding of cases where the ‘easiness’ factor can be 
measured in financial (e.g. euro or dollar) terms and, thus, also compared with price1 and 
other criteria used in the selection phase. 

Even if in some cases middle management has an authority to select a service provider 
within certain cost limits2, an improved understanding of the financial factors of these 
decisions may help both middle management and top management to make more 
informed decisions.   

Convenience or easiness (e.g. Rust, Zeithaml and Lemon 2000) has been identified as an 
important factor in a consumer perceived quality and value context3. It is, however, often 
a subjective feeling which in a business-to-business context may be regarded as irrational. 
On the other hand, top managers are usually more interested in value presented in 
monetary terms than in subjective ‘feelings based’ perceived value. Hence, if there is any 
additional value hidden in factors and criteria other than price, it should be analyzed and 
understood in monetary terms. This study focuses on understanding the service delivery 
process and financial measurable (objective) value hidden in the process, as opposed to 
the perceived (subjective) value that has been a common focus in the service marketing 
studies, especially in the customer perspective. 

                                                 
1 For instance, ‘measurable time saving’ as opposed to ‘perceived easiness’  is one of the factors that will 
be analyzed in the assignment process context. An assignment process is the key focus of this report.  
2 This may be true especially if a long-term legal or framework-type contract exists between the parties.  
3 Rust et al. (2000) define convenience as a sub-factor in a customer’s value equity  
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In the existing professional services literature, there have been two important focus areas, 
namely: 1) criteria for selecting a service provider (e.g. de Brentani and Ragot 1996; 
Edvardsson 1989; Gummesson 1979) for a specific assignment, as well as 2) the outcome 
of an assignment (Patterson and Spreng 1997; Gummesson 1979; Wang and Mowen 
1997). In contrast, the service delivery process has gained attention in the traditional 
consumer service marketing literature. In other words, the professional services literature 
has not accentuated the process nature of services in the same way as the consumer 
marketing literature. This study, however, emphasizes the importance of the service 
delivery process (service assignment) in a professional services context.  

Furthermore, the traditional service and relationship marketing literature has emphasized 
two areas: 1) customer perceived value  (e.g. Zeithaml 1988; Parasuraman, Zeithaml and 
Berry 1988; Liljander and Strandvik 1995; Grönroos 1998), and 2) service provider’s 
monetary value creation (e.g. Storbacka 1993; Storbacka 1994; Rust, Zahorik and 
Keiningham 1995; Rust, Lemon and Zeithaml 2000; Rust, Zeithaml and Lemon 2000; 
Blattberg, Getz and Thomas 2001; Reinartz and Kumar 2000; Reinartz and Kumar 2003) 
when analyzing long-term relationships. However, the monetary value creation – 
analyzed from a customer perspective (i.e. financial value created to the customer) – has 
not been in focus. Nevertheless, the monetary value may be much more important in a 
business-to-business context such as professional services. Hence, this study suggests that 
an enhanced understanding of financial value creation from a customer perspective 
(monetary value created to the customer) is needed in addition to the existing literature’s 
focus on customer perceived value (perceived value from a customer perspective) and 
monetary value created to the service provider (financial value creation from a service 
provider’s perspective).   

1.1 Positioning of the study  

This study aims to contribute to two research gaps: first, the value creation in 
relationships from a customer perspective is extended from perceived value to monetary 
value analysis; second, this is accomplished by analyzing service delivery process aspects 
of professional services. Table 1 outlines the research and contribution area of this study 
(customer’s monetary value creation in the professional service delivery process). In 
order to develop an understanding of the research area, existing consumer service 
marketing literature in a customer perceived value context is used: first, to build 
understanding of the process nature of services (number 1 in Table 1); second, the service 
provider perspective in consumer service marketing is used to get an understanding of 
monetary factors, although the main focus of this study is on the customer perspective 
(number 2 in Table 1)4; third, existing professional services literature is used to build an 
understanding of the selection criteria (perceived and monetary) leading to a professional 
service assignment, i.e. to a service delivery process (number 3 in Table 1).   

                                                 
4 While it is acknowledged that the customer perspective may learn from the research conducted in the 
service provider perspective – when it comes to an understanding of financial value – the service provider 
perspective is provided solely in an appendix (Appendix 5) in order not to confuse the reader with multiple 
perspectives in the understanding-building process. 
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Table 1 Positioning of the study 

 
 
 

CATEGORIZATION 

Selection criteria 
and the selection 

process 

Service delivery 
process/ 

Assignment 
(Professional 

service episode) 

Outcome of an 
assignment 

 
Perceived value 

 
 
 
 

   
 

Service provider 
perspective 

 
Monetary value 

 
 
 
 

2) Provided as 
background 
material in 
Appendix 5 

 

 
Perceived value 

3) Used for 
developing 

understanding of 
Contribution area 

1) Used for 
developing 

understanding of 
Contribution area 

  
 

Customer 
perspective 

 
Monetary value 

3) Used for 
developing 

understanding of 
Contribution area 

 
Contribution area 

 

 

The main unit of analysis is accordingly a service delivery process i.e. a professional 
service assignment. This can be compared with the term ‘episode’ in the relationship 
marketing literature (e.g. Holmlund 1997), where the term is used in a continuous 
relationship context. In this study, however, series of successive assignments (referred as 
‘long-term’) are compared with short-term transactional (referred as ‘one-time’) 
assignments. Thus, the focus is not solely on episodes in a relationship context. Figure 1 
illustrates the difference between long-term service providers and one-time service 
providers. 
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Figure 1 Assignments in long-term service provider and one-time service provider contexts  

1.2 Purpose and research questions 

It has been acknowledged in the relationship marketing literature that a seller or service 
provider5 usually benefits from having a long-term relationship with a customer6. The 
beneficial nature of a long-term relationship has not, however, been emphasized from a 
customer perspective, at least not in the business context7, where financial measures are 
assumed to be more important than in the consumer context. A framework that would 
enable improved understanding of the monetary value creation of a business customer 
(i.e. financial value ‘received’ by the customer) could therefore support customer 
companies to improve their own value-enhancement possibilities. Based on these 
arguments, the purpose of this study is formulated: 

The purpose of this study is to develop a framework for understanding monetary value 
creation in professional service assignments from a customer perspective. 

Additional focus is on relationship value from a customer perspective (value that is 
associated with long-term relationships between service provider companies and 

                                                 
5 The terms ‘service provider’ and ‘seller’ are used throughout the study to refer to the company that is 
selling and providing a professional service to the customer company. More detailed description of the 
terminology choices in the area is provided in Section 1.6.  
6 The terms ‘customer’ and ‘buyer’ are used to refer to the company who is buying and ‘consuming’ the 
service that the service provider company offers. More detailed description of the terminology choices in 
the area is provided in Section 1.6.  
7 Arantola (2002) studies benefits from a customer perspective in the consumer context. 
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customer companies) and, therefore, assignments with long-term and one-time service 
providers are compared.  

The enhanced understanding of the monetary value creation – in the context of this study 
– is, hence, firstly associated with value creation during an assignment process. Secondly, 
this value is analyzed by comparing long-term and one-time service providers to find out 
if relationship value can be identified. Finally, the information is incorporated with 
selection criteria that customer companies use to select a service provider for a specific 
assignment. 

This study focuses on one sub-field of services that is assumed to best illustrate the value 
creation potential of services. I selected professional services in a business environment, 
due to their potentially large impact on both the customer’s and the service provider’s 
business from cost, revenue, and risk perspectives. As professional service delivery 
processes (episode, assignment) often last substantially longer than service processes 
within traditional consumer services (e.g. retail bank, hotel, restaurant), I assume that 
their value-creating aspects can be analyzed more clearly. Moreover, because business-
to-business purchases are usually large and involve a great deal of money, customers are 
assumed to consider them more carefully than individual consumers (Rust, Zeithaml and 
Lemon 2000:73). Furthermore, the resources (e.g. people, knowledge) used in 
professional services are assumed to have a more significant impact on the service 
process than in traditional consumer services. This study is therefore based on service and 
relationship marketing perspectives, but focuses on the professional services in a business 
environment. 

To reach its purpose this study uses the specific research questions below: 

1) What kind of value concepts may be identified in the current service and relationship 
marketing literature?                                                                                                        

Aim served: pre-understanding 

2) What kind of selection criteria can be identified in the existing professional service 
literature? 

Aim served: pre-understanding 

3) How can these value concepts and criteria be categorized and analyzed in order to 
understand their value potential? 

Aim served: building a tentative framework 

4) What kind of improved insights – associated with selection criteria, perceived value, 
and financial value – can be achieved by analyzing empirical data with the value 
framework logic? 
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a) Understanding the impact of a long-term service provider in the monetary value creation process – (i.e. 
whether long-term relationship is valuable to the customer?) i.e. deeper understanding of value creation 
potential of professional service processes (long-term vs. transactional). 

b) Based on the process analysis, further understanding of the link between selection criteria and monetary 
value creation. 

Aim served: building the framework 

5) How could the customer company benefit from the improved understanding of its own 
financial value creation? 

Aim served: result analysis  

1.3 Delimitation 

This study suggests that professional service assignments can be divided into three phases 
from a customer perspective: 1) selection of the service provider for a specific 
assignment, 2) service delivery process, and 3) outcome effects of the assignment. 

Previous studies (e.g. Gummesson 1977; Gummesson 1981; Edvardsson 1989) state that 
it is often difficult to quantify the outcome effects of a professional service assignment. 
For instance, if a company’s financial results start to improve three years after a strategic 
management consulting assignment, it demands considerable effort to distinguish the 
impact that the consulting assignment might have had on the improved results. 

Furthermore, when comparing different service providers, it is arduous if not impossible 
to determine whether another service provider had achieved better results than the one 
that was originally selected and carried out the assignment (Gummesson 1977; 
Gummesson 1981; Edvardsson 1989). An illustration would be an advertising campaign. 
There may be possibilities to link increased sales to a specific advertising campaign. 
Nevertheless, to ascertain whether the selected advertising agency has accomplished 
better results than another advertising agency would have done would be a difficult task. 

Existing professional services literature focuses on selection criteria and on uncertain 
outcome. In contrast, the service delivery process has not gained as much focus as in the 
traditional service marketing literature.  

Table 2 Delimitation in the professional services perspective of the study 

 
Selection of a service provider 

 
Service delivery process Assignment outcome 

Pre-understanding – analyzed to 
understand core research area. 

Core research area – Monetary 
value creation during the process 
identified as a research gap.  

Delimitation - Not in the detail 
research scope, due to the 
difficulties to estimate value.  

Based on the shortcomings in the possibilities to analyze outcome value and comparisons 
of outcomes between different service providers, this study limits its analysis of value in 
connection with the service delivery process supported by the selection of the service 
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provider. Hence, the value of an outcome is not analyzed in detail (see Table 2). This 
choice of delimitation additionally reflects the study’s emphasis on the value related to 
the service delivery (assignment) process8. 

1.4 Contributions 

The theoretical contribution of this study is an improved insight into the concept of value 
creation in a ‘customer – service provider’ relationship from a customer perspective. This 
study contributes to the service and relationship marketing literature by extending a 
customer’s viewpoint from perceived value to measurable monetary value. The 
contribution to the professional services literature lies in the process focus as opposed to 
the outcome focus, which is often accentuated in the existing professional services 
literature. 

1.5 Theoretical perspective 

The purpose of this study is to develop a framework for understanding monetary value 
creation in professional service assignments from a customer perspective. There may be 
several methods for reaching this purpose, and the researcher’s choices reflect his or her 
perspective of the phenomenon. 

The focus of the studies within the field of relationship marketing has been the dyadic 
relationship between the service provider and the customer; the studies focus on either the 
customer perspective or the service provider perspective. This study suggests that 
improving the understanding of value creation in customer relationships from a customer 
perspective increases the possibilities to enhance the customer company’s own value 
creation.  

This study views the phenomenon of value creation mainly through the relationship 
marketing perspective. Service relationships have been one of the main areas within the 
relationship marketing field; they therefore provide a sound basis for this framework 
development. However, several theoretical research perspectives were initially evaluated, 
and it was acknowledged that there are multiple paths to reach the purpose of this study. 
The theoretical research process9 started with analyzing articles and other literature in 
Interaction and network approach, Service marketing and management, and Professional 
services. Finance and management accounting literature and financial value concepts 
were also reviewed. Table 3 summarizes the perspectives that were initially studied. 

                                                 
8 Service delivery process (assignment) related value is assumed to be available for analysis purposes in the 
shorter term than outcome value. Thus, it is additionally assumed that there is less uncertainty associated 
with financial value estimations concerning the process related factors (short-term) than with outcome 
value estimations. Since the existing professional service literature does not focus on process (assignment) 
aspects, also the short-term value analysis has been ignored. 
9 Chapter 2 describes the abductive research logic used in this study, where both theoretical and empirical 
parts are intertwined. This section, however, focuses and describes solely the theoretical part and the 
author’s choices related to the theoretical perspective. 
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Table 3 Alternative research perspectives 

 
Alternative research 

perspectives 
 

Researchers Conclusion for this study 

Finance and Management 
accounting 

Kaplan and Atkinson 1998; 
Copeland and Weston 1988; 
Stewart 1991; Stern 1993, Stewart 
1994; Copeland, Koller and Murrin 
1996; Damodaran 1996; Norton 
and Kaplan 1992; Kaplan and 
Norton 1996; Fabozzi 2001 

Not leading perspective 
 
Strengths:  

� Monetary value 
 
Weaknesses: 

� Does not provide basis for 
understanding intangible factors 
affecting value 

� Focus on product markets 
� Focus on the seller’s perspective  
 

Interaction and network 
approach 

Guillet de Monthoux 1975; 
Ford 1980; Ford 1982; IMP Group, 
Håkansson (Eds.) 1982; Ford and 
Rosson 1982; Rosson 1986; 
Frazier 1983; Wilson and 
Mummalaneni 1986; Dwyer et al. 
1987; Klint 1995; Barney 1991; 
Håkansson 1989; Axelsson 1992; 
Johanson and Matsson 1985; 
Anderson and Narus 1999; Gadde 
and Håkansson 1993; Ford 1998 
 

Not leading perspective 
 
Strengths: 

� Dyadic relationships 
� Buyer’s and seller’s perspectives 

 
Weaknesses: 

� Hierarchy of value-creating 
factors not as developed as in 
service marketing-based 
relationship marketing 

Professional services Maister 1993; Gummesson 1977; 
Gummesson 1978; Gummesson 
1979; Gummesson 1981; 
Gummesson 1988; de Brentani and 
Ragot 1996; Patterson and Spreng 
1997; Halinen 1994; Ojasalo 1999; 
Ojasalo 2000 

Supporting perspective 
 
Strengths:  

� Selection criteria 
� Business context 

 
Weaknesses: 

� Outcome focus instead of 
process focus  

� Perception instead of monetary 
impact 

 
Service marketing and 
Relationship marketing 

Zeithaml 1988; Parasuraman, 
Zeithaml and Berry 1988; 
Parasuraman, Zeithaml and Berry 
1994; Grönroos 1992; Grönroos 
1998; Liljander and Strandvik 1995 

Leading perspective 
 
Strengths:  

� Process focus 
� Hierarchical value factors 

 
Weaknesses: 

� Consumer context 
 

 

I considered finance and management accounting literature a good starting point for 
analyzing overall long-term value in financial terms. However, it did not provide a basis 
for understanding the underlying intangible factors affecting value. Moreover, finance 
and management accounting literature often focuses on product markets and solely on the 
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seller’s perspective; consequently, it would not have provided a sound basis for 
understanding the customer’s perspective in professional services.  

After evaluating the Interaction and network approach, due to this study’s focus on 
professional business-to-business services, I decided that it was not the leading 
perspective. Although this perspective provides numerous studies focusing on industrial 
networks and dyadic relationships, and the research often captures both the seller’s and 
the buyer’s perspectives, the value perception research within the service management-
based relationship marketing tends to be more developed, and it provides deeper insights 
into research concerning a hierarchy of possible value-creating factors.  

I also analyzed Professional services literature in order to determine its suitability as a 
guiding perspective for this study. After determining that most of the factors affecting 
value creation in a relationship are universal and not industry specific, I decided it apt 
that the relationship marketing literature served as the foundation for this project. 
Professional services literature does not rival Service marketing-based relationship 
marketing at its level of understanding, particularly when it comes to factors related to 
relationship development. For instance, professional service literature accentuates the 
outcome factors of an assignment, while service marketing-based relationship marketing 
focuses on the process nature of services. Nevertheless, existing professional service 
literature serves as a good basis in the selection criteria related sections. 

The following two sections serve as background information for the relationship 
marketing perspective and professional services context. The sections aim to introduce 
relevant concepts in order to facilitate further value analysis within the relationship 
marketing perspective and understanding of the special characteristics of professional 
services.  

1.5.1 From transaction marketing to relationships  

The term relationship marketing appeared almost simultaneously in industrial marketing 
and in service marketing. It was used by Barbara Bund Jackson in her project on 
industrial marketing in the late 1970s. Publishing her research in 1983 she used the term 
as an inverse of transaction marketing: 

…a surprising number of marketers don’t probe deeply enough into the nature of their 
relationships with customers. They want very much to believe that they‘re building lasting ties 
with buyers – but they’re not. They want very much to do what I call ‘relationship marketing’ – 
but  their customers think more in terms of ‘transaction marketing’ (Jackson 1983:121). 

The term was also used by Berry (1983), but exclusively for services. Berry defines 
relationship marketing as “attracting, maintaining and  in multi-service organizations – 
enhancing  customer relationships” (Berry 1983:25-28; Berry 1995:236). He states that 
the attraction of new customers should be viewed only as an intermediate step in the 
marketing process. Solidifying the customer relationship, transforming indifferent 
customers into loyal ones, and servicing customers as clients should also be considered as 
marketing. Berry outlines strategic factors for practicing relationship marketing: 
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developing a core service around which to build a customer relationship to the individual 
customer; augmenting the core service with extra benefits; pricing services to encourage 
customer loyalty; and marketing to employees so that they, in turn, will perform well for 
customers. 

In 1994, Grönroos argued that the globalization of business and the evolving recognition 
of the importance of market economies and of customer relationship economies, among 
other trends, reinforce the change in mainstream marketing. He describes the motivation 
for a paradigm shift in marketing: a need to change “from the traditional Marketing Mix 
and the four P’s to Relationship Building as a Cornerstone of Marketing” (Grönroos 
1994:4-20). 

Grönroos (1994) defines relationship marketing in the following way: “Marketing is to 
establish, maintain, and enhance relationships with customers and other partners, at a 
profit, so that the objectives of the parties involved are met. This is achieved by a mutual 
exchange and fulfillment of promises” (Grönroos 1994:9). Such relationships are usually, 
but not necessarily always, long term. Establishing a relationship, for example with a 
customer, can be divided into two parts: to attract the customer and to build the 
relationship with that customer, so that the economic goals of that relationship are 
achieved. In 1997, Grönroos added a new viewpoint concerning relationship marketing: 
“… and when necessary terminating relationships with customers and other 
stakeholders”.   

Gummesson (1995) defines relationship marketing as follows: “Relationship marketing is 
focusing on relationships, networks and interaction”. He defines the transition from the 
traditional Marketing mix to relationship marketing in the form of 30 relationships 
instead of the Four Ps. He divides the 30 relationships into: The Classic marketing 
relationships, Special marketing relationships, Mega relationships, and Nano 
relationships.      

The importance of relationship marketing thinking in the context of this study lies in the 
distinction between a transaction and a relationship. The term ‘episode’ (e.g. Holmlund 
1997) is used to refer to specific service delivery processes (restaurant visit, hotel visit) 
during a relationship. This study focuses on service deliver processes in both the 
transaction and in the relationship contexts. In the context of professional services in this 
study, the term assignment is used to illustrate the episode level.  

1.5.2 Nature of professional services 
 
In the previous section, I presented the characteristics of relationships. In order to 
understand how value is created in relationships in professional services, a basic 
understanding of the special characteristics related to professional services is also 
necessary. This section therefore provides a basis for introducing the factors attached to 
the value concept in the following sections.  
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The characteristics of services and service production include: intangibility of what is 
bought or sold, simultaneous production and consumption (or processes), and interaction 
of customer and supplier in the process of producing the service (e.g. Grönroos 1982; 
Lovelock 1983). One of the most important criteria for the definition of services is that 
they should be treated as processes (Grönroos 2000). Gummesson (1991) defines the term 
‘Part-time marketer’ in the service context to describe the fact that every person in a 
service company is a ‘marketer’ regardless of the functional department or hierarchy they 
belong to. These characteristics have been central in traditional service marketing 
research. Moreover, service marketing research has mainly focused on business-to-
consumer level. These studies have included industries such as hotels, restaurants, and 
retail banks.  
 
The process aspects, intangibility, simultaneous production and consumption, as well as 
interactions between customer and supplier, are central concepts even in professional 
services. However, additionally, there are other important characteristics which have not 
been mentioned in the research of traditional consumer services. 
 
Wittreich (1966) claims that the most obvious difference between the sales of a tangible 
good and sales of a professional advisory service is that with a tangible good the 
customer has the actual product to evaluate, not just the person to whom he or she is 
talking (Wittreich 1966:127). It could be stated that an employee of a professional service 
firm, for example a consultant or a financial analyst, is often a well-educated professional 
expert. However, the value of the employee to the service provider company cannot be 
measured by years of education, but rather in terms of how highly valued this employee 
is by customers; that is, how much revenue the employee is able to generate for the 
service provider. 
 
Gummesson (1978:90) suggests four criteria for identifying professional services, 
including the fact that the service should be provided by qualified personnel and focus on 
problem solving, and that the professional should have an identity (i.e., be known in the 
market for his specialty and under a specific name such as ‘architect’ or ‘management 
consultant’). 
 
Furthermore, Gummesson (1978) defines a professional service as an assignment given 
by the buyer to the seller. This definition can be divided into two components: an 
assignment can be one-time service order, such as a consultant assignment in a special 
project, or assignments can be continuous, such as legal or audit services. It is customary 
that when a company needs legal counseling, it continuously turns to the same law firm. 
On the other hand, management consulting services may be bought on a more 
assignment-by-assignment basis, and the management consulting company employed is 
often changed, for example, in connection with a management change. Additional 
characteristics related to professional services are the problem solving approach of the 
assignments (Wittreich 1966; Gummesson 1977), and often, the confidential nature of 
assignments (Gummesson 1981). This study suggests that both the assignment level 
(assignment-by-assignment) and the relationship level are important in the analysis of 
value creation in professional services. 
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The previous characteristics listed by Gummesson (1977, 1978 and 1981) and Wittreich 
(1966) can be applied in the professional services both at business-to-consumer level and 
business-to-business level. Examples of consumer level professional services are doctors, 
dentists, and individual investment advising. The providers of these services are highly 
educated experts with specific knowledge of the problem area (problem-solving 
approach), and the nature of an appointment with, for example, a doctor, is confidential. 
 
Examples of business-to-business level professional services are recruitment agencies, 
management consultants, advertising agencies, and corporate finance services. Providers 
of these services are expert companies with educated specialists. These companies sell 
their services (problem-solving ability within a specific area) to other companies. Hence, 
there is often a case for asymmetrical information, when specialized experts are selling 
specialized information and making informed decisions.10   
 
The nature of the assignments is usually confidential. A customer to an advertising 
agency does not want the competitors to know about an upcoming campaign, and a 
company planning to acquire another company (mergers and acquisitions) and advised by 
a corporate finance specialist does not want the news to leak until every detail is clear.    

This study focuses on the professional services in a business environment and, hence, 
both process aspect of services and specific characteristics of professional services are 
illustrated.  

1.6 Key terminology and concepts 
 
My choice of selecting service marketing -based relationship marketing as a guiding 
perspective is also reflected in the language and terminology used throughout this report. 
However, the supporting perspective – professional services literature – has some effect, 
especially in the selection criteria- and selection phase-related sections. Furthermore, 
even if the finance literature was not suggested to provide a sound basis for 
understanding the customer perspective in professional services, it has some effect on the 
terminology and concepts used in the area of financial (monetary) value.  
 
The aim of this section is to help the reader to understand the choices and motivations 
concerning the language and terms used as well as to build a basis for the concept 
development in the later chapters. Section 1.6.1 presents motivations related to language 
and terminology used concerning customers and service providers. Section 1.6.2 
illustrates the basis which is used in the value creation concept development of this study. 
This description includes areas of perceived value, monetary/financial value and risk. 
Finally, Section 1.6.3 explains what is meant by the customer perspective of this study. 

                                                 
10 ‘Information economics’ and ‘value information’ -type of studies could also be relevant here; however, I 
chose not to include them, due to this study’s focus on relationship marketing . 
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1.6.1 Customers and service providers vs. Buyers and sellers 

The terminology and language concerning  ‘customers’, ‘buyers’ and ‘service users’ as 
well as to related counter parties ‘service providers’, ‘service sellers’ and ‘suppliers’ 
varies in different research traditions. Service marketing-based Relationship marketing 
literature11 (e.g. Storbacka 1994; Grönroos 1998) uses the terms ‘customer’ and ‘service 
provider’. The majority of these studies focus on service companies and consumer 
customers. In contrast, the literature in Interaction and network approach (e.g. Ford 1980; 
Håkansson 1982) uses terms ‘buyer’ and ‘seller’ or ‘supplier’. 

The most varying language and terminology is found in professional services literature. 
This may be based on the fact that the authors and the research categorized in this report 
under the heading ‘Professional services literature’ both originate from different research 
traditions and from different decades. For instance, Wittreich (1966) uses the terms 
‘buyer’ and ‘seller’ whereas Gummesson (1981) uses the terms ‘client’ and ‘professional 
firm’ or ‘professional service firm’. On the other hand, Edvardsson (1989) refers to 
‘clients’,  ‘customers’ or  ‘buyers’ interchangeably, while the counter party terminology 
is summarized under the term ‘consultant’. In the 1990s, Maister (1993) mentions 
‘clients’ and ‘buyers’ with ‘professionals’ as their counter parties. De Brentani and Ragot 
(1996) refer to ‘client’ and ‘professional service firm’ or ‘professional service provider’.  
 
It seems that the focus of the studies using ‘buyer’ and ‘seller’ terminology is on the 
buying or selection process of professional services rather than on the actual service 
delivery (assignment) process. In the Interaction and network approach, the contexts are 
not necessarily service assignments, and hence the term ‘service provider’ would be 
inappropriate.  

Authors who focus on business-to-business (or organization-to-organization) professional 
services and base their studies on the existing research within Service marketing-based 
Relationship marketing (especially in the Nordic School research tradition), such as 
Ojasalo (1999), Kinnunen (2001), and Lapierre (1997), use the terms ‘customer 
(company)’ or ‘(organizational) customer’ when referring to companies buying or using 
the service, and ‘service provider (company)’ and ‘professional service provider’ when 
referring to companies selling or delivering/providing the service. The focus of these 
studies seems to be the service delivery process (perceived quality, perceived value or 
innovation development during the process) rather than the purchasing process where 
service providers are selected (which was the case concerning ‘buyer’ and ‘seller’ 
terminology). Table 4 summarizes the terminology used in different literature areas.   

                                                 
11 Especially in the ‘Nordic School of Services’ research tradition (Grönroos and Gummesson 1985) 
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Table 4 Summary of terminology in the existing literature 

 
 Service marketing 

and Relationship 
marketing 
 

Interaction and 
Network approach 

Professional services 

Context Business-to-
Consumer context 
 

Business-to-Business 
context 

Business-to-Business context 

Terminology 
concerning 
Service 
buyer/user/receiver 

Customer Buyer Buyer 
Client 
Customer 
Organizational customer 
Customer company 
 

Terminology 
concerning 
Service 
seller/provider/supplier  

Service provider Seller 
Supplier 

Seller 
Service provider 
Service provider company 
Professional service firm 
Professional service provider 
Professional firm 
Consultant 

 
This study uses Service and Relationship marketing as a leading perspective. Hence, the 
choice of the language and terminology reflects the chosen perspective, and the terms 
customer or customer company and service provider or service provider company are 
used when referring to the service delivery or service assignment process. This choice 
reflects the process nature of services, and supports the view of having an assignment (as 
described in Figure 1) as a main unit of analysis. 
 
On the other hand, Professional service literature was selected as a supporting 
perspective. The strength of this perspective was stated to be selection criteria used when 
a potential customer is selecting a service provider (see Section 1.5). At this stage 
(selection phase), the potential customer has a ‘buyer role’ and the potential service 
provider has a ‘seller role’ due to the buying or selection phase. Thus, the terms buyer 
and seller are used interchangeably with customer (company) and service provider 
(company) when focusing on selection criteria or selection phases. Table 5 summarizes 
the choices made for this study. 
 

Table 5 Summary of the terminology used in the study 

 
 Selection phase 

 
Assignment process/ 
Service delivery process 

Terminology 
concerning 
Service 
buyer/user/receiver 

Buyer 
Customer (company) 

Customer (company) 

Terminology 
concerning 
Service 
seller/provider/supplier  

Seller 
Service provider (company) 

Service provider (company) 
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It should be noted, however, that when referring to the existing literature and research, 
the terms used in these specific studies are replicated in descriptions and citations used in 
this study. 

1.6.2 Concept of value 
 
The concept of value will be explored in the following chapters. This section aims to 
build an overview of value-related concepts, in order to help the reader to follow the logic 
of the forthcoming chapters. 

1.6.2.1 Perceived value and monetary value as separate parts of value creation 
 
The statement of “value from a customer perspective is what the customer gets for what 
he gives” lays the basis for many service marketing studies. In the consumer service 
marketing literature, this has been usually translated into ‘perceived value’. A definition 
of perceived value follows this logic: 
 

“Perceived value is the consumer’s overall assessment of the utility of a product based on 
perceptions of what is received and what is given.” (Zeithaml 1988) 

 
In many service marketing studies ‘what customer gets’ refers to ‘perceived service 
quality’ or ‘perceived value of the service’. Since, the key concept of services is the 
simultaneous production and consumption of service (service process), the ‘what 
customer gets’ -component may be understood as perceived value of the service delivery 
process or experience during the process, and hence is associated with the perception of 
value which may not be easily measurable in monetary terms.  In contrast, the ‘what 
customer gives’ -component often refers to the price paid for the service and can be 
measured in monetary terms. Some of the studies also include non-monetary ‘what 
customer gives’ –components, such as effort. These components may be referred to as  
perceived sacrifices, since they are experienced subjectively and are not easily measured 
in monetary terms. Additionally, since perceived value is often expressed as a quota that 
uses both monetary and non-monetary items, the monetary items are often not separated 
for monetary value analysis. The concept of perceived value will be illustrated in Chapter 
3.  
 
This study suggests that perceived value and monetary value (or financial value) are 
clearly separate concepts. Even if the perceived value concept may include both non-
monetary (e.g. perceived quality) and monetary (e.g. price paid) value components, it is 
suggested that there is a need to improve and extend understanding of the separate 
financial or monetary value, especially in business-to-business services.  
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Table 6 Examples of  Perceived value concept in the existing literature and Monetary value concept 
in this study 

 
Perceived value 

 
Monetary/Financial  value  

Existing literature Focus and contribution area of this 
study 

Price paid Measured in 
monetary terms 
 

Price paid Measured in 
monetary terms 

‘Customer gives up’ 

Effort, Time used Not measured in 
monetary terms 

Time used Measured in 
monetary terms 

‘Customer gets’ Perceived quality Not measured in 
monetary terms 

Time saved and 
used for more 
value adding 
activities 

Measured in 
monetary terms 

 
Table 6 illustrates that perceived value has components that are measured in monetary 
terms and components that are not measured in monetary terms. In contrast, all the 
components of monetary value can be measured in monetary terms. Additionally, it is 
suggested that perceived value and monetary value are clearly separate concepts, and an 
improved understanding of the total value-creation phenomenon can be achieved by 
analyzing them separately.    
 
One of the areas that has an impact on value perception and value measurement is time. 
Traditionally in a consumer context, time has had a short-term notion (e.g. Zeithaml 
1988). In other words, value is experienced in the short term, for instance, during a 
specific transaction or service episode. Grönroos (1998) distinguishes, however, between 
short-term and long-term perceived value. In his model12, the long-term value 
components, such as relationship costs, are associated with relationship development. 
Figure 2 illustrates the short-term value creation associated with a specific transaction, 
and the long-term value creation associated with the relationship development, as 
services are used over time. It should be noted that the short-term and long-term value 
creation in the existing literature (as described in this paragraph) are associated with 
perceived value. 
 
 
 
 
 
 
 
 
 
 
 

                                                 
12 Customer perceived value equations (Grönroos 1998) will be handled in Chapter 3. 
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Figure 2 Short-term and long-term value creation in the existing literature 

 
The short-term and long-term notions will also be used in the monetary value context of 
this study. Some of the value components are experienced (perceived value) or 
materialized (monetary value) during a service assignment, and some are expected to 
materialize (monetary value) in the longer term. The long-term effects may be associated 
with assignment outcome or, for instance, with future cost savings that are based on the 
customer’s learning during a specific assignment. This study focuses on specific 
assignments (illustrated under ‘Current assignment process’ in Figure 3), and on the 
monetary value creation during the assignment.  
 
The relational costs and revenues (relationship value) are assumed to be derived from the 
history i.e. from previous assignments with the same service provider, and to be 
materialized during the ‘current’ assignment. The long-term value effects of this study are 
therefore not associated with future relationship costs or future added value (positive or 
negative) as in Grönroos (1998), but rather with relationship value materializing in the 
short term (during an assignment). 
 
In other words, the concept of relationship costs and positive/negative added value by 
Grönroos (1998) has a forward-looking notion and the costs (and benefits) from a long-
term relationship are expected to materialize in the future (long-term value), whereas this 
study has a backward-looking notion when it comes to the analysis of relationship value. 
The benefits from the past assignments or existing relationship are materialized in the 
short term (during the current assignment). Thus, the time point of the analysis differs 
between the existing research and this study. Table 7 summarizes the differences in the 
value concepts of existing literature and in this study. 
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Table 7 Short-term and long-term value concepts 

 
Existing literature Short-term Long-term 

 
Perceived value Associated with a transaction or a 

service episode (e.g. Zeithaml 1988; 
Grönroos 1998) 

Associated with relationship 
development (e.g. Grönroos 1998)  
 
E.g. Relationship costs or 
positive/negative added value that 
will be materialized in the future 
when services will be used. 

Monetary/Financial value Price paid (Uncertain) Outcome value 
 

This study 
 

Short-term Long-term 
 

Perceived value Experienced in short term, during or 
just after a service assignment 
 

N/A 

Monetary/Financial value Price paid 
 
Assignment process related factors.  
 
Relationship value derived from the 
past when services have been 
used and materialized during the 
current assignment. 

Associated, for instance, with the 
expected financial value of an 
outcome. Since, the expected 
financial cash-flow effects are 
estimated in long term, an 
uncertainty/risk factor is included 

 
 
Long-term monetary value effects, such as outcome value, are recognized in this report, 
but not studied in detail. This study restricts its main analysis in the assignment process, 
since it has been identified as a research gap in the existing literature. Hence, the main 
contributions also lie in understanding the short-term monetary value created during an 
assignment as opposed to the long-term, more uncertain, value creation which has been 
recognized in the existing professional services literature. Figure 3 illustrates the focus 
area of this study.   
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Figure 3 Short-term and long-term value creation in this study 

1.6.2.2 Financial/ Monetary value creation 
 
Perceived value will be used in this study as a building block for understanding total 
value creation. However, the focus and the core contribution area of this study lie in 
understanding monetary value13. This study suggests that additional financial value can 
be created by reducing monetary sacrifices (what customer gives up) and/or by increasing 
monetary benefits (what customer gets). As will be described in Chapters 4 and 5, it may 
be easier to analyze reduction of monetary sacrifices (e.g. cost reduction) than monetary 
benefits (e.g. sales increase) especially from a customer perspective – which is the 
analysis perspective of this study. Moreover, the increased monetary benefits may be 
conditional to and resulting from reduced sacrifices. For instance, a customer’s own time 
saved during an assignment process may be associated with additional time for sales, 
which in turn may lead to increased sales. Hence, the easiness of analyzing e.g. cost 
reduction is based on the direct link with the actual activity that led to cost reduction and 
also on more short-term effects on the customer company’s cash flow going out, whereas 
the difficulty of analyzing increased monetary benefits arises from the more indirect link 
with the original activity that led to e.g. increased sales. Furthermore, the cash flow effect 
may be seen in the longer term than in the cost reduction example, and the result is thus 
more uncertain than in the short-term cost reduction case. 

Consequently, even if the following chapters may seem to focus more on ‘cost reduction’ 
than on ‘revenue increase’, conceptually the value creation construct of the study includes 

                                                 
13 ‘Monetary’ and ‘financial’ value are used interchangeably to refer to the value that can be measured in 
monetary (e.g. euro or dollar) terms.  
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both ‘decrease/reduce’ components, such as cost reduction, and ‘increase’ components, 
such as revenue increase.  Table 8 summarizes the discussed example. 

Table 8 ‘Increase’ and ‘decrease’ components of value creation 

 
Activity 
change 

Decrease/ 
Increase 

Effect from 
the 

customer 
perspective 

Cash flow 
effect 

Direct/ Indirect 
impact 

Short-term or 
long-term 
impact  on 
cash flow 

Risk/ 
Uncertainty 

Fewer service 
provider’s 
resources 
needed for a 
service 
assignment 

Cost 
reduction 
(=decrease 
financial 
sacrifice) 

Decrease 
cash flow 
out 

Direct impact � 
Less resources 
means less 
hours invoiced, 
and less costs for 
the customer 

Short-term Minimum 
risk� Cash 
flow impact  of 
reduced costs 
can be 
estimated with 
relative 
easiness 
(relates to the 
short-term 
impact) 

Fewer 
customer’s 
resources 
needed for a 
service 
assignment 

Revenue 
increase    
(= increase 
financial 
benefit) 

Increase 
cash flow in 

Indirect impact � 
Resources can 
be used for more 
value adding 
activities e.g. 
direct sales, and 
revenue may be 
increasing only in 
longer term 

Long-term More risk� 
Cash flow 
impact of 
increased 
revenue has 
an uncertainty 
component, 
since effect 
may be seen 
only in longer 
term i.e. how 
successful the 
sales activities 
were (relates 
to the long-
term impact)  

1.6.2.3 Perceived risk and financial risk 
 
The last column of Table 8 refers to riskiness or uncertainty of short-term and long-term 
cash flows. The logic follows from Discounted Cash Flow (DCF) thinking (e.g. 
Copeland, Koller and Murrin 1996), and is based on the concept that expected (estimated 
or forecasted) cash-flows in the longer term are associated with more uncertainty (risk) 
than expected cash flows in the short term (i.e. it is easier to forecast with shorter horizon 
than with longer horizon, when more uncertainty factors may have an effect on cash flow 
estimations). In this study, this kind of risk is mentally referred to as financial risk or risk 
associated with (future) cash flows. 
 
This study also refers – at least mentally – to perceived risk, which is associated with a 
subjective perception (or feeling) of risk rather than with quantification of risk. For 
instance, a customer may fear that the assignment outcome will fail, and tries to minimize 
this perceived risk by selecting a service provider that is known for successful outcomes.  
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Theoretically, there may be a link between perceived risk associated with unsuccessful 
outcomes and financial risk (cash flow effect). For instance, the objective of a 
professional service assignment may be to reduce costs associated with ineffective 
processes. Hence, if this objective is not reached, i.e. costs are not reduced, the outcome 
of the assignment fails. However, since the financial outcome effects are not included in 
the detailed scope of this study, the risk and uncertainty associated with unsuccessful 
assignment outcomes are treated more as a subjective perception of risk14.  
 
The issue here is that while perceived value and monetary/financial value are clearly 
separate concepts, and no attempt is made to find a ‘cause and effect’ –type connection 
between them, there may be a link between perceived risk and financial risk. Since, the 
separation is not straightforward, this study simply refers to the both concepts as risk. 
Table 9 summarizes the discussion and use of the term ‘risk’ in this study. 
 

Table 9 Risk concept of this study    

 
Type of risk 

 
Description Use in this study 

Financial risk or Risk associated 
with cash flows 

Quantifiable – refers to the risk  or 
uncertainty of future cash flows 
 

Perceived risk Non-quantifiable – refers to the 
subjective perception of riskiness 
of a future event 

 
Both concepts are merged under 
the term ‘risk’ 

1.6.3 Value from a customer perspective 
 
This study focuses on value creation from a customer perspective. This means that the 
interest area is the value received by the customer. In other words, the object of the value 
creation is the customer. Based on the discussion in the previous paragraphs and sections, 
the value creation may include both ‘decrease’ -components, such as cost reduction, or 
‘increase’ -components, such as revenue increase.  
 
However, the value received by the customer (object) may be produced or created by 
both the service provider and the customer company itself. Hence, the subject of the 
actual value ‘production’, ‘generation’ or ‘creation’ may be either the customer or the 
service provider. Table 10 summarizes the view of this study with an example15. 
 
 
 

                                                 
14 Risk associated with outcome is not in the detail scope of this study – due to this report’s focus on the 
assignment process. However, it is acknowledged that the risk concept would warrant more detail analysis 
if it was a central focus of this study.  Risk will be analyzed at a general level in connection with riskiness 
of short-term and long-term expected cash flows. The analysis is based on the theoretical assumption (e.g. 
Copeland, Koller and Murrin 1996) that short-term cash flows are less risky than long-term cash flows.    
15 Compare Value effect -column with second and fourth columns of Table 8 
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Table 10 Example of the customer as value receiver 

 
Activity change Value producer/ 

generator/creator 
– ‘subject’ 

Value effect Value receiver – 
‘object’ 

Fewer service provider’s 
resources needed for a service 
assignment 

Service provider Cost reduction 
from the 
customer 
perspective 
(=decrease 
financial 
sacrifice) 

Customer  

Fewer customer’s resources 
needed for a service assignment 

Customer Revenue 
increase from the 
customer 
perspective 
(=increase 
financial benefit) 

Customer 

 
 
In the existing relationship marketing literature, especially in the consumer context, the 
customer is often an object of the service provider’s activities, and hence the value for the 
customer is also mainly created by the service provider. For instance, the majority of 
Cusomer Perceived Value (CPV) literature (referenced in Section 3.1) is based on the 
assumtion that service provider creates value to the customer, and the customer builds a 
perception of this value (customer perceived value) while experiencing the service 
delivery. However, according to Storbacka (1994) and Normann and Ramirez (1994),  the 
goal of a service provider is not the value creation for the customer, but rather to help the 
customers to create value for themselves and for their end customers. This study will note 
that the ‘subject’ and ‘object’ of value creation have not been researched enough in the 
existing literature, and hence the issue of who is creating value to the customer is 
somewhat unclear. This study accentuates the finding that, especially in a business-to-
business context the customers are also able to create value for themselves with the 
choices they made, and thus they are not solely dependent on the service provider’s 
ability to create value16. 
 
 
 

                                                 
16 Service providers are naturally also interested in creating value for themselves. However, the perspective 
of this study is the customer perspective, not the service provider perspective. 
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2. RESEARCH STRATEGY 

A research strategy may be thought as the overall direction of the research including the 
process by which the research is conducted (Remeney et al. 1998). The research strategy 
of this study builds on the research approach and research process. The research approach 
describes the general philosophical approach that illustrates the researcher’s perception of 
reality. The scientific philosophy behind the research should have an effect on all the 
phases of the research process, which describes the actual phases of the process. The 
following two sections focus on the research approach and research process respectively. 
The research method – case study approach – is outlined in Chapter 4 before the analysis 
of final phase empirical data. 

2.1 Research approach and scientific philosophy 
 
The concept of paradigm has been established by Thomas Kuhn (1962). A paradigm 
consists of researchers’ value judgments, norms, standards, frames of reference, 
perspectives, ideologies, myths, theories, and approved procedures that govern their 
thinking and action. Gummesson (2000:18) states that in science, a paradigm consists of a 
researcher’s perception of what one should be doing and how one should be doing it, and 
what are the interesting research problems and which methodological approach can be 
used to tackle them. Gummesson (2000:172) continues that the scientific paradigm 
affects researchers’ goals, pre-understanding and understanding, choice of research 
territory and, within this research projects, methods and researcher roles and choice of 
quality criteria. 
 
The purpose of this study is to develop a framework for understanding monetary value 
creation in professional service assignments. The focus lies in understanding, and so the 
study is interpretative in nature. Therefore, the scientific philosophy of this study that 
guides the research process lies in a non-positivistic foundation. In addition to the focus 
on understanding the value creation phenomenon, the interest of this study lies in new 
theory generation as opposed to the theory verification that is the focus of a positivistic 
approach. 
 
Adherents of constructivist paradigms (Guba 1990; Guba and Lincoln 1989; Lincoln and 
Guba 1985) feel that positivist paradigms are flawed and they should be replaced. They 
believe that reality exists only in the context of a mental framework (construct) for 
thinking about it. Furthermore, there can be many constructions and there is no 
fundamental way of choosing among them (Guba 1990: 25).  
 
Ontologically, the positivistic paradigm assumes that “there is an objective truth in the 
world that can be revealed through the scientific method” (Cassell and Symon 1994:2). 
Nevertheless, this study views the world through a constructivist paradigm that relies on 
relativism. Realities exist in the form of multiple mental constructions, socially and 
experimentally based, local and specific, dependent for their form and content on the 
persons who hold them (Guba 1990:27). This report bases its theory generation on the 
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case study respondents’ experiences, and their own and the researcher’s interpretations of 
the mental constructs they hold, when it comes to constructs of value creation. The 
respondents view the value creation in their local and specific company contexts, within 
the specific type of professional service studied. For instance, the respondent in the 
advertising agency case study communicated her view of the value creation based on the 
social processes and experiences in that context, whereas the respondent in the 
information technology consulting case study communicated his view of the specific 
context he has experienced. 
   
Epistemologically, the positivist paradigm assumes that an object can be studied without 
influencing it or being influenced by it (Cassell 1994:2-3). However, the constructivist 
paradigm focuses on subjectivity, and aims to unlock the constructs held by individuals. 
The constructs are subjectively experienced, and if the realities exist only in respondents’ 
minds, subjective interaction is needed to access them (Guba 1990:26). This study 
focuses on unlocking the respondents’ perception and interpretation of the value 
constructs, and the generated knowledge is the result of the communication process 
between the researcher and the respondents and, hence, is subjective17. For example, in 
the final case studies, the researcher and the respondents developed their constructs 
individually between the interviews, and together in the interview sessions. Thus, both 
the researcher and the respondent influenced the data generation.   
 
Methodologically, the positivist paradigm uses the “scientific method where the focus is 
on measuring relationships between variables systematically and statistically” (Cassell 
and Symon 1994:2). In contrast, the constructivist paradigm is based on hermeneutic and 
dialectic (Guba 1990:27). This study focuses on hermeneutic methodology to elicit 
constructions, and dialectically proceeds by contrasting individual constructions 
including the researcher’s constructions in a way that information and sophistication of 
constructs can be improved. The present study uses the logic of a hermeneutic spiral 
where different phases of pre-understanding and understanding are interlinked. The 
communication process during the research helped both the researcher and the 
respondents to reconstruct their previously held constructs in various phases of the 
research. 
 
Hermeneutic methodology and abductive reasoning 
 
The term ‘hermeneutics’ and its Greek origin ‘hermeneuien’ refer to the verb ‘to 
interpret’. Remenyi et al. (1998: 283) use the definition of “study of the methodological 
principles of interpretation and explanation of written texts”. The method of 
understanding by hermeneutics, similar to that of Verstehen, contrasts with the methods 
usually presupposed to hold in Natural sciences. Interpretative analyses of evidence in 
hermeneutic research relies on the researcher’s ability to conceptualize on the basis of 
evidence available.   

                                                 
17 One could argue that value creation could be studied objectively – and even this study uses objective 
monetary measures. Nevertheless, the objective monetary measures are valid only in their local contexts. 
Hence, since the present study’s focus is on understanding building and not on theory testing in the form of 
statistically generalized results, this study views the phenomenon through a constructivist paradigm.  



 25

 
In the hermeneutic research tradition, absolute truths do not exist. Instead of the ‘absolute 
truth’, the researcher tries to find new ways of understanding a phenomenon. The present 
study measures value in monetary terms. However, the monetary measures found in the 
specific case studies cannot be generalized in other cases. Hence, the present study aims 
to find new ways of understanding value creation, and even if value is presented in 
monetary figures, the focus is not on an attempt to generalize the monetary results, but 
rather on understanding the underlying effects. This understanding building process is 
developed by using abductive reasoning. 
 
Gummesson (2000) claims that the key difference between deductive and inductive 
research lies in the starting point. Deductive research starts with existing theories and 
develops hypothesis that are tested, whereas inductive research starts with real world 
data, and eventually theories emerge from the input. He adds that after the initial stages, 
all research becomes an iteration between the deductive and the inductive. He claims that 
even if this is sometimes referred to as abductive research, it should not be mistaken as a 
third type of approach.  
 
The starting point for the present research was induction from real life evidence18. 
However, the deductive approach gained a strong focus briefly after the beginning of the 
research process, and the essence of the research has been an interaction of inductive 
reasoning and deductive reflection of existing theories.  
 
In contrast to Gummesson (2000), Dubois and Gadde (1999:3) use the term abductive 
approach, and they describe abductive approach in terms of ‘systematic combining’, 
where framework, data collection and analysis evolve simultaneously. They suggest that 
in abductive studies, there is a very close connection between the choice and 
development of a theoretical model, basic research design, research issues, 
methodological issues, and analysis and interpretation. The intertwined nature of theory 
formulation and information gathering has been supported by others (e.g. Yin 1994; 
Bryman 1988).  
 
In the abductive approach the original framework is modified, based on the empirical 
findings. This is considered as a major difference compared with pure inductive or 
deductive studies (Dubois and Gadde 1999). In the current study, I first aim to build a 
tentative framework19 that is consecutively modified based on the empirical material from 
the final case studies. For instance, after identifying value-creating factors and selection 
criteria in the existing service and relationship marketing, and professional services 
literature (Chapter 3), I build a tentative analysis framework by grouping the identified 
criteria into analysis categories (Chapter 3). The tentative framework is consequently 
extended and modified based on empirical evidence (Chapters 4 and 5). Furthermore, the 

                                                 
18 Section 2.3 explains how the structure of the abductive research reports does not often support the 
abductive approach. The report is presented according to more deductive approach, where theory is 
presented first and final empirical results later.  
19 The tentative framework is inspired by both deductive and inductive components, even if the structure of 
the report may emphasize the deductive parts. 
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importance of the service delivery process is identified in the early phases, and hence 
more focus is devoted to the process aspects in the following phases. 
 
The research approach for developing a framework for understanding monetary value 
creation in professional service assignments from a customer perspective consists of 
interlinked parts of inductive and deductive components. The ‘systematic combining’ 
(Dubois and Gadde 1999, 2001) where framework, data collection and analysis evolve 
simultaneously is therefore the basis for reaching the purpose of this study. The specific 
components of the research process will be described in the next section that focuses on 
the research process. 

2.2 Research process  
 
In scientific theory the statement is made that no understanding is developed and made 
without pre-understanding, and this hermeneutic circle has also been called the 
hermeneutic spiral (Ödman 1979 in Gummesson 2000:71), which more correctly 
illustrates the iteration between pre-understanding and understanding.  
 
The research process of this study consisted of the following phases: 

1) personal experiences of buying/consuming and selling/providing professional 
services – Pre-understanding 1 

2) broad literature review (11/1999 – 05/2000) – Pre-understanding 1 
3) interviews with practitioners (11/1999 – 07/2000) – Pre-understanding 1 � 

Understanding 1 
4) more focused literature review (08/2000 –  02/2001 ) – Pre-understanding 2 
5) model building (03/2001 – 09/2001) – Understanding 2 
6) pre-studies with practitioners (08/2001 – 09/2001) – Pre-understanding 3 
7) refining the model and building a first tentative framework -Licentiate thesis 

(09/2001 – 08/2002) – Understanding 3 
8) more focused research area (monetary value creation from a customer 

perspective) and second tentative framework building as well as selecting 
methods for further framework building. Two pilot studies (08/2002 – 10/2002) – 
Pre-understanding  4 

9) data-gathering for final case studies (11/2002 – 09/2003  ) – Pre-understanding 4 
10) analyzing the results (11/2002 –11/2003) – Understanding 4 
11) evaluation (09/2003 –12/2003) – Pre-understanding 5 

 
In the following paragraphs, I discuss the research process by using the hermeneutic 
spiral framework. The stages of the research process and their intertwined nature between 
empirical and theoretical worlds are additionally presented in Figure 4. 
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Figure 4 Research process 

 
I based my first level of pre-understanding on my existing knowledge concerning 
research made in the service marketing and the relationship marketing fields. This 
knowledge base has been built during advanced studies in the Master of Science program 
and in doctoral courses. Furthermore, I reflected the value-creation phenomenon through 
managerial glasses by having personal experience in both buying and selling professional 
services. The buyer’s/customer’s perspective has been developed while working in 
managerial positions in a service industry, and buying both recruiting and advertising 
agency services. The seller’s/service provider’s perspective has been developed while 
working in management consulting, both selling and providing consulting services.  
 
This first level pre-understanding helped me to start to focus on relevant literature and 
look for additional insights by interviewing both customers and providers of professional 
services. The first level of understanding developed through literature and interviews in 
the investment banking industry. The purpose of the interviews was to clarify issues that 
were unclear for me based on the literature and my own experience, as well as to leverage 
specific knowledge concerning the professional service field, where I did not have any 
practical experience. For instance, I had personal experience related to advertising 
agencies, recruiting agencies and management consulting, but not related to investment 
banking. At this stage four interviews were conducted. The interviewees were: a provider 
of corporate finance services (investment bank), a customer of corporate finance services 
(insurance company), a provider of equity research services (investment bank), a 
customer of equity research services (pension fund). 
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The second level of pre-understanding developed during and as a result of the literature 
review and the first interviews; then I was able to go back to the literature and narrow my 
focus area. The second level of understanding developed as a result of the previous 
phases and I was able to develop the first draft model. The third level of pre-
understanding developed while doing pre-studies with practitioners. This discussion 
round with practitioners included customers/buyers and providers/sellers of engineering 
services, management consulting services, advertising and media services, legal services, 
and investment banking services. At this stage eight interviews were conducted. By using 
the information and comments gathered during these discussions the third level of 
understanding was developed, and I was able to refine the first tentative model that 
resulted in the Licentiate thesis. 
 
My fourth level of pre-understanding developed when analyzing the strengths and 
weaknesses of the Licentiate thesis. I was able to define a more focused research area 
(monetary value creation from a customer perspective) and select methods for further 
framework development. At this stage it became evident that to develop understanding 
from a customer perspective, the focus should lie in empirical evidence from service 
buyers/customers, and so service providers/sellers were not interviewed in the final 
phase. 
 
My fourth level of pre-understanding developed further during the data-gathering stage of 
final case studies. Two pilot interviews were conducted to refine the semi-structured 
interview guide. The process of gathering the data related to the final case studies 
improved my understanding further. First, ten case studies were conducted. After 
analyzing the case study results, I found that not all of them qualified for a deeper 
monetary analysis. Hence, three case companies – with the most potential for enhancing 
an understanding of monetary value creation from a customer perspective – were selected 
for detailed final analysis. My understanding of the value creation phenomenon had 
reached a level that enabled me to modify the tentative theoretical model that had served 
as a basis for the case studies. When evaluating the research process and the results I 
understood that there is more to be studied related to the phenomenon and the fifth level 
of pre-understanding was achieved. 

2.3 Structure of the report  
 
Dubois and Gadde (1999) argue that writing the research report based on abductive 
approach may be problematic. They continue that the common way of structuring the 
report reflects the deductive approach, where the theoretical framework is presented in 
the beginning of the report and the empirical results later. The challenges of the abductive 
approach rise when the researcher tries to reflect the intertwined nature of its theoretical 
and empirical components, and the modification of the original framework after final 
fieldwork. 
 
The decision about how to structure this report was challenging because of the parallel 
streams of theory building from literature and empirical evidence. However, it was 
evident that the emphasis of the first observations, discussions and interviews with 
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practitioners were conducted to guide the author to find relevant literature and theoretical 
knowledge and to look for gaps in the existing theory, rather than to analyze the 
phenomenon solely based on the gathered empirical material as in most inductive studies. 
The first interviews and discussions raised theoretical concepts and guided my way 
towards deductive components in the existing literature.  In contrast, the latter part, final 
case studies and the associated pre-studies accentuated the importance of broadening the 
perspective and deepening the understanding of the phenomenon based on empirical 
evidence. The framework that was used at the outset of the final case studies was 
successively modified after analyzing the empirical material. Hence, even if both 
empirical and theoretical components of the research were present throughout the 
process, the emphasis varied and the decision was made to structure the report according 
to the following stages: literature overview, tentative theoretical framework, case study 
descriptions, and final framework.20     
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
20 The decision was additionally based on a clearer structure that would allow the reader to follow the most 
important parts of the research process. 
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Figure 5 Structure of the report 

 
Figure 5 illustrates the structure of this research report and how the empirical and 
theoretical phases have an effect on different chapters of this report. After the 
Introduction in Chapter 1 and Research Strategy in Chapter 2, Chapter 3 lays the 
theoretical base for the study and identifies research gaps. The input that helped me to 
focus on relevant theory for this chapter is based on observations, numerous unstructured 
discussions, and four preliminary interviews with experts. I will suggest that the literature 
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within the fields of service and relationship marketing is relevant because this literature 
has defined many concepts that may be used in identifying value-creating factors from a 
customer perspective (e.g. Zeithaml 1988; Parasuraman, Zeithaml and Berry 1988, 1994; 
Bolton and Drew 1991; Liljander and Strandvik 1995; Grönroos 1982, 1992, 1994, 1997, 
1998, 2000; Ravald and Grönroos 1996; Rust, Zeithaml and Lemon 2000).21 The 
identified theoretical gaps helped me to develop the tentative value framework. Chapter 3 
aims to answer  research questions 1, 2 and 3:  
 
1) What kind of value concepts may be identified in the current service and relationship 
marketing literature? 
2) What kind of selection criteria can be identified in the existing professional service 
literature? 
3) How can these value concepts and criteria be categorized and analyzed in order to 
understand their value potential? 
 
Before starting the final case study work and discussion of case study methodology in 
Chapter 4, the original framework and its value factors were discussed with eight 
practitioners, and a refined tentative framework was achieved. Additionally, the 
importance of the differences between selection criteria, perceived value factors, and 
measurable financial value were crystallized. The methods for capturing these differences 
were evaluated, and the importance of the different sets (selection criteria, perceived 
value factors, and measurable financial value) of data for this study’s purpose was 
evaluated. Two pilot case studies were conducted, some refinements were made to the 
data-gathering procedures and, decisively, the final case studies were conducted.  Deeper 
insights of the phenomenon were gained during the fieldwork and data analysis phase. 
 
Hence, Chapter 4 aims to process Research question 4: What kind of improved insights – 
associated with selection criteria, perceived value and financial value – can be achieved 
by analyzing empirical data with the value framework logic? 
 
Finally, the original framework is modified in Chapter 5, and it aims to answer Research 
question 5: How could the customer company benefit from the improved understanding 
of its own financial value creation? 
 
Evaluation of the overall study is presented as part of the summary and conclusions in 
Chapter 6.    

                                                 
21 As described in Section 1.5, the customer perspective in a consumer setting lays a foundation for 
understanding perceived value, and for understanding how monetary value creation differs from perceived 
value. 
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3 VALUE CREATION AND SELECTION CRITERIA IN THE 
LITERATURE 

This study aims to increase the understanding of value creation from a customer 
perspective. The focus is on monetary value creation. In order to reach its purpose, an 
understanding of supporting areas in the existing literature are needed. These areas 
include perceived service value from a customer perspective, and perceived and monetary 
selection criteria concerning the selection of a service provider (see Table 1 in Chapter 1).  
 
This chapter is necessary for explaining existing concepts of value creation from a 
customer perspective. Many marketing studies focus on seller’s/service provider’s 
perspective, and how the value is created to the service provider. Since this study focuses 
on a customer perspective, the emphasis lies on the customer’s viewpoint i.e. how the 
value is created to the customer. In other words, this chapter focuses on the customer as 
an ‘object’ or ‘receiver’ of value creation (see Table 10 in Section 1.6 as an illustrative 
example).  However, as stated in Chapter 1 (Section 1.1), a customer perspective may 
gain insights from the service provider perspective when it comes to understanding 
monetary value. Hence, a summary of monetary value creation themes in the service 
provider perspective is provided in Appendix 5. 
 
This chapter describes theoretical concepts related to value. However, as illustrated in 
Figure 5 in Section 2.3, both inductive22 and deductive components of the abductive 
research approach have had an effect on the chapter development. 
 
The purpose of this chapter is to answer research questions 1, 2 and 3: 
 
1) What kind of value concepts may be identified in the current service and relationship 
marketing literature? 
Aim served: pre-understanding 
 
2) What kind of selection criteria can be identified in the existing professional service 
literature? 
Aim served: pre-understanding 
 
3) How can these value concepts and criteria be categorized and analyzed in order to 
understand their value potential? 
Aim served: building a tentative framework 
 
The chapter starts (Section 3.1) with a description of the most common concepts related 
to customer perceived value, namely sacrifices, benefits and a closely linked concept, 
perceived quality. I will discuss specific factors affecting benefits and sacrifices, 
customer equity and the concept of relationship value, and introduce some factors related 

                                                 
22 Inductive components – early discussions and interviews with practitioners – indicated that customers 
may use perceived value rather than monetary value factors when evaluating value creation – even in 
business-to-business context. Hence, an overview of theoretical perceived value seems appropriate.  
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to risk. Thereafter, I will continue with a description of selection criteria identified in the 
professional service literature (Section 3.2). The identified concepts and criteria will be 
used to build a tentative framework (Section 3.3). The framework will be consecutively 
used as the basis for empirical data analysis in Chapter 4.  

3.1 Customer perceived value 
 
This section describes the main concepts and factors in the area of customer perceived 
value i.e. the value perception from a customer perspective23. The discussion is extended 
into relationship value. The section is mainly based on existing literature in service 
marketing and relationship marketing. Some aspects are added from the professional 
services literature. 

3.1.1 Main concepts of customer perceived value 
 
Marketing literature has often conceptualized customer perceived value through the 
concepts of benefits and sacrifices. One of the most frequently referred benefits and a 
closely linked factor of the customer perceived value is perceived quality. It has been 
suggested that perceived quality has a strong impact on perceived value. For instance, 
Zeithaml (1988) models and illustrates the relationship between price, quality, and value, 
claiming that the concepts of quality and value are sometimes used interchangeably. In 
addition to the analysis of separate concepts of perceived quality and value, Zeithaml 
(1988) builds a hierarchical framework, where perceived quality is pointed out to be one 
of the higher level attributes that have a direct impact on perceived value. In contrast, for 
instance, price is suggested to be one of the lower level attributes that have an indirect 
impact on perceived value. A positive consequence of Zeithaml’s (1988) study is the 
hierarchical conceptualization and distinction between lower level attributes (e.g. 
objective price), perceptions of lower level attributes (e.g. perceived price and sacrifice), 
and higher level attributes (e.g. perceived quality and perceived value). The author 
conceptualizes perceived value in terms of low price, benefits received (which can be 
aligned with finance and economics literature’s utility), quality in relation to price, and a 
ratio of attributes weighed by their evaluation and divided by price weighed by its 
evaluation. 

Both perceived quality and perceived value are considered as higher level attributes. 
However, according to the study, value differs from quality in two ways: first, value is 
more individualistic and personal than quality, and is therefore even a higher level 
concept than quality; second, value (unlike quality) involves a trade-off of give and get 
components. Moreover, perceived value and its components are claimed to be individual-
specific. 
 

                                                 
23 As discussed in Section 1.6, the majority of the perceived value literature sees a service provider/seller as 
a subject of a customer’s value creation and, hence, sees the customer as an object and ‘value receiver’. The 
customer builds a perception of the value ‘received’ during a transaction or a service delivery process, and 
this perception is called ‘Customer perceived value’ 
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For the purposes of this study, both valuable components and some shortcomings can be 
identified. Although the study (Zeithaml 1988) focuses on the consumers’ perceived 
quality and the perceived value of product purchases, the ideas are also useful in the 
service context and may not have to be limited to products. Furthermore, the study offers 
several possible value factors (i.e. attributes in Zeithaml 1988) for additional value 
analysis that will be developed further in this study.24  
 
Additionally, as stated earlier, the use of utility theory is useful in a consumer context, 
where microeconomic studies model the behavior of an individual decision maker. 
However, in the context of business services (business customers), where businesses are 
assumed to attempt to maximize monetary profits over time, money may be a more 
relevant measure of value. For the purposes of this study, it is assumed that perceived 
value and financial value are clearly separate concepts, and no attempt for finding a 
causal connection between the two is made.   
 
Several other studies of customer perceived value have also referred to benefits and 
sacrifices. Some of them rely on the utility theory; others contribute to a deeper 
understanding of factors affecting customer perceived value. For example, in the service 
marketing research, Monroe (1990) defines service value as the quota of perceived 
benefits and perceived sacrifices (see Equation 1). The benefits and sacrifices are 
comparable to the financial theory’s utility and disutility perspective in the same manner 
that can be seen in Zeithaml’s (1988) comparisons.  
 

Customer perceived value  (CPV) = 
e  sacrificPerceived

benefits Perceived
 

Equation 1 Customer perceived value by Monroe25 

 
In addition to ‘utility’, ‘quality’ and related ‘sacrifices’, there are other terms which are 
revisited in the service marketing research. Bolton and Drew (1991) model service 
quality, and define ‘service quality’, ‘sacrifices’ and ‘customer characteristics’ as 
components affecting service value. Furthermore, Liljander and Strandvik (1995) define 
‘service quality’ and ‘service quality compared to sacrifices’ as factors of value 
perception. 

3.1.2 Identifying factors related to value concepts from a customer perspective 
 
Since three concepts – sacrifices, benefits and perceived quality – seem to reoccur in  
marketing studies related to customer perceived value (and value creation from a 
customer perspective), and since the most valuable contribution of the earlier studies was 
determined to be the individual attributes or factors related to value, this section 
concentrates on identifying specific factors related to these concepts. The section starts by 

                                                 
24 The concept of  ‘value factor’ will be used in the monetary value analysis. 
25 Monroe (1990) 
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discussing factors related to sacrifices and continues with factors related to benefits and 
perceived quality. 

3.1.2.1 Sacrifices 
 
Within marketing studies, sacrifices have usually referred to the sacrifices that the 
customer needs to make in order to receive some benefits. The high level classification 
includes the division of sacrifices into monetary and non-monetary sacrifices.  
 
Price or monetary sacrifice (Zeithaml 1988; Parasuraman, Zeithaml and Berry 1988 and 
1994; Monroe 1990; Claycomb and Franckwick 1997) may be one of the most logical 
factors that affect value. For instance, monetary price is described as consisting of cash 
outlay, minus discounts, plus financial costs of possible credit (Claycomb and Frankwick 
1997:5), and is therefore clearly quantifiable. Likewise, it is easy to compare different 
prices or monetary sacrifices. Rust, Zeithaml and Lemon (2000) define price as a driver 
in a customer’s Value equity. In their context the price represent a sacrifice, whereas 
quality and convenience represent benefits from a customer perspective.26  
 
In addition to the initial cash outlay, there may be other costs associated with a purchase. 
These costs may be referred to as indirect costs (Grönroos 1992), and may include, for 
example, costs associated with delayed delivery of a product or service. Even if the costs 
associated with the purchase may be measurable, it may not be easy to determine the 
actual value received for the price paid (sometimes referred as the ‘value for money’). 
Perceived other (or non-monetary) sacrifices (Zeithaml 1988; Parasuraman, Zeithaml and 
Berry 1988 and 1994; Liljander and Strandvik 1995; Monroe 1990) may be more difficult 
to quantify, and consequently, may be treated as perceptions of sacrifices.  
 
Previous studies provide several examples of other non-monetary sacrifices. For instance, 
psychological or physic costs (Grönroos 1992; Grönroos 1998; Bender 1970; Claycomb 
and Franckwick 1997; Dwyer, Schur and Oh 1987), time (Parasuraman, Zeithaml and 
Berry 1988 and 1994; Hansen, Nohria and Tierney 1999), energy (Parasuraman, Zeithaml 
and Berry 1988 and 1994), and effort or search effort  (Parasuraman, Zeithaml and Berry 
1988 and 1994; Becker 1965; Downs 1961; Stigler 1961; Bunn 1993; Webster 1965; 
Claycomb and Franckwick 1997) have been used as examples of sacrifices that are not 
directly measurable in monetary terms, and so may be considered as perceived sacrifices 
and components of perceived value. Physic costs may include interaction-related costs, 
such as bilateral communication, bargaining and negotiation (Bender 1970; Claycomb 
and Frankwick 1997) or conflict, frustration, and anxiety (Bender 1970; Dwyer, Schur 
and Oh 1987).  
 

                                                 
26 For the purposes of this study, Customer equity literature provides a partial basis for understanding 
customer perceived value. Section 3.1.3 describes Customer equity concept in more detail. In this setting, 
Customer’s Value equity is comparable with perceived value. 
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Similarly, search efforts,27 time, and energy relate to purchasing process, and may, for 
instance, in a manufacturing context, include site visits, price of information, and quality 
standards (Claycomb and Frankwick 1997). The logic of physic costs is comparable with 
Grönroos’ (1992) definition of psychological costs, which are also associated with 
negative effects on perceived value.  On the other hand, theoretically, the physic costs can 
also be positive. Claycomb and Frankwick (1997:7) refer to physic costs when describing 
status and prestige associated with a purchase.28 Similarly, status and prestige can be 
viewed as forms of reference and image or brand value, and they can be associated with 
perceived value generation instead of value reduction. 
 
Although, not implicitly stated in any of the above studies, it may be observed from the 
before-mentioned sacrifice factors that they relate to the purchase process or transaction 
either in the beginning (e.g. search efforts, negotiation), during (e.g. transaction time, 
energy used), or in the end (e.g. price paid) of the transaction process29. This study 
suggests that in the professional services context, the service process (or assignment 
process) -related factors are increasingly important due to a specific assignment process’ 
longer time perspective compared to traditional consumer services. For instance, in a 
consumer context a restaurant visit (episode) may last a couple of hours, and a bank visit 
some minutes or an hour. In contrast, a professional service delivery process (e.g. 
consulting assignment) usually takes days, weeks, or months to be completed. Hence, this 
study assumes that instead of having time analyzed only as a perceived sacrifice – as in 
the consumer context studies – it may be analyzed in more detail in a business-to-
business context to reach an understanding of monetary time effects. In effect, in Chapter 
4 and 5, time is assumed to be one of the key components in measuring easiness30 in 
monetary terms 
 
By comparing different types of sacrifices, it appears that monetary sacrifices, such as 
price paid, can be determined in measurable cash flow terms immediately, and therefore 
have a direct and short-term impact on value. On the other hand, search efforts, time, and 
energy may not always be easily quantifiable, and they may therefore have an indirect 
effect on value. Although, the time factor of search efforts can be expressed in monetary 
terms (for example, by multiplying the hourly salary of the person involved in search 
efforts by the hours used in search efforts), the positive physic costs, such as status and 
prestige, may be primarily associated with some other type of measurement than with 
process-related aspects (that may be converted to monetary measures as later in this 
study). Thus, the assumption that perceived value and monetary value are separate 
concepts is further supported. 
 

                                                 
27 Search effort can be divided into the economic trade off between time and money (Becker 1965; Downs 
1961; Stigler 1961), amount of time and financial resources available (Becker 1965; Stigler 1961), and the 
value attributed to the various actions necessary for collecting information on alternatives (Bunn 1993; 
Webster 1965) 
28 Status and prestige were originally introduced by Gabor and Granger (1961) 
29 It should be noted that the factors mentioned in parentheses are illustrative examples only. For instance, 
price may be paid in the beginning of or during a transaction. 
30 In Chapter 1, it was stated that ‘easiness’ was one non-measurable factor that was stated to have an 
inspirational effect at the outset of this study. 
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For the most part, the factors described in the previous paragraphs are related to sacrifices 
and have a value- decreasing impact. However, by reversing the sacrifices (e.g. reducing 
the amount of sacrifice) the impact may be positive and may be translated into benefit. 
Relationship marketing literature has identified monetary factors that are value creating, 
i.e. benefits in the literature, examples include cost reduction (Wilson and Jantrania 1996) 
and decreased relationship costs31 (Grönroos 1998). Relationship costs have a short-term 
notion when compared to relationship specific investments (Claycomb and Franckwick 
1997). Claycomb and Frankwick (1997) refer to Williamson’s (1985, 1988) transaction 
costs, or the costs of maintaining inter-firm relationships. Relationship specific 
investments may be measured in monetary terms. However in real business life, such 
investments are usually translated into short-term costs, and the positive long-term effect 
of the investments may be ignored.  
 
Claycomb and Frankwick’s definition of relationship specific investments and buyers’ 
perceived costs summarizes conveniently the factors discussed above. The tangible 
(monetary) part of the costs defined by Claycomb and Frankwick include monetary price 
and relationship specific investments (e.g. product-specific training, inventory 
requirements, and supplier training), and search effort (Claycomb and Frankwick 1997:4-
7). 

3.1.2.2 Benefits and perceived quality 
 
The factors previously referenced are predominantly concerned with costs and sacrifices, 
and often with negative consequences in a value creation process (excluding, for instance, 
cost reduction, which has a positive effect). There have not been many references 
concerning the positive effects on the customer’s revenue (see however, Storbacka 1994; 
Normann and Ramirez 1994). Even if the financial value creation from a customer 
perspective is most clearly associated with negative cash flows, such as price or fee paid, 
there may be additional immediate positive effects on the customer’s cash flow. For 
instance, in a professional services context when a corporate finance company helps a 
customer company in an initial public offering (IPO), the customer company will, 
naturally, have a negative cash flow in the form of the fee paid for the corporate finance 
service. However, the positive cash flow received from the IPO may be several times 
higher and may be associated with the competence of the service provider. A choice of 

                                                 
31 The logic of relationship costs has also been used in the agency theory of economics, which could be 
compared with professional services relationships. For instance, Jensen and Meckling (1976) define agency 
costs which arise, for instance, when principals control and monitor agents whose outcome goal may differ 
from that of the principal’s. Even if the principal-agent theory is often used in the relation between the 
Board of a company (principal) and the CEO of a company (agent), the same logic may be used in the 
analysis of the relationship between a customer (principal) and professional service company (agent). Fama 
and Jensen (1983) describe professional partnerships from the agency theory perspective. They discuss the 
role of monitoring and controlling  in professional partnerships such as law, public accounting, medicine, 
and business consulting. They claim that these activities are restricted to professional agents who monitor 
each other’s actions and consult with each other to improve the quality of services provided to customers. 
Furthermore, they state that such mutual monitoring and consulting are attractive to the professional agents 
in service activities where responsibility of variation in the quality is easily assigned, and the value of 
professional human capital is sensitive to performance (Fama and Jensen 1983). 



 38

the service provider may therefore have a positive effect not only on the costs and 
sacrifices, but also on the revenue. Moreover, for instance, the financing options provided 
by a service provider can be associated with increased value to the customer in 
connection with monetary price. 
 
Increased future revenues from a customer perspective have not been widely discussed 
within the marketing paradigm. One possible reason is that the current costs associated 
with a product or a service purchase are easier to measure than more uncertain future cash 
flows. Moreover, in the business-to-consumer context of the existing literature, the value 
analysis of financial benefits in the service provider’s/seller’s perspective may be based 
on the willingness to measure sales and marketing inputs compared to outputs (i.e. what 
the marketer got). On the other hand, this kind of need may not be valid from a consumer 
customer perspective, and so the existing literature has focused on psychological models 
when studying customer perspective. On the other hand, in a business-to-business 
relationship, or especially in professional services (as described in the previous 
paragraph), a specific seller or service provider may have an impact on a customer’s 
future revenue streams, and the customer company may also have a motivation to analyze 
financial impacts from its own perspective. 
 
Both short-term and long-term revenues and costs can be summarized in an analysis of 
cash flows. A customer’s increased future cash flows can emerge in the form of cost 
savings or revenue increases, the basis of which can be associated with the customer 
company’s more effective internal processes in the future or e.g. additional revenue 
generation from existing or new end customers. This may result from the historical 
service process or assignment provided by a professional service company. In a long-term 
continuous relationship, the relationship costs associated, for instance, with a search 
process can be expected to diminish with time, and thus increase net cash flows over 
time.  
 
More effective processes may also be based on the customer’s learning32 during a service 
delivery. For instance, if the customer company chooses to work with a specific service 
provider because of the service provider’s deep expertise in some area, the customer 
company will most likely learn from the service provider during an assignment. The 
customer may then in the future use the new skills by performing the activity 
independently without the service provider’s help. In other words, both the service 
provider and the customer company can be assumed to enhance competencies and 
learning value through interacting in a service assignment. This aspect is especially true 
in the case of professional services, such as management consulting. Each project that 
involves co-operation with a specialist may enhance the competencies of the individuals 
in the company that is buying the service. Learning may be associated with increased 
competencies which may create value in the future, or the learning may be associated 

                                                 
32 It is acknowledged that there is a wide literature concerning learning that would warrant a separate 
report. However, in this study learning aspects are only one factor among others and not in a central role. 
Therefore, the literature is not emphasized here. Learning aspects will be handled at a general level in 
connection with selection criteria. 
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with process-related factors, and then the value is associated with more effective service 
delivery process.   
 
In addition to increased future cash flows, other positive factors may be associated with 
the service process that is an increasingly important concept in the service marketing 
area. For instance, as mentioned in the previous section, quality and perceived quality 
have been defined as value-creating factors in many academic studies (Parasuraman, 
Zeithaml and Berry 1988 and 1994; Zeithaml 1988; Bolton and Drew 1991; Liljander and 
Strandvik 1995; Grönroos 1998; Woodside, Wilson and Milner 1992; Sarvary 1999), 
which argue that perceived quality has a direct impact on value perception, and that the 
terms are sometimes overlapping. Likewise, in the professional services literature, 
Gummesson (1977, 1978) uses the terms ‘value’ and ‘quality’ as substitutes or, at least, 
he does not distinguish the two. He states that the quality of professional services is a 
subjective measure. Furthermore, he admits that it is occasionally possible to specify the 
effects, for example, on the customer’s profitability, by assessing revenue increase, cost 
reduction, or capital reduction. However, it is difficult to determine whether another 
professional service company would have done a better or worse job (Gummesson 1981). 
Additionally, tracking the causality between the initial assignment and the improvements 
that may create value in a longer term may be difficult. 
 
There are several sub-factors mentioned in the literature which, in turn, are thought to 
have an effect on quality and, thus, indirectly on value. Examples of such factors are: 
tangibles or tangible factors (Parasuraman, Zeithaml and Berry 1988 and 1994), such as 
product quality, service provider’s reliability (Parasuraman, Zeithaml and Berry 1988 
and 1994), service provider’s responsiveness or quick response time (Parasuraman, 
Zeithaml and Berry 1988; Parasuraman, Zeithaml and Berry 1994; Woodside, Wilson and 
Milner 1992; Sarvary 1999; Maister 1993), assurance, and empathy (Parasuraman, 
Zeithaml and Berry 1988, 1994).  
 
Examples of other factors that may be associated with a service delivery (Patterson and 
Spreng 1997), or in service marketing terms expressed with a specific service delivery 
process33 are accuracy, flexibility, efficiency (Grönroos 1992) and overall perceived 
performance of the service provider (Patterson and Spreng 1997). The factors that are 
related to service delivery and are associated with value creation may be, for instance: 
methodology used, problem identification, solution or outcome (Patterson and Spreng 
1997). As a comparison, goals and goal compatibility (Wilson and Jantrania 1996) are 
mentioned as value-creating factors in business relationships. 

3.1.3 Customer equity and perceived value  
 
Customer equity literature (Blattberg et al. 2001; Rust, Zeithaml and Lemon 2000; Rust; 
Lemon and Zeithaml 2000) has focused on a seller’s or a service provider’s monetary 
value creation. However, Rust, Zeithaml and Lemon (2000) in particular, model the 
seller’s value creation partly as a function where the customer perceived value (Value 

                                                 
33 or as episodes or sequences defined by Holmlund (1997) 
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Equity) and brand perception (Brand Equity) components have important roles. Figure 6 
illustrates the customer equity concept: 
 

 

Figure 6 Customer equity 

 
In Figure 6, both value equity and brand equity are components where the customer’s 
perception is in focus. Value equity drivers are quality, price, and convenience. The 
authors claim that quality does not mean the same for everybody and so it is a subjective 
perception. Convenience may refer to location, ease of use, or availability, e.g. 
accessibility by telephone or e-mail. Price may be associated with low pricing, discounts, 
and payment plans. In concurrence with perceived value literature the value equity may 
be maximized by ‘giving more of what customer wants’ or ‘reducing what customer has 
to give up’ (compare with benefits and sacrifices). Time is defined as one of the biggest 
non-monetary costs associated with ‘what the customer has to give up’ (Rust, Zeithaml 
and Lemon 2000:71). This study will show how the time effect in the business-to-
business context may be measured in direct or indirect monetary terms. In effect, the time 
dimension will be combined with the service delivery process dimension which is defined 
in the service marketing literature in perceived terms such as responsiveness, empathy, 
assurance, and tangibles (Zeithaml, Parasuraman, and Berry 1990; Rust, Zeithaml and 
Lemon 2000:76) 
 
Brand equity represents the customer’s subjective and intangible assessment of the brand, 
above and beyond its objectively perceived value (Rust, Zeithaml and Lemon 2000:81). 
Drivers of brand equity are customer brand awareness, customer attitude toward the 
brand, and customer perception of brand ethics. Brand equity relates to the differentiation 
in the mind of customer and is, accordingly, a subjective feeling. The seller/service 
provider company may have an effect on the Brand equity drivers through the media and 
communication messages, environmental record etc. (Rust, Zeithaml and Lemon 2000: 
88), but it is the customer who is the subject in building Brand equity perception. 
 
When the two ‘customer perception’ drivers are combined with Retention equity – which 
is driven by loyalty, special recognition, and affinity programs – where the seller is the 
subject of driving the activities, the model for Customer equity may be built. 

Customer Equity

Value Equity

Brand Equity

Retention Equity

Customer Equity

Value Equity

Brand Equity

Retention Equity
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Even if the main focus of this study is on the customer’s value creation, the customer 
equity concept is relevant in showing how the customer’s value creation can be modeled 
as part of the service provider’s value creation. Figure 6 illustrates that two components 
of the customer equity model – namely value equity and brand equity – have a customer 
as a value ‘receiver’ and evaluator. Hence, the customer equity model suggests that by 
creating value to the customer (in form of value equity and brand equity), the service 
provider may be able to increase its own value creation (defined as customer equity in the 
model).  
 
Even though this study focuses on understanding value creation from a customer 
perspective, and how the customer could benefit from this enhanced understanding, 
Figure 7 (based on the logic of Figure 6) suggests that the service provider may also 
benefit from this enhanced understanding. It should be noted, however, that there may be 
other factors that have impact on the service provider’s value creation, hence, a causal 
link is not suggested as such, but is rather a  possibility that may be further explored.34 
 

 

Figure 7 Customer’s value creation as a possible input to service provider’s value creation 

3.1.4 Relationship value 
 
The studies referenced in previous paragraphs relate to the benefit (e.g. perceived quality) 
and sacrifice (e.g. perceived cost) components of customer perceived value, but they do 
not consider possible distinctions between aspects related to transactions and long-term 
relationships. On the contrary, within the relationship marketing paradigm, Ravald and 
Grönroos (1996) suggest that the relationship itself might have a major effect on the 
perceived value. The article distinguishes between aspects that are associated with the 
relationship level of perceived value and other aspects affecting customer perceived 
value. They also argue that Zeithaml (1988) does not give a reason why consumers may 
have different perceptions of the value of an offering, and that the phenomenon must be 
related to different personal values, needs, and preferences, as well as to the financial 
resources of consumers. Still, the study does not consider any methods to track or 
measure these preferences.   
 
Another aspect that has not been accentuated enough in the studies referred to in previous 
paragraphs is the difference between short-term and long-term impact of value-creating 
factors. In contrast, Grönroos (1998) distinguishes between short-term and long-term 

                                                 
34 This is not in the detail scope of this study. See, however, Section 6.6. 

Possibilities to maximize 
service provider’s value 
creation

Maximize       
customer’s value 
creation     

Possibilities to maximize 
service provider’s value 
creation

Maximize       
customer’s value 
creation     



 42

value, and uses core solution, additional services, price, and relationship costs – as factors 
of benefits and sacrifices – in the modeling of customer perceived value (see Equation 2 
and Equation 3). 

 

Customer perceived value  (CPV) = 
Costs ipRelationshPrice

 ServicesAdditional SolutionCore

+
+

 

Equation 2 Customer perceived value by Grönroos (I)35 

 
 

Customer perceived value (CPV) = Core Value ± Added Value 
 

Equation 3 Customer perceived value by Grönroos (II)36 

 
According to Grönroos, both price in Equation 2 and core value in Equation 3 are short-
term value measures, whereas relationship costs37 are experienced and perceived over 
time as the relationship develops and products or services are used. Although Grönroos’ 
definition takes into account a time perspective, it does not consider the possibility that 
the concepts of core value and added value could be experienced at the same time. In that 
case, the short-term and long-term notions would not play a central role. For instance, the 
core value may be understood as something related to a core product or a core solution, 
which is provided by every seller or service provider. On the other hand, the added value 
(positive or negative) may consist of differentiating factors between sellers or service 
providers. These kinds of factors could include good service, brand name, or length of the 
relationship with the service provider.  
 
One of the possible factors that may affect the added value component of the customer’s 
value creation in the form of either a more effective process or reduced risk is the service 
provider’s ability to create new services or maintain a wide range of offered services. 
This may be compared with innovation and creativity (Maister 1993:4; de Brentani and 
Ragot 1996) and learning and knowledge (Maister 1993:5) development. Services as such 
are mostly intangible, and sometimes customers are not even aware of what they could 
purchase and use if they were offered options. On the other hand, if the service provider 
is perceived as having an innovative and wide range of solutions or a wide network for 
providing the solutions (Patterson and Spreng 1997; Hansen et al. 1999; Blankenburg 
Holm et al. 1999), it may increase value to the customer. Similarly, by investing in 

                                                 
35 Grönroos (1998) 
36 Grönroos (1998) 
37 Grönroos’ definition of relationship costs refers to the incremental costs that arise when a customer 
begins a relationship with a service provider and when the relationship develops, that is the extra costs 
above the price paid. This definition is very useful as it separates the short-term (price) and long-term 
sacrifices (investments in personnel, energy, etc.) The same logic applies for the service provider 
perspective.  It should be noted that, for instance Storbacka (1994) uses the term relationship costs 
differently, by including both short-term (price) and longer term costs in his definition.  
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expertise, experience, and judgment  (Maister 1993:5), the service provider – especially 
in professional services – may reduce the perceived risk, improve assignment process and 
thus create value to the customer. 
 

The problem indicated in the previous paragraphs is associated with the terms ‘core 
value’ and ‘added value’. Their short-term and long-term impact is avoided by studying 
the terms ‘transaction value’ and ‘relationship value’. As implied earlier, the relationship 
component has a significant impact on customer perceived value (Ravald and Grönroos 
1996). Nonetheless, the conceptualization of the distinctive factors concerning transaction 
and relationship aspects of customer perceived value has been vague. Grönroos’ (2004) 
article is the first to suggest that the relationship between the seller or service provider 
and the customer should create additional value to the transaction value (i.e. core service)  
(see Equation 4).  

 
Customer perceived value (CPV) = Transaction Value + Relationship Value 

Equation 4 Customer perceived value by Grönroos (III)38 

 
This logic indicates that the customer may get additional value in a long-term relationship 
when compared to transaction-based purchases. However, the actual measurable impact 
of the relationship compared to the transaction remains to be further studied.  
  
A supplier’s role in the customer’s value creation has been outlined by Normann and 
Ramirez (1994). They accentuate the value perspective by defining ‘offering’ to refer to 
anything of value to a customer that is created through a collection of activities by 
different actors. They expand a narrow concept of offering (product or service) with 
value-creating dimensions such as time saving and time enrichment. In broadened 
offering long-term relationship aspects, for instance support, are also included in the 
analysis. Broadened offering may, hence, be compared with the ‘relationship value’ in 
Equation 4. 

3.1.5 Relationship development and risk reduction 
 
The factors described in the previous paragraphs can be related to a specific service 
process (e.g. service provider’s reliability), and may also be associated with relationship 
development (Patterson and Spreng 1997; Ravald and Grönroos 1996; Woodside, Wilson 
and Milner 1992) over time. In addition to their role as sub-factors of quality in service 
process, they may be thought of as risk-reducing factors in a business relationship. For 
instance, when a service provider’s reliability and responsiveness towards a customer 
increases, the customer may perceive dealing with the service provider as less risky than 
with other service providers. Less risk may mean reduced and more stable costs or 
increased and more stable revenues associated with the relationship or subjective 
perception of security. 

                                                 
38 Grönroos (2004) 
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Relationship marketing literature mentions several factors that may be considered to 
increase in impact as the relationship develops. As Grönroos (2004) suggests, relationship 
itself should provide value in addition to a transaction (or a specific assignment in a 
professional services context). This study suggests that the added value may be based on 
process-related factors, such as less time and effort used in the transaction due to the fact 
that the service provider already knows what the customer wants. Likewise, some of the 
added value may be based on risk-reducing factors such as reliability and trust. For 
instance, openness, sharing of information, honesty, integrity and trust are important 
factors. For example, trust (Ravald and Grönroos 1996; Wilson and Jantrania 1996) may 
be assumed to affect perceived risk, and hence is an important factor when value is 
considered.  Furthermore, knowledge and understanding of the customer’s business and 
ability to listen to and understand the customer’s needs create value to the customer. The 
added value effects may not be instant, but they are possibly converted into tangible cash 
flow value in a later face.  
 
It is assumed that an established relationship between individuals in the service 
provider’s and customer’s organizations has a positive effect on the relationship. In 
contrast, high employee turnover seldom improves the service provider’s image. The 
easiness of interaction and contact is also expected to improve when the parties in the 
interaction process know each other. In other words, the added value factors related to 
process effectiveness and risk aspects are perhaps closely linked with the resources and 
people who provide the service. 
 
Other factors that may affect risk perceptions in a positive way (i.e., reduce risk in a 
relationship from the customer’s perspective) are safety, credibility, and security (Ravald 
and Grönroos 1996). Moreover, continuity and stability (Grönroos 1992) of the 
relationship may reduce perceived risk and, thus, also affect perceived value. Examples 
of risk-related factors in the product or service process context are risk of failure or poor 
performance, as well as perceived operating risk related to the purchase (Monroe 1990; 
Wilson 1995; Claycomb and Franckwick 1997; Jackson 1983; Shapiro and Jackson 
1978). Perceived operating risk is applicable to the extent to which the customer 
perceives adverse consequences of something going wrong and causing difficulties for 
the buying organization (Wilson 1995; Claycomb and Frankwick 1997). Perceived 
operating risk in the manufacturing context increases with the possibility of product 
failures, manufacturing or service interruptions, or inaccurate deliveries from suppliers 
(Jackson 1983; Shapiro and Jackson 1978; Claycomb and Franckwick 1997). 
 
Risk-reducing factors and activities may lead to an increased feeling of security and 
comfort as well as to less risky cash flow estimations before, during, and after the service 
delivery process. It follows from the discussion above that minimizing the risk is not the 
only option; additionally, stabilizing the perceived risk may be positive. For instance, if a 
service provider can offer a way to control the risk for the customer, it may have an effect 
on the risk and, hence, on the total value perception. 
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3.1.6 Summary of value literature in the customer perspective  
 
The marketing literature associated with value creation from a customer perspective has 
predominantly relied on concepts of sacrifices, benefits and perceived quality (e.g. 
Zeithaml 1988; Parasuraman, Zeithaml and Berry 1988; Bolton and Drew 1991; Liljander 
and Strandvik 1995; Grönroos 1998; Woodside, Wilson and Milner 1992; Sarvary 1999; 
Rust, Zeithaml and Lemon 2000) or perceived performance (Patterson and Spreng 1997). 
The concept of customer perceived value has been defined as the quota of perceived 
benefits and perceived sacrifices (Monroe 1990); in terms of a core solution, additional 
services, price and relationship costs (Grönroos 1998); as the sum of core value and 
added value (Grönroos 1998); and as the sum of transaction value and relationship value 
(Grönroos 2004). This study suggests that the previous studies have succeeded well in 
identifying various factors (i.e. value factors) that create value to the customer.  Table 11 
summarizes the factors discussed in the previous sections. 
 

Table 11 Summary of value factors in the customer perspective 

 
VALUE FACTOR LITERATURE REFERENCE 

Price, Monetary Sacrifices Zeithaml (1988); Parasuraman, Zeithaml & Berry (1988, 1994); Monroe (1990); 
Claycomb & Franckwick (1997); Rust, Zeithaml & Lemon (2000)  

Cost reduction, Decreased 
relationship costs 
 

Grönroos (1998); Wilson & Jantrania (1996) 

Reference, Image, Status, Prestige Gabor & Granger (1961); Shapiro (1968); Claycomb & Franckwick (1997) 
 

Relationship investments (time, 
resources etc.) 
 

Wilson & Jantrania (1996); Claycomb & Franckwick (1997) 

Time Parasuraman, Zeithaml & Berry (1988, 1994); Hansen, Nohria & Tierney 
(1999); Rust, Zeithaml & Lemon (2000) 
 

Effort, Search Effort  
 

Parasuraman, Zeithaml & Berry (1988, 1994); Becker (1965); Downs (1961); 
Stigler (1961); Bunn (1993); Webster (1965); Claycomb & Franckwick (1997) 
 

Energy Parasuraman, Zeithaml, Berry (1988, 1994) 
 

Psychological costs, physic costs Grönroos (1992, 1998); Bender (1970); Claycomb & Franckwick (1997); Dwyer, 
Schur & Oh (1987) 
 

Indirect costs Grönroos (1992) 
 

Service provider’s reliability Parasuraman, Zeithaml & Berry (1988, 1994) 
 

Service provider’s responsiveness, 
quick response time 
 

Parasuraman, Zeithaml & Berry (1988, 1994); Woodside, Wilson & Milner 
(1992); Sarvary (1999); Maister (1993) 

Accuracy  
 

Grönroos (1992) 

Flexibility 
 

Grönroos (1992) 

Efficiency 
 

Grönroos (1992) 

Service delivery 
 

Zeithaml, Parasuraman & Berry (1990); Patterson & Spreng (1997); Rust, 
Zeithaml & Lemon (2000) 

Methodology used 
 

Patterson & Spreng (1997) 
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Problem identification 
 

Patterson & Spreng (1997) 

Assurance 
 

Parasuraman, Zeithaml & Berry (1988, 1994) 

Empathy Parasuraman, Zeithaml & Berry (1988, 1994) 
 

Seller’s / Service provider’s 
competence, Core competencies 
 

Patterson & Spreng (1997); Wilson & Jantrania (1996) 

Service provider’s Network (firm & 
personal) 

Patterson & Spreng (1997); Blankenburg Holm, Eriksson & Johanson (1999); 
Hansen Nohria & Tierney (1999) 
 

Service provider’s Innovation, 
creativity 
 

De Bretani & Ragot (1996); Maister (1993) 

Service provider’s knowledge 
strategy 
  

Hansen, Nohria & Tierney (1999); Sarvary (1999) 

Service provider’s expertise, 
knowledge 
 

Maister (1993) 

Service provider’s experience Maister (1993) 
 

Safety 
 

Ravald & Grönroos (1996) 

Credibility 
 

Ravald & Grönroos (1996) 

Security 
 

Ravald & Grönroos (1996) 

Trust 
 

Ravald & Grönroos (1996); Wilson & Jantrania (1996) 

Stability 
 

Grönroos (1992) 

Continuity 
 

Grönroos (1992) 

Goals, Goal compatibility 
 

Wilson & Jantrania (1996) 

Bonds (structural, social, economic 
etc.) 
 

Wilson & Jantrania (1996) 

Brand Rust, Zeithaml & Lemon (2000) 
 

 
It should be noted that the factors listed in Table 11 are related to benefits and sacrifices 
in the perceived value context. However, this study’s focus is on monetary value. It is 
argued that in order to understand the concept of monetary value from a customer 
perspective, an understanding of concepts related to another type of value – namely 
perceived value – is needed. Many of the value factors listed in Table 11 are strictly 
associated with perceived value creation. However, some of the factors (e.g. price, time, 
service delivery) can be used in the monetary value creation context. Furthermore, 
service providers’ competencies, creativity etc. that are here suggested to be associated 
with added (perceived) value have a role in the following chapters, especially in the 
selection phase. Even if all the listed value factors are not going to be used when 
developing monetary value concept, understanding concerning the concept of value 
factor is needed in Chapter 4 and Chapter 5 when the concepts of perceived value and 
monetary value are added up. In addition to the list of possible value factors, this section 
has provided useful concepts that can be further developed in the monetary value context.   

The previous sections related to the customer perspective establish that benefits and 
sacrifices are important aspects of the analysis of customer perceived value. Additionally, 
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previous studies indicate that various factors may have either direct or indirect effects on 
value perception (e.g. on lower and higher level attributes in Zeithaml 1988) and, 
therefore, have a hierarchical structure. Direct and indirect effects may also be expressed 
as a function of time and, thus, short-term and long-term effects are used to illustrate the 
dimension of time. Even if these concepts may not have exactly the same meaning in the 
monetary value context of business-to-business services than in the perceived value 
context of business-to-consumer services, the language is useful in both settings. 

In summary, the outcome of this customer perspective section for reaching the study's 
purpose is: 1) the concept of value factor and list of identified perceived value factors 
(financial/monetary value factors will be identified and developed in Chapter 4 and 5), 2) 
understanding of possible indirect and direct effects (i.e. hierarchical structure) of various 
factors on value, 3) concept of relationship value, i.e. the value of a long-term 
relationship to the customer (Chapters 4 and 5 will analyze if there is additional value 
associated with a long-term relationship when analyzed from a customer perspective39), 
and 4) risk associated with service purchases. These concepts will be developed further in 
the following chapters that extend the discussion to selection criteria and further to 
financial value based on the empirical data gathered for this study.  

3.2 Selection criteria in professional services 
 
The previous sections have focused on existing literature in relationship marketing and 
service marketing literature. This section focuses mainly on the professional services 
literature in order to extend our pre-understanding in the area of selection criteria. 
 
The aim of this section is: first, to identify selection criteria – in the existing professional 
services literature – which are used when selecting a service provider for a specific 
assignment; second, to group the identified criteria in a way that facilitates a deeper 
analysis (build framework). 
 
Sections 3.2.1 and 3.2.2 present selection criteria identified in the existing professional 
services literature. Consequently, they are used as building blocks when constructing a 
theoretical analysis framework in the area. Finally, Section 3.2.3 summarizes and 
concludes findings in the area.  
 
The professional services literature identifies several criteria that customers use to select 
a service provider. This study suggests that the criteria that are used in the selection phase 
differ somewhat if the buyer has worked with one or some of the available service 
providers before compared to a situation where all of the possible service providers are 
unknown to the buyer.  
 

                                                 
39 Many marketing studies have acknowledged that a service provider may get financial benefit from 
having a long-term relationship with a customer. However, the beneficial nature of a long-term relationship 
from a customer perspective has not gained research focus. 
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The following two sub-sections describe selection criteria in the existing professional 
services literature. First, the criteria that relate to unknown service providers are outlined. 
Then, additional aspects concerning selection criteria with a known service provider are 
discussed.  

3.2.1 Selecting a new service provider  
 
When selecting a service provider for an assignment, a buyer has identified a need for 
advice or resources that the buyer company does not currently possess. Consequently, the 
type of problem (Edvardsson 1989), and lack of either knowledge or resources within 
own company usually triggers a buying decision. In a situation where the buyer has not 
worked with the available alternative service providers before, the buyer needs to base 
his/her decision on common knowledge (e.g. known brand name) or references from 
other companies and people, and on the information included in the sales presentations 
and offers from service providers. A sales presentation or an offer usually contains 
information about the resources (e.g. expertise, methodology) that are going to be used in 
the assignment and about price/fees. 
 
The resource descriptions may contain information about specific individuals or firm 
level resources. The statement “Consultant X has five years of experience in the business 
process of re-engineering in the metal industry” would refer to an individual level 
experience and expertise in a specific industry. On the other hand “Our firm has a global 
network of 500 metal industry experts” would present a firm level resource that may be 
used – at least in theory – to provide expertise support during the assignment. 
 

Figure 8 Two levels of resources 

 
Figure 8 describes how the service provider company’s resources may be ‘owned’ by the 
total company level or by individual professionals at the individual level. The company 
may have an ‘aggregate expertise’ in some area or there may be an individual in the 
company who is an expert in a specific area. In both cases, this study refers to them as 
‘Service provider’s resources’. 

Service provider’s
resources

Company level

Individual level

Service provider
company

Service provider’s
resources

Company level

Individual level

Service provider
company
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In many cases buyers need to use their own judgment about the quality and value of the 
resources that a service provider claims to have, and to form their perception of the 
service providers ability to conduct the assignment. Many times this judgment is based on 
the information presented by the service provider. For example a service provider may 
claim to have high level of professional competence (Edvardsson 1989) in the assignment 
area; relevant knowledge and specialist know-how (Edvardsson 1989; Gummesson 1979; 
Wang and Mowen 1997) in the area; and relevant experience (Edvardsson 1989). In some 
cases, industry experience or specific experience in the client’s industry (Dawes, Dowling 
and Patterson 1992) may be perceived as valuable. A service provider may also state it 
has superior or innovative products and services (de Brentani and Ragot 1996), full 
range of services (Dawes, Dowling and Patterson 1992) as well as an international or 
wide contact network (Edvardsson 1989; Dawes, Dowling and Patterson 1992) with 
additional experts or subcontractors. Moreover, a service provider may describe the 
resources related to assignment tools such as: frames of references, methodology or other 
tools and equipment (Edvardsson 1989; Patterson and Spreng 1997) that can be used in 
the assignment. A buyer may also try to rely on others’ opinions about a service 
provider’s resources and ability to conduct an assignment. 
 
Others’ opinions could refer to specific resources or to more general reputation. This can 
be in form of references from previous clients or other service providers’ or consultants’ 
recommendation (Dawes, Dowling and Patterson 1992). Furthermore, general reputation 
and image (Edvardsson 1989; Dawes, Dowling and Patterson 1992), and reputation in a 
specific functional area (Dawes, Dowling and Patterson 1992) may facilitate the selection 
phase. 
 
In addition to or for lack of any other information, a buyer can screen and rank available 
service providers based on company level facts. For example, a buyer of IT software 
consulting may want to limit her choices into service provider companies of a certain 
size, in order to guarantee support also in a later phase if needed. Hence, size of the firm 
(Dawes, Dowling and Patterson 1992) may be a screening criterion.  Moreover, age of the 
firm (Dawes, Dowling and Patterson 1992) may be perceived as valuable, at least to show 
that the company has survived a number of years and may be expected to be around also 
in the future. For another buyer, the location of the firm may be important (Dawes, 
Dowling and Patterson 1992). A near location may provide convenience in terms of local 
language and accessibility. An adequate pool of needed resources in the near location 
may, however, additionally reduce costs accumulating to the buyer. This is based on the 
reason of a frequent responsibility of the buyer for paying the traveling expenses of 
professionals arriving from foreign locations. 
 
Since the buyer often has a possibility to meet representatives of the service provider 
before making his final choice, the buyer’s own perception about personal characters and 
the ‘soft side’ of a team of consultants (Edvardsson 1989) or an individual consultant/ 
professional  (Gummesson 1979; Edvardsson 1989; Dawes, Dowling and Patterson 
1992). Thus, this may impact the selection process. Edvardsson (1989) identifies in this 
respect both co-operative ability and personal chemistry as well as whether the 
professional inspires confidence.  
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Financial factors often have a role in the selection process. For instance price or fee paid 
(Dawes, Dowling and Patterson 1992) is included in this category. A service provider 
may present an offer where the total cost of an assignment is based on a fixed fee (i.e. the 
customer pays a fixed fee regardless of the hours and days required to carry out the 
assignment), or hourly or daily fee when the total cost is based on the time spent in the 
assignments. Even if the offer is based on an hourly or daily fee, the service provider 
often encloses an estimate of the number of days/ hours needed to complete the 
assignment. Additionally, the buyer is often required to pay expenses of professionals 
arriving from foreign locations (e.g. flights, hotels etc.), and other expenses rising from 
the assignment (e.g. plant visits).  
 

 

Figure 9 Categorization of selection criteria  
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Figure 9 categorizes and summarizes the selection criteria mentioned in the literature and 
discussed above into ‘Service provider’s resources’, ‘Personal characters’, ‘Facts’, 
‘Reputation’ and ‘Financial’ categories.  
 
The previous paragraphs have discussed selection criteria mentioned in the existing 
professional services literature. As discussed, this study proposes that the identified 
criteria can be grouped into specific categories.  

3.2.2 Additional aspects when a service provider is known 
 
The previous section suggested that when a buyer does not have experience with a 
service provider from before, the decision to buy an assignment is based on financial 
criteria and knowledge (fact or common knowledge) or perception (own 
perception/judgment or others’ opinions) about the quality and value of the service 
provider’s resources that are used to achieve a favorable outcome. 
 
In addition to the criteria summarized in Figure 9, a buyer who has worked before with a 
specific service provider has much more information to rely on when making a selection. 
Dawes, Dowling and Patterson (1992) distinguish between prior experience with the firm 
and prior experience with the consultant. In this view it may be either the positive or 
negative experience with the total firm or with an individual professional that weights in 
the decision-making process. 
 
The previous section suggested that by considering and analyzing a service provider’s 
resources, the buyer may try to limit the risk of failing in assignment outcome. In the case 
of prior experience, the buyer company has already experienced at least one assignment 
with the service provider, and thus has an actual outcome result to evaluate. Outcome and 
solutions in previous assignments, implementation of the solutions, and result of 
implemented solutions (Patterson and Spreng 1997; Gummesson 1979; Wang and Mowen 
1997) have been mentioned in the literature as selection criteria and, additionally, as 
important from a service provider’s perspective to win repeat business (Patterson and 
Spreng 1997). 
 
The prior experience with a specific service provider also contributes to the knowledge of 
the service delivery process, which can in some cases (e.g. long IT projects) be very long. 
With prior experience, the buyer’s expectations about the service experience, the way the 
service is delivered by contact personnel, or the way of operating an assignment (Wang 
and Mowen 1997; Gummesson 1979; de Brentani and Ragot 1996) have some historical 
basis. The literature differentiates between phases in the service delivery process. 
Especially, the starting phase of an assignment: problem identification (Patterson and 
Spreng 1997), diagnosis and formulation of the problem and goal (Gummesson 1979; 
Turner 1982) have gained focus in the existing professional services literature. 
 
Furthermore, the buyers have a better understanding of learning possibilities, and how 
the service provider supports and facilitates the customer company’s learning and 
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participation (Turner 1982; de Brentani and Ragot 1996) during a service delivery 
process, when they have experienced a service delivery process before.  
 
Moreover, the prior experience deepens the buyer’s understanding of professionals’ 
personal characters, such as, behavior, social competence and possibly pedagogical 
competence (Edvardsson 1989). Additionally, further development and understanding of 
respect, trust and common values (Edvardsson 1989) may facilitate a selection process, 
when the buyer already has worked with a specific service provider. 
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Figure 10 Categorization of selection criteria when buyer has prior experience with service providers 

 
Figure 10 illustrates the categorization of selection criteria when the buyer has prior 
experience with one/some of the available service providers. The categories and criteria 
that are new compared to Figure 9 are presented on the right. Totally new categories 
include Actual prior outcome, Service delivery process and customer learning. 
Furthermore, the Personal characters category includes additional criteria that can be 
used as supplementary information gathered during prior assignments. 

Pedagogical competence, Social 
competence, behavior, Trust 
signals, Values respect

Personal characters

Outcome in previous 
assignments, Solution, 
Implementation of a solution, 
Result of implemented solution

Actual prior outcome

Service delivery process

Service delivery, The way service 
is delivered by contact personnel, 
Way of operating an assignment, 
Diagnosis, Formulation of the 
problem and goal, Service 
experience, Problem identification

Learning

Facilitating customer’s 
learning, Customer 
participation

With prior experience

Professional competence, Product 
superiority and innovativeness, Contact 
network, Relevant  knowledge,  
Specialist know-how, Relevant 
experience, Industry experience, Full 
range of services, Frames of references, 
Methodology, Equipment

Team of consultants/ 
professionals, Individual 
consultant/ professional, Co-
operative ability,  Personal 
chemistry, Inspiring confidence

Service provider’s resources

Personal characters

Selection of 
service provider

company

Price or fee paid

Financial

Facts about service provider
company

Size of the firm, Location of the 
firm, Age of the firm

Service provider’s reputation

General reputation, Reputation in 
a specific   functional area, 
References from previous 
clients, Other consultants’ 
recommendations

Standard

Pedagogical competence, Social 
competence, behavior, Trust 
signals, Values respect

Personal characters

Outcome in previous 
assignments, Solution, 
Implementation of a solution, 
Result of implemented solution

Actual prior outcome

Service delivery process

Service delivery, The way service 
is delivered by contact personnel, 
Way of operating an assignment, 
Diagnosis, Formulation of the 
problem and goal, Service 
experience, Problem identification

Learning

Facilitating customer’s 
learning, Customer 
participation

With prior experience

Professional competence, Product 
superiority and innovativeness, Contact 
network, Relevant  knowledge,  
Specialist know-how, Relevant 
experience, Industry experience, Full 
range of services, Frames of references, 
Methodology, Equipment

Team of consultants/ 
professionals, Individual 
consultant/ professional, Co-
operative ability,  Personal 
chemistry, Inspiring confidence

Service provider’s resources

Personal characters

Selection of 
service provider

company

Price or fee paid

Financial

Facts about service provider
company

Size of the firm, Location of the 
firm, Age of the firm

Service provider’s reputation

General reputation, Reputation in 
a specific   functional area, 
References from previous 
clients, Other consultants’ 
recommendations

Standard

Professional competence, Product 
superiority and innovativeness, Contact 
network, Relevant  knowledge,  
Specialist know-how, Relevant 
experience, Industry experience, Full 
range of services, Frames of references, 
Methodology, Equipment

Team of consultants/ 
professionals, Individual 
consultant/ professional, Co-
operative ability,  Personal 
chemistry, Inspiring confidence

Service provider’s resources

Personal characters

Selection of 
service provider

company

Price or fee paid

Financial

Facts about service provider
company

Size of the firm, Location of the 
firm, Age of the firm

Service provider’s reputation

General reputation, Reputation in 
a specific   functional area, 
References from previous 
clients, Other consultants’ 
recommendations

Standard



 54

3.2.3 Summary of selection criteria 
 
This section has discussed selection criteria related to professional services in the existing 
literature. The criteria, mentioned in Section 3.2.1, are suggested to be relevant in a 
situation when the buyer does not have prior experience with any of the available 
alternative service providers. The study proposes that the identified criteria can be 
grouped into five categories – resources, financial, facts, personal characters, and 
reputation – that serve specific purposes. Table 12 summarizes the identified criteria and 
the developed concepts of this section.  
 

Table 12 Summary of selection criteria – Selecting a new service provider 

 
 
SELECTION CRITERIA (VALUE 
FACTOR) 

 
LITERATURE REFERENCE 

 
CATEGORY 

Price, Total cost Dawes, Dowling & Patterson 
(1992) 

Financial 

Professional competence Edvardsson (1989) Resource/ company & individual levels 
 
(own judgment) 

Product/superiority and innovativeness de Brentani & Ragot (1996)  Resource/ company level 
 
(own judgment) 

Contact network Edvardsson (1989); Dawes, 
Dowling & Patterson (1992) 

Resource/ company 
 
(own judgment) 

Knowledge, relevant knowledge, 
specialist know-how 

Edvardsson (1989); 
Gummesson (1979); Wang & 
Mowen (1997) 

Resource/ company & individual levels  
 
(own judgment) 

Relevant experience Edvardsson (1989) Resource/ company & individual levels  
 
(own judgment) 

Industry experience, experience in 
customer’s industry 

Dawes, Dowling & Patterson 
(1992) 

Resource/ company & individual levels  
 
(own judgment) 

Full range of services Dawes, Dowling & Patterson 
(1992) 

Resource/ company & individual levels  
 
(own judgment) 

Reputation in a specific functional area Dawes, Dowling & Patterson 
(1992) 

Reputation 
 
(others’ opinion) 

References from previous customers Edvardsson (1989); Dawes, 
Dowling & Patterson (1992) 

Reputation 
 
(others’ opinion) 

Other consultants’ recommendations Dawes, Dowling & Patterson 
(1992) 

Reputation 
 
(others’ opinion) 

General reputation (firm), Image Edvardsson (1989); Dawes, 
Dowling & Patterson (1992) 

Reputation 
 
(others’ opinion) 

Size of the firm Dawes, Dowling & Patterson 
(1992) 

Fact 

Location of the firm Dawes, Dowling & Patterson 
(1992) 

Fact 

Age of the firm Dawes, Dowling & Patterson 
(1992) 

Fact 

Frames of references, methodology 
used, equipment 

Edvardsson (1989); Patterson & 
Spreng (1997) 

Resource/ Company 
 
(own judgment) 

Team of consultants Edvardsson (1989) Personal characters 
 
(own perception) 
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Individual consultant/ professional Gummesson (1979); 
Edvardsson (1989); Dawes, 
Dowling, &Patterson (1992) 

Personal characters 
 
(own perception) 

Co-operative ability, personal 
chemistry  

Edvardsson (1989) Personal characters 
 
(own perception) 

Inspiring confidence Edvardsson (1989) Personal characters 
 
(own perception) 

 
Section 3.2.2 discussed additional aspects related to selection criteria when a buyer has 
prior experience with one or some of the available alternative service providers. The 
study suggests that the additional criteria can be grouped into three additional categories 
– actual outcome, service delivery process, and learning. These factors are summarized in 
Table 13. 
 

Table 13 Summary of additional selection criteria when there is prior experience with the service 
provider 

 
SELECTION CRITERIA (VALUE 
FACTOR) 

LITERATURE REFERENCE CATEGORY 

Prior experience with the firm 
 

Dawes, Dowling&  Patterson (1992) General 

Prior experience with the consultant 
 

Dawes, Dowling & Patterson (1992) General 

Outcome of previous assignments, 
Solution, Implementation of a 
solution, result of implemented 
solution 
 

Patterson & Spreng (1997); 
Gummesson (1979); Wang & Mowen 
(1997) 

Actual outcome 
 
(Own knowledge) 

Service delivery, the way service is 
delivered by contact personnel, Way 
of operating an assignment, 
Diagnosis, formulation of the 
problem and goal, service 
experience 
 

Wang & Mowen (1997); Gummesson 
(1979); de Brentani & Ragot (1996) 

Service delivery process 
 
(Own knowledge) 

Problem identification Patterson & Spreng (1997) Service delivery process 
 
(Own knowledge) 

Diagnosis, formulation of the 
problem and goal 

Gummesson (1979); Turner (1982) Service delivery process 
 
(Own knowledge) 

Facilitating customer learning, 
customer participation 

Turner (1982); de Brentani & Ragot 
(1996) 

Learning/ Service delivery process 
 
(Own knowledge) 

Trust signals Edvardsson (1989) Personal characters 
 
(Own knowledge) 

Values, respect Edvardsson (1989) Personal characters 
 
(Own knowledge) 

Pedagogical competence Edvardsson (1989) Personal characters 
 
(Own knowledge) 
 

Social competence, behavior Edvardsson (1989) Personal characters 
 
(Own knowledge) 
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3.3 Conclusions and tentative framework  
 
Section 3.1, related to value literature from a customer perspective, identified, first, three 
main concepts used in the marketing literature: benefits, sacrifices, and perceived quality. 
Second, specific value factors related to these concepts were discussed, and the 
discussion was extended into customer equity literature. Finally, relationship value and 
risk-related factors were stated to be relevant in the value analysis of a customer 
perspective.     

Based on the discussion from a customer perspective, this study suggests that in the 
existing value research within service marketing and relationship marketing, three 
shortcomings can be identified: 

1) The presented ‘value hierarchies’ (e.g. perceived quality is a higher level attribute 
than price, Zeithaml 1988) are often consumer-context specific and may not always 
be logical from a business perspective. Additionally, the hierarchical differentiation 
between direct and indirect or short-term and long-term factors is currently limited.   

2) It seems that the concept of sacrifices in the customer’s value creation relates to 
customer-specific factors, i.e. the customer devotes time, energy and money in a 
service process. In contrast, the concepts of benefits and perceived quality within the 
customer’s value creation are associated with the service provider’s performance. For 
example, the customer may rate the service provider’s performance in terms of 
reliability, responsiveness etc. and, based on that, build quality perception and 
determine whether the perceived benefits are higher than the sacrifices.                                           

However, this division may not be the most useful in the context of professional 
business services. It is unclear who is creating value to the customer (service 
provider, customer or both?), and is the customer perceived value related to the 
monetary value creation of the customer?   

3) The conceptualization of the distinctive factors and the approach of motivating why a 
long-term relationship with a service provider may be more valuable to a customer 
than a short-term (or one-time) transaction has been vague and needs some more 
structured input. 

This study focuses on a customer perspective. However, it is claimed that since the 
customer perspective literature has not accentuated monetary factors, the service provider 
perspective may help to build understanding related to monetary value. A summary of 
service provider perspective is provided in Appendix 5. 
 
This study’s aim relates to monetary value in a business context instead of perceived 
value in a consumer context. I propose that the concepts of direct and indirect value 
creation may also be used in the research area of this study. Direct monetary effects 
would refer to effects that can be directly seen in monetary form (e.g. Invoice from the 
service provider). Indirect monetary effects would refer to a situation where additional 
analysis is needed in order to identify and quantify the monetary value (e.g. own time 
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savings and time freed for more value-creating activities). The direct and indirect value 
effects may also have a time dimension. For example, indirect effects may sometimes be 
seen only in the longer term (e.g. customer learns during an assignment, and the 
following time, is able to perform the assignment without a service provider). Figure 11 
illustrates this concept. 
 

   

Figure 11 Direct and Indirect effects on the customer’s value creation 

 
This study suggests that the monetary value creation potential may differ when a service 
delivery process of a long-term service provider is compared with a service delivery 
process of one-time transactional service provider (i.e. identification of possible 
relationship value). Hence, I propose that selection criteria that are used to choose the 
optimal service provider should gain focus in the further development of the framework 
in order to determine their value-creating/destructing potential40. The tentative analysis 
categories are illustrated in Figure 12. The figure assumes that the selection criteria – 
found in the existing literature – are used to minimize the risk of an unsuccessful outcome 
and to maximize the probability of a successful outcome. A successful outcome could be, 
for instance in a process re-engineering assignment, cost savings in a longer term, or in a 
customer relationship development assignment, more revenue in a longer term. Whereas 
the perceived risk reduction in the consumer context was suggested to be associated with 
the relationship development, this may not always be the case when studying business 
relationships in the professional services context. Hence, the starting point for the risk 
analysis in the following chapters is the assumption that the customer wishes to control 
the risk associated with an assignment outcome, which is the focus in the existing 
professional services literature. 
 
 
 
 
 
 

                                                 
40 This study suggests that if there is beneficial value related to a long-term service provider (when 
analyzed from a customer perspective), this aspect should be taken into account already in the selection 
phase, in order to maximize value to the customer. 
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 Figure 12 Tentative selection criteria categories41 

 
The following chapter studies empirical case data and aims to find out additional aspects 
concerning selection criteria and monetary value in professional services. Figure 11 and 
Figure 12 outline the tentative analysis categories for empirical data.  

                                                 
41 Risk associated with an assignment outcome could also be considered as a sub-factor of ‘Maximize 
value’. In other words, if Discounted Cash Flow -logic is used, the components of value would be Cash 
flows (in and out) which are discounted by using a risk factor.  However, since the risk minimization or 
control seems to be an important target when customers use selection criteria, it is separated from the 
overall goal of maximizing value of the outcome for illustrative purposes. The ‘Assignment outcome’ –box 
could alternatively be decomposed into three factors: Minimize risk, Maximize cash flow in, Minimize cash 
flow out. Alternatively, ‘maximize value’ may be seen in the short term comparable to ‘minimize price 
paid’ i.e. minimize the short-term cash flow out. 
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4. EVALUATING THE TENTATIVE FRAMEWORK THROUGH 
EMPIRICAL DATA 

The previous chapters have discussed and developed a tentative framework for 
understanding value creation from a customer perspective, as well as professional 
services specific issues, such as selection criteria. 
 
According to abductive research logic, the empirical and theoretical research components 
have affected the tentative value framework development. However, the focus of the 
empirical work until this stage has been on facilitating relevant theory identification 
based on existing literature. Conversely, the research process in this chapter accentuates 
the empirical world and aims to deepen the understanding and facilitate the theory 
development based on the empirical evidence.  
 
The aim of this chapter is to contribute to Research questions 4 and 5 presented in 
Chapter 1: 
 
4) What kind of improved insights – associated with selection criteria, perceived value 

and financial value – can be achieved by analyzing empirical data with the value 
framework logic? 

a) Understanding the impact of a long-term service provider in the monetary value creation 
process – (i.e. whether long-term relationship is valuable to the customer?) i.e. deeper 
understanding of value creation potential of professional service processes (long-term vs. 
transactional). 
b) Based on the process analysis, further understanding of the link between selection criteria and 
monetary value creation 

Aim served: Building the framework 
 
5)  How could the customer company benefit from improved understanding of its own 

value creation? 
Aim served: Result analysis  

 
Chapter 3 developed tentative concepts that will be used in this and in the following 
chapter. In order to study research questions 4 and 5, three facilitative and supporting 
empirical research questions have been developed in the conceptual (tentative) 
framework development phase42 of this study. The assumptions of these empirical 
research questions43 (I, II and III) and their links to the original research questions 4 and 5 
are presented in the following list:  
 

                                                 
42 As discussed earlier, the tentative framework development phase consists of a literature overview and 
analysis as well as of interviews with practitioners in order to get into more focused literature references 
and to develop more insight into interviewing practitioners again. 
43 One could argue that the use of empirical research questions does not reflect an abductive research logic, 
but rather a deductive one. The empirical research questions listed here should be viewed as linked with the 
final set of data – the ten case studies described in this chapter – that were gathered in the last inductive 
phase of the inductive part of the study, not with the total research process including several additional 
inductive components. 
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I  Selection criteria may not be based on monetary value. What are they based on? 
(Linked with Research question 4) 

Professional services literature identifies several criteria on which customers base their 
selection of a service provider. This study assumes that customers may not use the 
selection criteria that would be the most valuable to them. For instance, the selection 
criteria seem to be used for the purpose of securing the value of an outcome. However, 
the outcome effects may be difficult to analyze and they may materialize only in a longer 
term. The case studies aim to develop an improved understanding about selection criteria 
and about their role in the value creation and value framework context.  
 
The tentatively assumed link between selection criteria and monetary value in the 
assignment process is that by better understanding selection criteria in the selection 
phase, and the value of the assignment process, the customer may have better possibilities 
to have an impact on the monetary value creation potential of the service delivery 
(assignment) process. In other words, if the assignment process related value factors are 
known already in the selection phase, this information can be incorporated in the 
selection criteria. 
 
II Value is more than a function of price, quality and convenience (i.e. perceived 

value).  
(Linked with Research question 4) 

Traditionally, both consumer marketing (e.g. Zeithaml 1988; Rust, Zeithaml and Lemon 
2000) and business marketing literature (e.g. Anderson and Narus 1999) state that value 
perception from a customer perspective is mostly based on the quota of benefits received 
(quality, convenience) and sacrifices (price). This study assumes that value in a 
professional services context can be analyzed by using additional constructs other than 
perceived value. The focus of this chapter is on monetary value that is associated with the 
assignment process. This type of value has not been studied in the existing literature from 
a customer perspective, and it is assumed to add value in a professional service context. 
 
III There is a difference between perceived value (common in marketing literature) 

and financial value (common in general business context). 
(Linked with Research questions 4 and 5) 

Traditional marketing studies associated with value are mostly concerned with customer 
perceived value. This study assumes that in a professional services context, financial 
value – that is common in general business studies – is more appropriate, and that there is 
a difference between perceived value and financial value factors from a customer 
perspective.  

The expected outcome of the empirical case studies is an improved understanding of the 
value creation phenomenon, and an improved value framework that could be used to 
better understand a customer’s value creation (different factors and possible relationship 
value).  The outcome expectations are, hence, associated with a better understanding of 
the differences and relationships between selection criteria, perceived value factors and 
measurable financial value factors, and with the concept of relationship value. This study 
tries to achieve an improved understanding of the benefits and value of the long-term 
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relationship and short-term transactions to the customer in the professional services 
context. 
A short analysis of the empirical research questions and outcome expectations is 
conducted in the discussion part of the chapter. However, a deeper analysis is developed 
in Chapter 5. 

4.1 Research method – Case study approach 
 
Case studies have been popular in social sciences and, for instance, it seems to be the 
most common method used in industrial network studies (Dubois and Gadde 1999:1). 
They have thus been widely used in business-to-business contexts. Likewise, the case 
study was selected as an appropriate approach for this study to reach a deeper 
understanding of the value creation in professional services.   
 
The case study approach has been defined by various authors. For instance, Yin 
(1994:13) states that “a case study is an empirical inquiry that investigates a 
contemporary phenomenon within its real life context especially when the boundaries 
between phenomenon and context are not clearly evident”. Furthermore, Miles and 
Huberman (1994:25) describe case as a “phenomenon of occurring in a bounded 
context”. Eisenhardt (1989:534) accentuates the understanding, and defines case study as  
“research strategy that focuses on understanding of the dynamics present within single 
settings”.  
 
Dubois and Gadde (1999:5) discuss the suitability of the abductive research approach in 
case studies, and how much of the framework should be developed prior to the fieldwork 
and how specific the research questions should be at the outset of the study. As discussed 
in the research process section in Chapter 2, observations and qualitative expert 
interviews were used in the beginning of this study to formulate more specific research 
questions and a framework before the final cases were selected. 
 
Another feature discussed by Dubois and Gadde (1999) is that some case studies focus on 
processes and others on structures. In this study, the distinction became clear only shortly 
before the fieldwork related to the final case companies started. It became evident that the 
process aspect – in this case the service delivery process – was the most important value-
creating phenomenon to be studied. Consequently, the unit of analysis within the specific 
cases is the service delivery process, i.e. professional service assignment (see Figure 1). It 
should be noted, however, that the process focus of this study is associated with the types 
of business services selected in the case studies. Thus the process focus may not be 
suitable for other types of business-to-business contexts.  
 
Several researchers have pointed out the weaknesses of case studies, and this has been 
noted among the case approach adherents. For instance, Yin (1994) states that the case 
study approach has not always been recognized as a proper scientific method, mainly 
because it provides little basis for scientific generalization. An example is Weick’s (1969) 
argument that case studies are too situation specific and not appropriate for 
generalization, although his argument became less oppressive later (1979).  
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According to Easton (1995) there are three types of weaknesses in case studies or in the 
ways that case studies are interpreted and described. First, some of the case studies are 
simply descriptions of events, and readers are expected to come to their own conclusions. 
Second, some case studies appear to provide solely partial support of theories or 
frameworks. Third, some case studies are based on multiple case studies in a way that 
suggests some level of statistical generalization. This study does not aim to generalize the 
results but rather to develop a deeper understanding of the value phenomenon in 
professional service assignments in local contexts. Furthermore, the study attempts to 
avoid the simple description of events by defining the unit of analysis (one assignment).  

4.1.1 Data gathering before the final case studies  
 
According to the abductive research process, the original framework development was 
guided by the theoretical and empirical world. However, as noted earlier, the empirical 
findings attained in the early phases of this study emphasized and guided my way 
towards relevant literature. This study accentuates qualitative in-depth interviews in all 
the phases of the research: four unstructured in-depth interviews with practitioners were 
conducted between November 1999 and July 2000; eight semi-structured open response 
interviews were conducted with practitioners in August-September 2001; and semi-
structured open response interviews were used in final case studies (November 2002-
September 2003) and related pilot studies (August-October 2002). The Interview guide is 
presented in Appendix 1.  
 
Table 14 summarizes the different sources of data during the entire research process 
(including empirical phases before the final case studies). The qualitative and quantitative 
data during the earlier phases helped to focus on relevant literature but also had a strong 
effect on the selection of cases in final case studies as well as on interview guide 
development.  In addition to the specific purposes of data gathering in earlier phases, the 
selection of these interview subjects was based on ease of access. 
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Table 14 Qualitative data gathered during the research process 

 
When Who Purpose Decisions/Outcome 

Provider of corporate 
finance services 
Customer of corporate 
finance services 
Provider of Equity 
research services 

11/1999 – 07 2000 

Customer of Equity 
research 

Interviews in 
professional services 
that were not familiar to 
the author 

� More focused 
literature overview 

Customer of 
engineering services 
Customer of 
management consulting 
services 
Provider of 
management consulting 
services 
Customer of advertising 
and media services 
Provider of advertising 
and media services 
Customer of legal 
services 
Customer of Investment 
bank services 

08/2001 – 09/2001 

Provider of Investment 
bank services 

To be able to build a 
refined model 

� Refined model 
� Only Customer’s 

perspective 
needed in final 
case studies 

Customer of IT 
consulting services 

08/2002 – 10/2002  

Customer of learning 
and training consulting 
services 

Test the interview guide 
(incl. Both quantitative 
and qualitative 
sections) 

� Refined interview 
guide 

Customer of Advertising 
services 1 
Customer of IT 
consulting services 1 
Customer of Learning 
services/ Training 
consulting 
Customer of Translation 
services 
Customer of Investment 
bank services 
Customer of Advertising 
services 2 
Customer of Portfolio 
management services 
Customer of Advertising 
services 3 
Customer of IT 
consulting services2 

11/2002 – 09/2003 

Customer of Advertising 
services 4 

Gather descriptive data 
related to selection 
criteria, perceived 
value, and monetary 
data. Main focus on 
monetary value 
analysis 

� Data related to 
selection criteria 

� Data related to 
perceived value 

� The two first 
interviews still 
included a 
quantitative 
section that was 
deleted from the 
following 
interviews 

� Three cases 
selected for 
monetary value 
analysis 
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In the beginning of the research process (November 1999-July 2000) four interviews 
were conducted in the areas that were not, at that stage, familiar to me. Both customers 
and service providers in corporate finance and equity research services were interviewed 
in an unstructured way to enhance understanding in the area.  
 
Eight interviews in total were completed in August-September 2001. The respondents 
were selected to represent different kinds of professional services: 1) customer of 
engineering services, 2) customer of management consulting services, 3) service provider 
of management consulting services, 4) customer of advertising and media services, 5) 
service provider of advertising and media services, 6) customer of legal services, 7) 
customer of investment banking services, and 8) service provider of investment banking 
services. The interviews were based on the total set of the theoretical value factors based 
on the literature (Chapter 3), and the purpose was to determine whether they could be 
used as a basis for multi-attribute model testing or whether the final case studies should 
be based on qualitative data only. These interviews were conducted as unstructured 
discussions around the factors, and they were not taped. In the end of each interview, the 
meaningful factors were summarized with the respondent in order to align the 
interviewer’s understanding and interpretation of the result with the respondent’s 
intentions. This was the last phase where both service provider’s and customer’s 
perspectives were mapped. After these eight interviews, the service providers’ and 
customers’ responses were compared and the decision was made that only customers’ 
responses are needed in the final case studies to analyze monetary value creation from a 
customer perspective. However, the service provider’s perspective should not be 
neglected, and for the purposes of pre-understanding, it was useful to initially keep both 
perspectives in the analysis. 
 
For the final case studies, ten professional service assignments were selected.44 Before 
the final ten case studies, two related pilot studies were conducted. In this phase – in two 
pilot studies and in two of the ten final case studies – a quantitative section was also 
included in the interviews (Multi-attribute method). However, in the data analysis phase 
it was determined that the quantitative section reflected quantification of perceived value 
and, hence did not benefit in the monetary value analysis as such. Additionally, each 
respondent wanted to add or delete different factors, and it seemed than a pre-defined set 
of selection criteria or value factors could rather restrict understanding building, also in 
the area of perceived value, than to facilitate it. Therefore, qualitative in-depth interviews 
that include a comparative process simulation without a quantitative method section were 
determined to better contribute to the research process. This does not, however, mean that 
the perceived value section were not included in the interviews, but rather that the 
perceptions were gathered by using a qualitative research method instead of the 
quantitative multi-attribute method. The following section describes the criteria that were 
used to select the final cases.  

                                                 
44 Later, three of the original ten assignments were selected for the deeper financial analysis. The process 
will be described in the following section. 
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4.1.2 Selection of cases and access to the data  
 
The importance of the selection of the cases to be studied has been recognized in the 
literature (e.g. Eisenhardt 1989; Yin 1989). The studied phenomenon should be well 
present in the selected cases.  
 
When selecting cases for gaining an enhanced understanding of value creation from a 
customer perspective in professional services, several initial possibilities for selection 
exist. Since one of the aims was to analyze relationship value, a comparison basis for 
long-term relationships was needed from the short-term (transactional) services. It was 
determined that professional services in the business-to-business context may be divided 
into short-term and long-term categories. Some short-term professional services are 
typically discrete in nature and represent assignments that are typically purchased only 
once or rarely. Some could be purchased several times, but customers choose not to do it. 
For instance, Initial Public Offering (IPO) usually happens only once and, hence, 
purchasing IPO-advisory services could fall in to this category. On the other hand, long-
term professional services may be both discrete and continuous in nature. Management 
consulting could be an example of a discrete professional service. Assignments can be 
purchased on an ‘assignment-by-assignment’ basis even if there was a long-term 
relationship. An example of continuous long-term service may be auditing. The audit 
agreements are usually made for several years, and the nature of work is continuous, even 
if the majority of the workload may accumulate in the annual reporting period. Table 15 
summarizes the division described above. 

Table 15 Nature of professional services 

 
NATURE OF PROFESSIONAL 

SERVICE 
 

Discrete 
 

Continuous 
 

Short-term One-off assignment N/A 
 

Long-term Assignment-by-assignment Long-term agreement 
 

 
The unit of analysis in this study was defined as an assignment, i.e. a service delivery 
process. Hence, the first criterion to select cases for the final analysis was to be able to 
define a discrete assignment. Thus, continuous-type long-term relationships were not 
included. The second criterion relates to the comparison possibilities between a long-term 
service provider and a short-term (one-time) service provider. Hence, a long-term 
relationship is needed (on an assignment-by-assignment basis), but the customer 
company also needs to have a possibility to buy the service from a one-time service 
provider.  (See Figure 1 in Chapter 1 for comparison of long-term and one-time service 
providers in the professional service assignment context). 
 
Furthermore, I did not want the assignment outcome to have an effect on the answers, and 
thus I chose assignments where the assumption was that the outcome will only have an 
effect on the company’s business in a longer term, and where it would be difficult to 
analyze the outcome related to a specific assignment in monetary terms. This choice 
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made it possible to separate the study of the relationship value in the service delivery 
process from the assignment outcome value. For instance, in the advertising agency 
services, the service assignments usually aim at having an effect on the customer’s 
revenue (successful marketing campaign). However, depending on the assignment type 
the outcome may either be easily financially quantified (e.g. direct response campaign – 
where the monetary outcome results may be seen instantly) or not easily quantifiable (e.g. 
image marketing campaign – where the monetary outcome may be seen only in a longer 
term, and where it is difficult to separate the impact that a specific campaign had in 
results). In the advertising agency cases, I selected assignments were the outcome was not 
assumed to be easily quantifiable in the short term, and so it was easier for the 
respondents to separate the possible assignment process related value from the outcome 
value. Figure 13 summarizes the focus areas in the case studies. 
 

 

Figure 13 Possible phases of value creation and focus area of this study 

 
Moreover, I wanted to have different sub-industries of professional services in the study 
to reach an improved understanding of the value phenomenon in different types of 
assignments and, additionally, to detect similarities and differences between the 
assignment types and the related constructs. Ten case assignments were initially selected 
for the final empirical data gathering. However, it was determined during the fieldwork 
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that not all of them qualified for final detailed monetary analysis. For instance, in some 
cases, the data was not rich enough (e.g. financial process analysis was not possible) or it 
was discovered that the service case was not – after all – discrete in nature. Table 16 
summarizes the initial ten cases and the three cases selected for detailed presentation and 
monetary value analysis. The cases that were not selected for the detailed analysis are 
summarized in selected tables in the appendices. Input from these cases is additionally 
included in the discussion section of this chapter as well as in Chapter 5.  The ten 
professional service assignments that were analyzed were based on the data available in 
eight companies. Hence, some of the company respondents referred to two different 
assignment types instead of one. In one situation (Investment bank, Advertising agency 
services 2), the respondent referred to two different assignment types that had taken place 
in two separate companies (the respondent had changed company quite recently).  The 
companies and respondents are listed in the second column of Table 16. 
 

Table 16 Ten final cases and three detailed cases 

 
Case Company and 

respondent 
identification 

Motivation Decision 
 

Advertising 
services 1 

� Company 1 – 
Management 
consulting 

� Respondent 1 

� Rich data related to selection 
criteria 

� Rich data for monetary 
comparison of long-term and 
one-time service providers 

Selected for 
final detailed 
case analysis 
 
 

Information 
technology 
services 

� Company 2 – 
Governmental 
service unit 

� Respondent 2 

� Rich data related to selection 
criteria 

� Rich data for monetary 
comparison of long-term and 
one-time service providers 

Selected for 
final detailed 
case analysis 

Learning 
services/ 
Training 
consulting 

� Company 3 – 
Industrial 
company 

� Respondent 3 

� Rich data related to selection 
criteria 

� Rich data for monetary 
comparison of long-term and 
one-time service providers 

Selected for 
final detailed 
case analysis 

Translation 
services 

� Company 3 – 
Industrial 
company 

� Respondent 3 

� Rich data related to selection 
criteria 

� Not enough data for monetary 
service delivery process 
analysis 

Not selected 
for final 
detailed case 
analysis 
 
Summary in 
appendices 

Investment bank 
services 

� Company 4 – 
Financial 
services 

� Respondent 4 

� Rich data related to selection 
criteria 

� Not enough data for monetary 
service delivery process 
analysis 

Not selected 
for final 
detailed case 
analysis 
 
Summary in 
appendices 

Advertising 
services 2 

� Company 5 – 
Manufacturing 

� Respondent 4 

� Rich data related to selection 
criteria 

� Not enough data for monetary 
service delivery process 
analysis 

 

Not selected 
for final 
detailed case 
analysis 
 
Summary in 
appendices 



 68

Portfolio 
management 
services 

� Company 6 – 
Insurance 
company 

� Respondents 5 
and 6 

� Rich data related to selection 
criteria and selection process 

� Service delivery continuous in 
nature, and no possibility for 
assignment process analysis  

 

Not selected 
for final 
detailed case 
analysis 
 
Summary in 
appendices 
 
 
 

Advertising 
services 3 

� Company 7 – 
Financial 
services 

� Respondent 7 

� Rich data related to selection 
criteria and selection process 

� Not enough data for monetary 
service delivery process 
analysis  

Not selected 
for final 
detailed case 
analysis 
 
Summary in 
appendices 

IT consulting 
services 2 

� Company 7 – 
Financial 
services 

� Respondent 7 

� Rich data related to selection 
criteria and selection process 

� Not enough data for monetary 
service delivery process 
analysis  

Not selected 
for final 
detailed case 
analysis 
 
Summary in 
appendices 

Advertising 
services 4 

� Company 8 – 
Industrial 

� Respondent 8 

� Rich data related to selection 
criteria and selection process 

� Not enough data for monetary 
service delivery process 
analysis  

Not selected 
for final 
detailed case 
analysis 
 
Summary in 
appendices 

 
 
 

Gummesson (2000) argues that one of the quality criteria that is used to determine the 
quality of case research is the researcher’s access to the data. In the present research, 
suitable case companies and case assignments were relatively easy to identify. However, 
the data gathering for the financial sections encountered some challenges. For instance, in 
one of the cases, the selected respondent did not have enough knowledge about monetary 
figures and another respondent for the financial section was needed45. In all of the cases 
the monetary figures in the financial section are partly based on estimations rather than 
on exact figures, due to confidential salary records and lack of exact information. These 
estimates have been developed in co-operation with the company respondents in a way 
that they would reflect in the best possible way real life situations, even if exact figures 
were not available.  
 
Key respondents in the case studies were selected on the basis of their suitable position in 
the company. They could reflect the company’s view on selection criteria and the 
financial value section. Additionally, they were participating in the actual service 
assignment processes in a way that they were able to articulate their subjective value 
perceptions even if representing the company.  

                                                 
45 However, even this respondent could not give detailed enough information and, thus, this case is not 
included in the three cases of detailed monetary analysis. 
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4.1.3 Data generation 
 
Qualitative in-depth interviews were used through all phases of the case studies to capture 
motivations and the case specific examples into the analysis. The importance of the 
qualitative data cannot be neglected in the process of developing an improved 
understanding of the value creation phenomenon in a specific case. 
 
Additionally, archival records were used to get an improved understanding of a specific 
case and to avoid relying on a single source of evidence collection. For instance, in the 
advertising agency customer case, archival records were obtained for analysis purposes. 
These documents include: advertising agency invoices, cost estimates, price offers, and 
sample outcomes of assignments from a four-year period. The access to price/invoice 
information was an essential part of the three final case studies.   
 
Data generation from the case studies was structured around three themes: selection 
criteria, perceived value, and financial value. The following sections describe what kind 
of data was generated in each area. The purpose of this data generation section is to 
describe how the specific research questions and data-gathering procedures were aligned 
and determined, and how the data generation process was conducted. Hence, this section 
aims to enhance the construct validity and reliability of the study.   

4.1.3.1 Selection criteria 
 
In the area of selection criteria, the respondents were asked to describe the factors that the 
company uses when selecting a professional services company for a specific assignment. 
The researcher listed the factors based on the information articulated by the respondent, 
reviewed the list of factors with the respondent, and then asked the respondent to rank 
and weight the criteria. During the data-gathering process, it was not certain if the 
weights on selection criteria would be needed in the final analysis. Due to the fact that the 
entire interview was taped, even the qualitative aspects and motivations for the specific 
selections were captured. 
 
As an outcome, a set of selection criteria related data were obtained during the interview 
with the respondent:  
� The set was based entirely on the respondent’s own description of the used 

selection criteria, including quantitative information such as ranks and weights46, 
as well as qualitative information such as motivations based on experiences.  

 
 
 
 

                                                 
46 In the analysis phase, a decision was made that ranks and weights will not be used. The decision was 
based on the study’s main focus on monetary value, and ranks and weights were determined not to add 
value to the purpose. It is suggested, however, that the ranks and weights could be used in future research. 
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4.1.3.2 Perceived value 
 
The perceived value section received the least focus in the interviews after quantitative 
multi-attribute section was excluded. However, I decided it was apt to keep at least one 
question in this area in order to be better able to compare the results with the existing 
research. In the area of perceived value factors the respondent was asked to describe what 
contributes to the value perception during the service delivery assignment. 
  
As an outcome, descriptions of perceived value creation were obtained during the 
interview with the respondent:  
� Description of perceived value creation in the service delivery process 

4.1.3.3 Financial value 
 
The financial value section relates to the main contribution area of this study and, hence, 
it received the most focus in the case studies. In the two first case studies, three 
interactions/ interviews with the case companies were needed. The first interview focused 
on selection criteria and perceived value. Based on the information received in the 
interview, the researcher drafted a model outlining potential areas of monetary value 
creation. The draft model was then reviewed in the second interview, and a refined model 
sent to the interviewee for comments. After these two first case studies, in some cases 
only two interactions were needed due to the researcher’s learning and enhanced ability 
to draft the potential areas for financial value creation already before the first interview, 
in a way that the draft model could be discussed in advance47. This was, however, not 
possible in every case. For instance, when interviewing managing directors, it was not 
possible to determine beforehand which type of assignment (e.g. consulting, investment 
banking, advertising) would be in focus in the interview. On the other hand, when 
interviewing marketing manager, it was evident in advance that the focus would be on 
advertising services. 
 
The following sets of data were used to obtain the financial measures: 
1) Qualitative data based on the selection criteria section. 
2) Qualitative data based on perceived value factor section. 
3) Draft model created by the researcher based on the above two sections. 
4) Monetary measures obtained in the interview related to the draft model. 
5) Refined monetary measures obtained after interviewee reviewed the data. 
 
In each of the case studies additional sources of evidence were used. The focus of these 
additional sources was on verifying the financial value section of the study. For instance, 
in all cases the researcher had access to financial information, such as invoice 
information and cost estimates.  

                                                 
47 In addition to the learning, in the two first case studies, a quantitative section was still included. A 
decision was made later not to include the quantitative part in the final analysis. The quantitative section 
affected the length of the first interviews and, hence, also had the effect that three interactions were needed.  
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4.1.4 Data reduction 
 
One of the challenges of case studies is the large amount of data obtained. Miles and 
Huberman (1994) claim that it is sometimes impossible to understand how a researcher 
got from thousands of pages of field notes to the final conclusions. In this study the 
preliminary empirical work conducted before the final case studies helped to get a more 
structured approach for studying the monetary value creation phenomenon in the case 
contexts. Hence, the sometimes massive amount of data that the case studies are based on 
was probably not an extreme challenge in this case, and it was easier to interpret the data 
than in an unstructured longitudinal case.  
 
The ten initial case studies resulted in 10-35 pages of interview transcripts each. 
Additionally, alternative sources of evidence – such as invoices – were used. All the ten 
case studies were analyzed concerning selection criteria and a service delivery process 
related aspects where differences between a one-time service provider and a long-term 
service provider were detected. The starting point for the analysis was the transcript 
pages from the interview tapes. Both a qualitative data analysis program NVivo and the 
author’s own categorization Microsoft word template were used to facilitate the 
classification of the data.  
 
The preliminary categorization was based on the tentative framework categories 
illustrated in Figure 11 and Figure 12. As the data analysis proceeded and an improved 
understanding of the area was reached, it was possible to form sub-categories. For 
instance, the preliminary monetary value categories concerning the service delivery 
process included Direct and Indirect effects. These two categories were consecutively 
divided into sub-categories such as: 
- Direct: Price, Resources, Assignment time 
- Indirect: Selection time, Selection resources, Assignment time, Assignment resources  
 
A summary of the seven cases – that are not analyzed in detail in this chapter – is 
presented in appendices in form of tables. A reference to a specific appendix is presented 
in connection of each analysis area. 
 
During the qualitative interviews and data analysis process, potential cases for monetary 
analysis were selected. Three cases were selected for monetary value analysis. These 
three case companies are described in the following section. 

4.2 Case companies 
 
The aim of this section is to introduce the three case companies included in the final 
detailed case studies. The following sections describe the companies as well as the data- 
gathering process for each of the case companies. 
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4.2.1 Advertising agency services 
 
Introduction 
The customer/buyer case company is a management consulting company that uses 
advertising agency services for image marketing and recruiting purposes. The marketing 
manager selects service providers and gets the final approval from the managing director 
of the company. In other words, the management consulting company is the customer and 
the advertising agency is the service provider in this case.  
 
 

Research process with the advertising agency case before final case study interviews  
The advertising agency customer case study was based on numerous informal discussions 
and three interviews. The informal discussions took place during fall 2000 and spring 
2001, which was somewhat later than other preliminary discussions and interviews that 
were conducted in organizations buying and selling professional services in order to 
establish an inductive basis for the research. The informal discussions were originally not 
thought to be part of the research; however, the value of the insights gained in discussions 
with the key informant in the advertising agency customer company encouraged me to 
continue with this specific case to gain deeper insights.  
 
The first interview (1.5 hours) was conducted in August 2001. The first part of the 
interview was relatively unstructured around 3 themes: general knowledge and 
impressions related to buying of advertising agency services, factors having an effect on 
the service delivery process (assignment), and factors related to long-term relationship 
with the service provider. The second part of the interview was based on the preliminary 
theoretical model that was built in parallel with the preliminary discussions with 
practitioners.  
 
Final case study with the advertising agency customer 
The second interview (first interview in the final case study phase) was conducted in 
November 2002 and a structured interview guide (Appendix 1) was used to gather 
information in the areas of selection criteria, perceived value factors, and financial value 
measures. The third interview was conducted in December 2002. The purpose of the third 
interview was to gain deeper insights in the area of financial value. After the first draft 
case study was written by mid-December 2002, the key informant – the marketing 
manager in the case company – was asked to review the case report and contribute to it 
with comments. Archives of old advertising agency invoices, cost estimates, offers, and 
copies of created image and recruitment advertisements were additionally used as 
reference and evidence material. 

4.2.2 IT consulting services 
 
Introduction 
The customer/buyer in this case is a governmental service unit that is providing 
information system services and solutions to a governmental unit. The customer/buyer 
company’s (governmental service unit) own end customer (governmental unit) uses the 
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created information system solutions to improve its core process effectiveness, which in 
this case is associated with solving crimes.  
 
The customer company (governmental service unit) is buying information technology 
consulting for information system definition, design and implementation projects. The 
respondent who represented the customer company is a project manager, who is 
responsible for information systems budget in his own area of information technology 
projects, participates in the selection process of information technology consultants for 
the projects together with project steering committee members, manages project tasks, 
and supervises the consultants during an assignment. 
 
Research process with Information technology service customer 
The first interview was conducted in December 2002. This interview included the 
selection criteria and perceived value section. For the second interview – which focused 
on the financial value, and was conducted in January 2003 – the respondent got a 
preparation question sheet (Section 4 in the interview guide in Appendix 1), and a draft 
monetary model was created. Additional questions were submitted by e-mail. After the 
case study draft was written, the respondent reviewed and commented on the findings.  

4.2.3 Training and learning services 
 
Introduction 
The training and learning services case involves a company that has a large scale global 
IT implementation project. In addition to technical IT consulting services, the company is 
buying learning and training services related to the IT project. The key informant in this 
case is the training manager who is responsible for selecting service providers for the 
training part. The training manager represents middle management level, and the actual 
buying decision is made by her supervisor, who is Vice President in the information 
technology program.  
 
Research process with Training and learning services customer 
Several unofficial discussions and one structured interview were conducted with the 
training manager. The final case study interview was conducted in July 2003, and it 
covered all the research parts (selection criteria, perceived value, and financial value). As 
a second source of evidence the researcher had observation access and access to invoice 
information of the long-term service provider that made the monetary assumptions setting 
easier. The written case study was reviewed and commented on by the key informant to 
ensure that the researcher had understood and made as correct assumptions as possible. 

4.3 Selection criteria and value 
 
Chapter 3 developed selection criteria categories based on identified selection criteria in 
the existing literature. This section aims to deepen our understanding in the area by 
analyzing empirical data gathered for the purposes of this study. The first part of this 
section summarizes the selection criteria areas. Figure 12 summarized the selection 
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criteria categories that were developed in Chapter 3, when analyzing existing literature. 
The standard categories include: Service provider’s resources, Service provider’s 
reputation, Financial, Facts about service provider company, and Personal characters. The 
categories that were added after having prior experience with one of the alternative 
service providers include: Actual outcome, Service delivery process and Learning. 
Additionally, more criteria were associated with the Personal characters section when 
more information (based on experience) was available. 
 
As suggested by the tentative analysis categories presented in Figure 12 (Chapter 3), the 
main purpose of using specific selection criteria seems to be either on reducing the risk of 
a bad assignment outcome (“If we select a provider that has competent resources that 
have dealt with similar kinds of problems before, the outcome cannot be a total disaster”) 
– and thus a bad selection result (perception of a failure) – or to minimize or optimize the 
price i.e. cash flow out. Hence, the risk minimization and financial value (minimize short-
term cash flow out) may be thought of as separate aims. However, in some cases they 
may be interlinked. For instance, the risk perception of an outcome failure and associated 
price paid for the service may be combined in the analysis of the risk of bad selection 
when analyzed after the outcome phase (“If we made a bad selection, at least we did not 
pay the highest price”). 
 
Other aims of using specific selection criteria seem to be linked with perceptions of 
trustworthiness, positive characters, convenience during the assignment, and learning. 
 
The key learning from this section (Section 4.3) is that when the buyer does not know the 
seller in advance, the use of selection criteria seem to be associated with the risk 
minimization of the expected outcome. As the outcome analysis was not defined to be in 
the detailed scope of this study, the financial quantification of risk or the related outcome 
is not in focus. Hence, the risk concept in this section may be mentally analyzed as 
perceived risk (see discussion in Section 1.6.2.3), and it does not seem to be associated 
with the respondents’ understanding of value potential during the assignment process, 
which is in focus in Section 4.4.  
 
In the following sections, case respondent citations are typed in ‘font Arial’, in order to 
distinguish them from the other text. 

4.3.1 Identified selection criteria 
 
Service provider’s resources 
 
When comparing the selection criteria categories in the case of selecting a service 
provider without prior experience with alternatives, all the case companies accentuated 
resource aspects. 
 

 “A strategic view would be important, and the advertising agencies think that they are really 
strategic. However, in our type of business in the sales and marketing area, personal contacts are 
the most important way of generating business, and everything that can be used to generate 
business via marketing communication is just supporting the personal sales work. Advertising 
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agencies have not figured this out quite yet. The ideal situation would be when the advertising 
agency, as a professional service provider, could help the marketing manager to get the directors of 
the company to think what the message that they want to give to the market is” (Advertising agency 
services 1) 
 
“The advertising agency should be able to manage all advertising channels, in our case print, 
internet, and direct marketing channels. Unfortunately, you cannot always buy everything from the 
same agency” (Advertising agency services 1) 
 
“Often the decisive criterion is how well the person (service provider) knows our information 
systems, and his ability to describe our need and his solution to our need” (IT consulting 1) 

 
 “A company does not necessarily need to know us, if they can describe our need and their  
solution in way that we believe that they are able to do” (IT consulting 1) 

 
“We ask for certifications and detailed description of methods” (IT consulting 1) 
 
“They can have a certification, which is a quality proof that they have the right kind of process 
methods” (IT consulting 1) 
 
“Clear resource classification e.g. junior, senior etc. rather based on competence in the problem 
area – or for instance on project management skills – than years of service in the service provider 
company” (Training and learning services) 
 
“We have a global need for services, and it is important that the service provider is a stable 
company that is genuinely global. I would feel bad if I needed to take some local company. The 
global network is really important”  (Training and learning services) 

 
“The company’s internal quality profile is important and also that they train their consultants 
according to professional standards” (Training and learning services) 
 

 
The resource criteria were by far the category that received the most focus in the case 
studies. It seems that when the service provider was not known in advance, the perceived 
understanding of the resources is used to minimize the risk that the outcome of the 
assignment would fail.  
 
Reputation 
 
In addition to the perceived resources, all three cases also focused on the reputation 
category: 
 

“You usually start the categorization of the available service providers by looking at the rankings of 
known brand-named companies. You may not take the highest ranked agencies, because of the 
price; however, you may check the ones in the middle.” (Advertising agency services 1) 
 
“The general impression of the company (advertising agency) is created based on what they have 
done in the past, and in our case it is maybe the creativity and innovation that comes first, and then 
hand in hand the references.” (Advertising agency services 1) 
 
“We ask for references in the competence area” (IT consulting 1) 

 
“I go for recommendations and references. For me, it is essential that the service provider has 
cases where they can show that they have handled similar kinds of situations, and that they have 
experience with other customers.” (Training and learning services) 
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Reputation in the form of a known brand name, references and recommendations are used 
in addition to the resources to minimize the risk of a bad selection, i.e. possibility to fail in 
the assignment outcome. 
 
Financial 
 
In Chapter 3, the financial criteria included price of fee paid, and no additional financial 
aspects were discovered in the three case studies either48. Financial aspects varied in 
importance, but in every case they had a role:  

 
“…then the price has an effect of course, it is a kind of necessary evil. My boss would probably put 
more weight on this” (Advertising agency services 1) 
 
“The price is very important because, when we have made a budget, our hands are tied to it. This 
affects a lot the way we can select a consulting company” (IT consulting 1) 
 
“…and then of course the price. We have a large company, and are ready to pay a bit more for 
quality” (Training and learning services) 
 

 
Financial criterion i.e. price seems to be the only factor that is related to the attempt to 
either minimize or optimize the financial cash flow out. An interesting aspect is the 
willingness to pay more for quality services. However, the definition of the quality 
services relates more to the assignment outcome than in the assignment process. 
 
Facts 
 
Facts were directly in focus only in the information technology case: 
 

“Size of the company may have an effect. If it is a ‘one-man shop’; we don’t usually choose it” (IT 
consulting 1) 
 

However, the size may also be related to the reputation category. For instance, a global 
brand name usually relates to the global network and large size.  
 
 “Stable, genuinely global company” (Training and learning services) 
 
In this case the small size is regarded as a risk factor and, hence, an attempt to minimize 
risk and maximize perceived trustworthiness of the service provider (e.g. future support) 
is the basis of the ‘large size’ criterion. 
 
Personal characters 
 
Personal characters were defined in Chapter 3 as customers’ perceptions of the soft side 
of the team and individual professionals. Personal characters were accentuated in the 
advertising agency case:  
 

                                                 
48 However, the summary table in Appendix 3 includes an additional financial factor in the portfolio 
management services. This will be discussed in Section 4.5 
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“A good copy writer is definitely the most important person in the team; however, the role of the 
project manager is essential in understanding the customer, due to the fact that copywriters and art 
directors are such ‘artists’ that they easily lose the point that is important to the customer” 
(Advertising agency services 1) 

 
There seems to be only a thin line between the resource criteria (‘perceived hard 
competence of the professionals’) and perceived personal soft characters. The soft 
characters may not have any effect on the actual outcome, but at least in this case there 
seems to be an attempt to maximize perceived positive characters.  
 
Service delivery process 
 
When analyzing a situation where the customer already had prior experience with the 
service provider the process aspects were emphasized in all cases: 
 
 “Good project management is essential in advertising services” (Advertising agency services 1) 
 

“Communication is so much easier when you know the consultant. With a new consultant, it takes 
time to find ways to work. If you already have good co-operation, it has an effect”  (IT consulting 1) 

 
“Business competence, project management capabilities, and resource management – a clear 
procedure for that purpose – are important during the process” (Training and learning services) 

 
In the training and learning services case, an interesting (and different from others) aspect 
was that the customer tried to get information about the administrative processes in 
advance, also in the case of a new service provider. She wanted to build an understanding 
of, for instance, how the reporting and invoicing processes work during an assignment. 
All the case companies accentuated the perceived convenience in the service delivery 
process. However, even if perceived as positive, none of the case companies tried to 
measure the positive aspects of the service delivery process. Section 4.4 will focus on the 
monetary process measures during an assignment.   
 
Learning 
 
Learning aspects were accentuated when the customer had already worked with the 
specific service provider. However, the respondents differentiated between their own 
subjective learning and the learning that could be beneficial at the company level. 
  

“…our own learning goes hand in hand with idea generation” (Training and learning services) 
  

“Naturally it would be fun if I could just have meetings with different service providers and get ideas, 
but this is not the main point. The point is that we get the project through as painlessly and nicely 
as possible.” (Training and learning services) 

 
“Our own learning is important. Especially from my own perspective, because the things that I have 
done in co-operation with different service providers are not my core competence areas, and I have 
learned new things.” (Advertising agency services 1)  

 
“I just had a case where the package included that the service provider would teach us to use it, 
and we do not have to buy external services anymore. It was an attractive thing. We did not  
calculate a business case, but we know that we are going to save tens of thousands of euros per 
year, when we know how to do it ourselves.” (IT consulting 1)   
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Hence, it is suggested that the purpose that is served when taking into account the 
learning aspects is an attempt to maximize own learning. 
 
Other 
 
When comparing the results with the tentative framework categorization in Figure 12, the 
‘Actual outcome’ category was not in focus in the three cases selected for the final 
analysis. See, however Appendix 2 for examples in the area. Other criteria that affected 
the selection were ‘Internal politics’ and ‘Own status’. 

“The practice has proven that, in the end, the selections can be made based on emotions and not 
on rational factors. The steering committee members may even yell at each other in the decision 
meetings.”  (IT consulting 1) 
 
“However, not every offer gets into the steering committee meeting. We have first selected a couple 
of companies – based on the offers, descriptions, and sometimes on presentations – that get into 
the final selection process.” (IT consulting 1) 
 
“It is important for the buyer – meaning the person who recommends a specific service provider – 
that everything works. You have your own status at stake.” (Training and learning services) 
 

Table 17 summarizes and illustrates comparatively the selection criteria used in the three 
cases. 
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Table 17 Selection criteria in the three case companies 

 
Advertising agency 

 
IT consulting Training and learning 

consulting 
 

Standard With prior 
experience 
with service 

provider 

Standard With prior 
experience 
with service 

provider 

Standard With prior 
experience 
with service 

provider 
Resources � Strategic 

view 
� Creativity 
� Multi-

Channel 
capabilities 

� Competence 
of copy/team 

� Industry 
experience 

 

 � Ability to 
describe the 
customer’s 
need 

� Knowledge/ 
under-
standing of 
customer’s IT 
system 

� Methods 
� Certifications 
 

 � Global 
network 

� Company’s 
quality and 
competence 
profile 

 

Reputation 
 
 

� Brand name 
� References 

 � References  � References 
� Recommend

ations 

 

Financial 
 
 

� Price  � Price  � Price  

Facts 
 
 

  � Size of the 
company 

 � Size of the 
company 

 

Personal 
characters 

 
 

� Individual 
copy writer & 
team 

     

Actual 
outcome 

 
 

      

Service 
delivery 
process 

 � Project 
management 

 � Communicati
on, 

� Effective way 
of working 

� Under-
standing of   
billing 
process 

� Under-
standing of 
reporting 
process 

� Project 
management 

� Resource 
management 

� Flexibility 
 

Learning 
 
 

 � Own learning � Own learning   � Own learning 

Other   � Internal 
politics 

 � Own status 
inside the 
company 
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4.4 Value of the service delivery process 
 
In the previous section, it was acknowledged that the case companies used selection 
criteria to minimize risk related to the assignment outcome (when the potential service 
provider was not known in advance), and to maximize perceived positive factors during 
the service delivery process (used when the customer/buyer already had experience in 
working with the specific service provider). The only criterion that was analyzed in 
monetary terms was price. Hence, the previous section contributed to empirical research 
question I, stated in the beginning of this chapter. This research question claimed that 
“Selection criteria may not be based on monetary value”, and this statement seems to be 
supported if we exclude the price criterion. 
 
Furthermore, in the beginning of this chapter, under empirical research question I, it was 
claimed that it is tentatively assumed that by better understanding the selection criteria 
used and the assignment process, the customer may have better possibilities to have an 
impact on the monetary value creation potential of the service delivery process. 
 
So far, the focus of the value creation during an assignment process has been on 
perceived value. The empirical research question II claims that value may include other 
constructs than perceived value, and as the purpose of the overall study is to develop a 
framework for understanding monetary value creation in professional service assignments 
from a customer perspective, the main constructs to be studied in this section are 
monetary value creation during the service assignments.  
 
The inter-linkage between this section (Section 4.4) and the previous section (Section 
4.3) is the assumption that by better understanding the monetary value creation potential 
of the service assignment – in situations where a long-term service provider or a one-time 
service provider is used – the customer company may improve its future value creation 
potential  by analyzing these factors already in the selection phase. Hence, by including 
these improved insights as selection criteria, it could improve its possibilities to create 
value i.e. maximize the value creation also during the assignment process (by selecting an 
appropriate service provider) in addition to the current focus on either maximizing short-
term financial value (by minimizing price), maximizing value of the outcome or risk 
reduction of the outcome.   
 
Based on the findings in the previous section, it has become evident that the service 
delivery process may have more value creation potential than the existing literature and 
the selection criteria of the empirical case studies reveal.49 The process aspects have been, 
until this point of the present study, mentioned as selection criteria and not analyzed as 
value-creating factors. This section starts with the perceived value in the service delivery 

                                                 
49 This is due to the respondents’ references to service delivery process when asked about additional 
selection criteria when they have prior experience with a service provider. Additionally, it was established 
in Chapter 3 that knowing the service provider and having a long-term relationship facilitates expectations- 
building concerning the service process. 
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process, and moves on with monetary value analysis. An additional dimension in this 
chapter is the comparison of transactional value (one-time service) and relationship value 
(long-term relationship). 
  
Perceived value 
 
Even if the core contribution area of this study is stated to be monetary value rather that 
perceived value, the perceived value has been suggested to build a basis for 
understanding monetary value in the relationship marketing context. Furthermore, it has 
been suggested in this study that perceived value literature serves as a comparison 
standard when analyzing the contribution areas of this study. Hence, in order to be able to 
better compare the results of the current study with the existing literature, a (perceived) 
value-related question in the service delivery process setting was included in the case 
interviews. Actually, the question was not formed to include only perceived components, 
but the answers reflected perceived value rather than monetary value. Surprisingly, this 
seems to be in line with the exiting consumer context research even if the respondents of 
this study act in the business-to-business context.  
 
Specifically, the question asked was: “What creates value in a service assignment?” 
Everyone answered in terms of subjective feelings i.e. perceived value. The following 
examples summarize these answers before moving on to monetary value:  
 

 “Effective project management and communication”  
(Advertising agency 1) 
 
“Good and flexible project management and new idea generation creates value to me” 
(Training and learning services) 
 
“When the consultant has carefully prepared workshops and meetings, it creates value to us, and 
makes me feel good” 
(IT consulting 1) 

 
The respondents put weight on “feeling good”, “creates value to me” rather than 
monetary measures of value. Nevertheless, this study claims that monetary measures and 
rationality are relevant in the business-to-business context rather than subjective and 
maybe irrational ‘feelings’. Hence, a further analysis of service delivery process – that   
would include monetary value – seems reasonable. 
 
Monetary value 
 
The areas of monetary value creation are categorized according to the tentative 
framework presented in Chapter 3. Direct effects represent monetary value effects that 
can be seen directly in monetary terms. For instance, more consultants usually mean 
higher cost to the customer, and the amount can be seen in the invoice received by the 
customer. Direct effects often refer to effects where the service provider is a subject (i.e. 
value ‘generator’ or ‘destructor’ from a customer perspective). Indirect effects refer to 
quantifiable effects that usually relate to the customer’s own resource use or process, but 
cannot be seen directly in monetary terms in the short-term. Indirectness aspect is 
accentuated when, for example, the customer realizes that s/he is using more time, but 
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cannot articulate what activities would be more valuable to do if there was more time 
available. Hence, these effects materialize to monetary value only if there are more value-
adding activities available, for instance, for the time period that is saved when working 
with a specific service provider. 

In the Advertising agency and Training and learning consulting cases the companies 
could impact on price level of the service if they were requesting competing offers in 
addition to the offer from a long-term service provider. In contrast, in the IT consulting 
case, the long-term service provider had built a framework agreement where the price 
level was lower than when asking competing offers from alternative new service 
providers. In all cases, both the service provider’s and the customer’s process 
effectiveness factors, such as more time required during the process, were in focus when 
a new service provider was used. In the advertising agency case, the service provider 
needed more resources when it did not have prior experience with the customer.  In other 
cases, more resources were needed in the customer’s organization, but only during the 
selection phase.   

Table 18 summarizes comparatively the areas of potential monetary value creation in the 
three cases. For illustrative purposes, the table lists the value-creating or value-decreasing 
sources in a case where the buyer decides to purchase the service from a one-time service 
provider, and there is a long-term service provider available.50   

Table 18 Direct and indirect monetary effects of using a new service provider 

 
Advertising agency IT consulting Training and learning 

consulting 
 

VALUE 
FACTOR No prior experience with 

service provider 
No prior experience with 

service provider 
No prior experience with 

service provider 
 

DIRECT 
 
Price � Lower price through 

competitive offers 
� Higher hourly price 
� Higher price of the product 
� Good framework agreement 

with the long-term provider 

� Lower price through 
competitive offers 

Resources 
 

� Extra person in brief phase   

Assignment -
time 

� Brief phase requires extra 
time  

� Draft creation process 
requires extra time 

� Extra meeting in the 
beginning 

� Extra meeting in the middle 

� Weekly routines take more 
time 

 
INDIRECT 
 
Selection- 
time 

� Extra time to give general 
company information to 
service provider(s)  

� Time needed for interviews  

� Extra time needed for 
selection phase 

 

� Extra time and 
preparations needed in 
selection phase 

Selection- 
resources 

� Managing director & 
Marketing manager 

� 5 Steering committee 
members 

� Training manager and Vice 
president 

Assignment- 
time 

� Commenting requires extra 
time 

� Extra meeting in the 
beginning 

� Extra meeting in the middle 

� More own time required 
� Less effective process 

                                                 
50 Appendix 3 summarizes the factors for the additional seven case studies 
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The following sub-sections 4.4.1, 4.4.2, and 4.4.3 describe the monetary value creation of 
the three cases in detail, in their specific local contexts. In Tables 19, 20, 21, 22, 24, 25, 
26 and 27, some of the text and numbers are presented in  ‘bold’ text type. The purpose is 
to emphasize the summary and total financial effect information. The purpose of text and 
numbers presented in ‘normal’ text type is to provide the additional information needed to 
reach the total and summary level information and, hence, to facilitate the understanding 
of the presented process. 

4.4.1 Monetary value of the service delivery process – Case: Advertising agency  
 
The starting point and comparison standard for this case is the price difference between 
the long-term service provider and a one-time service provider. The customer company’s 
respondent is able to get a lower rate when she asks for competing offers. Sometimes the 
lower price is based on a fixed-price offer and other times on a variable hourly based cost 
estimate that service providers submit. This process simulation uses the hourly rates. 
Based on the assumption of the case company representative (marketing manager), it was 
determined that the hourly rate incorporated into the one-time service provider’s offer is 
approximately 20 EUR lower than the hourly rate of the long-term service provider.    
 
The assignment process in the advertising agency case is illustrated in Figure 14. Table 
19 and Table 20 describe each process step more in detail. 

 

Figure 14  Advertising campaign process 

 
Figure 14 describes a general advertising campaign process. Based on the discussion with 
the case company, it was determined that the three first steps are associated only with a 
situation where the customer asks competing offers from transactional one-time 
providers. In other words, if the long-term provider is used, the process starts from the 
fourth step (Brief 2 in Figure 14). Furthermore, it is assumed that two service provider 
persons need to be present in the briefing meetings  (project manager and copywriter) in 
the case where the service provider already knows the company, whereas three persons 
are present when the service provider is only learning to know the company. Moreover, 
two hours per brief meeting is needed in the case of one-time service provider (2hrs/Brief 
1 and 2hrs/Brief 2), whereas one hour per brief meeting is needed when the long-time 
service provider is used (1hr/Brief 2). It is assumed that the service provider does not 
invoice the hours worked before process step 4 (Brief 2); however, the marketing 
manager’s working hours related to the steps 1-3 can be measured.  In the draft phases, 

Need for a 
marketing 
campaign

Selection
agreement 
with ad 
agency

Brief 2 Draft 1 Draft 2 Draft n
Final  
version/ 

publishing

Outcome
effectsBrief 1

Need for a 
marketing 
campaign

Selection
agreement 
with ad 
agency

Brief 2 Draft 1 Draft 2 Draft n
Final  
version/ 

publishing

Outcome
effectsBrief 1
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the estimation is that the long-term service provider is usually able to reach the final 
version phase after two draft rounds (Draft 1 and Draft 2), whereas it takes about four 
rounds for a one-time provider to reach the Final version stage. Outcome effects are 
assumed to be uncertain and, hence, the financial value section accentuates assignment 
process aspects.  
        
Assumptions in image marketing campaign and recruitment advertisement51: 
- One-time service provider is able to submit a lower bid 100 EUR/hr 
- Hourly rate of the long-term service provider 120 EUR/hr 
- Buying company’s marketing manager’s salary 3000 EUR/month, with social costs the salary 

costs are estimated to be 4500 EUR/month which corresponds to 30 EUR/hr52 

Table 19 Financial value – Image marketing campaign assignment 

 
Image Marketing Campaign 
 
Assignment 
process 
phase 

Value 
factor  

One-time service provider Long-term service 
provider 

Difference in monetary 
terms 

Brief 1: 
General 
information 
phase 

Indirect – 
customer’s 
own 
selection 
time 

Time needed to get a general 
understanding about the 
company, and about what 
has been done in the past in 
order to submit an offer 
 
If 5 advertising agencies are 
included: 5 * 2 hrs own time, 
that could be used more 
effectively = 
300 EUR 
 
Indirect Effect  
Time usage associated with 
the service provider that is 
going to be selected 
2 hrs = 
60 EUR 
 

This phase does not 
exist 
  

Indirectly 2 hrs time usage 
may be allocated to the 
selected one-time service 
provider 
= 60 EUR 
 
(4*2 hrs should be 
considered as sunk costs = 
240 EUR)53 
 
 

Selection 
interviews 

Indirect – 
customer’s 
own 
selection 
time 

Time needed to interview the 
3 best companies, before the 
selection. 5 hrs/ meeting and 
preparations = 15 hrs 
 
Marketing manager 
15 hrs working time= 
450 EUR 
 
Indirect Effect  
Time usage associated with 
the service provider that is 
going to be selected 
5 hrs = 
150 EUR 

This phase does not 
exist 

Indirectly 5 hrs time usage 
may be allocated to the 
selected one-time service 
provider 
= 150EUR 
 
(2*5 hrs should be 
considered as sunk costs = 
300 EUR) 
 
 

                                                 
51 The assumptions related to hourly rates are based on the interviews and on the invoice information 
received from the buying company.  The assumption concerning the marketing manager’s salary is based 
on the authors estimate. The marketing manager has read this section and left the salary level unchanged. 
Hence, it is assumed to roughly correspond the actual salary level. 
52 Salary cost per hour is estimated by using 20 days in a month, and 7,5 hrs per day. 
53 Sunk costs refer to the costs that are associated with the service providers that are submitting competing 
offers but are not selected. 
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Direct – 
service  
provider’s 
resources 
and 
assignment 
time 

Direct Effect 
3 persons (Project manager, 
AD, Copy writer) 2 hrs per 
meeting, in total 6 hrs = 
600 EUR  

Direct Effect 
2 persons (Project 
manager, Copy writer) 
1 hr, in total 2 hrs =  
240 EUR  
 

Direct Effect 
360 EUR savings by using 
long-term service provider 
 
 

Brief 2. 
Reaching 
understanding 
of what the 
customer 
actually wants 
 
 
 

Indirect - 
customer’s 
own 
assignment 
time 
 

Indirect Effect  
Marketing manager 
2 hrs working time=         
60 EUR 
 
 
 

Indirect Effect  
Marketing manager 
1 hrs working time = 
30 EUR 
 

Indirect Effect 
1 hr of marketing 
manager’s working time 
savings for more effective 
purpose by using long-term 
service provider. 

Direct - 
service 
provider’s 
assignment 
time 
 
 
 

Direct Effect 
Time needed to get an 
accepted draft (4 draft 
rounds): 
1. draft 24 hrs work 
2. draft 16 hrs work 
3. draft 8 hrs work 
4. draft 4 hrs work 
TOTAL 52 hrs= 
5200 EUR 
 
 
 

Direct Effect 
Time needed to get 
an accepted draft (2 
draft rounds): 
1. draft 24 hrs work 
2. draft 8 hrs work 
TOTAL 32 hrs= 
3840 EUR 
 
 
 
 
 

Direct Effect 
1360 EUR savings by 
using Long-term service 
provider 
 
 
 

Drafts 

Indirect – 
customer’s 
own 
assignment 
time 

Indirect Effect  
Marketing manager 
4 hrs working time needed for 
comments after each draft 
TOTAL 16 hrs= 
480 EUR 
 
Calendar time often even 
longer 
 

Indirect Effect  
Marketing manager 
4 hrs working time 
needed for comments 
after each draft 
TOTAL 8 hrs= 
240 EUR 
 

Indirect Effect 
8 hrs of marketing 
manager’s working time 
savings for more value-
creating purposes by using 
long-term service provider. 

TOTAL  Direct 
600+5200 =  
5800 EUR 
 
Indirect  
60+150+60+480 =  
750 EUR 
 
(Sunk costs 240+300 = 540 
EUR) 

Direct 
240+3840 =  
4080 EUR 
 
Indirect 
30+240 =  
270 EUR 

DIFFERENCE 
 
Direct 
1720 EUR 
 
Indirect 
480 EUR 
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Table 20 Financial value – Recruitment advertising assignment 

 
Recruitment advertising 
 
Assignment 
process 
phase 

Value 
factor 
category 

One-time service provider Long-term service 
provider 

Difference in monetary 
terms 

Brief 1: 
General 
information 
phase 

Indirect - 
customer’s 
own 
selection 
time 

Time needed to get a general 
understanding about the 
company, and what has been 
done in the past in order to 
submit an offer 
 
If 5 advertising agencies are 
included: 5 * 2 hrs own time, 
that could be used more 
effectively = 
300 EUR 
 
Indirect Effect  
Time usage associated with 
the service provider that is 
going to be selected 
2 hrs = 
60 EUR 

This phase does not 
exist 
  

Indirectly 2 hrs time 
usage may be allocated 
to the selected one-time 
service provider 
= 60 EUR 
 
(4*2 hrs should be 
considered as sunk 
costs = 240 EUR)54 

Selection 
interviews 

Indirect - 
customer’s 
own 
selection 
time 

Time needed to interview the 
3 best companies, before the 
selection, 5 hrs/ meeting & 
preparations =  15hrs 
  
Marketing manager 
15 hrs working time=  
450 EUR 
 
Indirect Effect  
Time usage associated with 
the service provider that is 
going to be selected 
5 hrs = 
150 EUR 
 

This phase does not 
exist 

Indirectly 5 hrs time 
usage may be allocated 
to the selected one-time 
service provider 
= 150 EUR 
 
(2*5 hrs should be 
considered as sunk 
costs =300 EUR) 
 
 

Direct – 
service  
provider’s 
resources 
and 
assignment 
time 
 
 

Direct Effect 
3 persons (Project manager, 
AD, Copy Writer) 3 * 2 hrs, in 
total 6 hrs =  
600 EUR  

Direct Effect 
2 persons (Project 
manager, Copy 
Writer) 2* 1 hr, in total 
2 hrs = 
240 EUR  
 
 

Direct Effect 
360 EUR savings by 
using long-term service 
provider 
 
 
 

Brief 2. 
Reaching 
understanding 
of what the 
customer 
actually wants 
 
 
 

Indirect – 
customer’s 
own 
assignment 
time  
 
 

Indirect Effect  
Marketing manager 
2 hrs working time =  
60 EUR 
 
 

Indirect Effect  
Marketing manager 
1 hrs working time = 
30 EUR 
 

Indirect Effect 
1 hr of marketing 
manager’s working time 
savings for more 
effective purpose by 
using long-term service 
provider. 
 

                                                 
54 Sunk costs refer to the costs that are associated with the service providers that are submitting competing 
offers but are not selected. 
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Direct – 
service  
provider’s 
resources 
and 
assignment 
time 
 
 

Direct Effect 
Time needed to get an 
accepted draft (4 draft 
rounds): 
1. draft 18 hrs work 
2. draft 4 hrs work 
3. draft 4 hrs work 
4. draft 4 hrs work 
TOTAL 30 hrs= 
3000 EUR 

Direct Effect 
Time needed to get 
an accepted draft (2 
draft rounds): 
1. draft 10hrs work 
2. draft 4hrs work 
TOTAL 14 hrs= 
 1680 EUR 
 
 
 

Direct Effect 
1320 EUR savings by 
using Long-term service 
provider 
 
 

Drafts 

Indirect – 
customer’s 
own 
assignment 
time 

Indirect Effect  
Marketing manager 
4 hrs working time needed for 
comments after each draft 
TOTAL 16 hrs= 
480 EUR 
 
Calendar time often even 
longer 

Indirect Effect  
Marketing manager 
4 hrs working time 
needed for comments 
after each draft 
TOTAL 8 hrs= 
240 EUR 
 
 

Indirect Effect 
8 hrs of marketing 
manager’s working time 
savings for more 
effective purpose by 
using long-term service 
provider. 

TOTAL  Direct 
600+3000 =  
3600 EUR 
 
Indirect  
60+150+60+480 =  
750 EUR 
 
(Sunk costs 240+300 EUR) 

Direct 
240+1680 =  
1980 EUR 
 
Indirect 
30+240 =  
270 EUR 

DIFFERENCE 
 
Direct 
1620 EUR 
 
Indirect 
480 EUR 

 
Table 19 and Table 20 illustrate direct and indirect monetary effects associated with one 
assignment process in two different types of assignments (image marketing campaign and 
recruitment advertisement). Direct effects include the direct monetary effects that can be 
seen in the invoiced prices. Indirect effects, however, may not be seen in direct cash flow 
terms, and will materialize only if the marketing manager has more value-creating 
activities for the time that is saved when working with a specific service provider type – 
in this case with the long-term service provider.  
 
The case company may have, for instance, 2 image-marketing campaigns and 10 
recruitment advertisements during one year (assumption based on the 2000/2001 figures), 
and hence the effect of a single assignment may be multiplied. In such a case, the yearly 
monetary effects with the described scenarios are summarized in Table 21.   
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Table 21 Summary of yearly monetary effects in the Advertising agency case 

 
 One-time service provider  Long-term service provider 
Direct effects (2 * 5800 EUR) + (10 * 3600 

EUR) =  
47600 EUR 
 

2 * 4080 EUR) + (10 * 1920 
EUR) =  
27360 EUR 

Indirect effects (2 * 750 EUR) + (10 * 750 EUR) = 
9000 EUR 
 

(2 * 270 EUR) + (10 * 270 EUR) 
= 3240 EUR 
 

TOTAL 56600 EUR 30600 EUR 

 
Once more, it should be noted that only the direct effects refer to monetary invoice 
amounts. In addition to the direct monetary effects, there may be indirect effects. In this 
case only the effect on the marketing manager’s time usage is evaluated. However, it was 
indicated in the interview that the top management has also been involved in the process, 
and the effects on their time usage could have been evaluated. The effect of top 
management involvement was excluded from the analysis in Table 19 and Table 20 in 
order to promote a conservative approach. These effects will be, however, discussed in 
the following paragraphs. 

 
The presented scenarios show that if the marketing manager could use the extra time 
needed for a one-time service provider assignment in more value-creating business 
purposes, then long-term relationship with a service provider is valuable in that 
dimension. Additionally, it became evident in the interviews that the managing director 
of the company was included in the process of approving the drafts. If we assume that the 
managing director’s working hour costs 75 EUR, and he uses one hour in every draft 
approval phase, that is 4 * 1 hour (four draft rounds) with one-time service provider, and 
2 * 1 hour (two draft rounds) with the long-term service provider. Consequently, the 
indirect effect would be with 2 image-marketing campaigns and 10 recruitment 
advertisements as follows (see Table 22):  
 

Table 22 Indirect effects of top management involvement 

 
 One-time service provider  Long-term service provider 
Indirect effects (2 * 300 EUR) + (10 * 300 EUR) = 

3600 EUR 
 

(2 * 150 EUR) + (10 * 150 EUR) 
= 1800 EUR 
 

 
This scenario could go on by adding other persons involved in the service assignments. 
Even if the monetary effect does not seem very large here, the effect could be multiplied 
if the managing director could use the time saved more effectively in more valuable 
activities, such as, finding a new revenue-generating customer.  
 
In addition to the monetary effects discussed in connection with Table 19 and Table 20, 
there may be additional indirect effects that have an effect on financial value. For 
instance, in this case the long-term service provider had often a possibility to start the 
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assignment only 1-2 weeks after the marketing manager contacted them. However, even 
if the one-time provider could start immediately when selected, the process before it gets 
selected may take 2-4 weeks in calendar time. The implications for an image-marketing 
campaign could be that by using a one-time service provider the marketing campaign gets 
published at least 1-3 weeks later than by using the long-term service provider. The 
postponement increases the risk that one of the competitors may start its campaign just 
before, and thus reduce the public’s attention to the focal company’s campaign. 
 

“It just happens that somehow, everybody gets these marvelous ideas at the same time!”   
 
In a recruitment advertisement case, a three-week postponement may have an effect on 
the revenue stream and timing of the incoming cash flows (‘cash in earlier’ is preferred 
over ‘cash in later’). In this case the buying company is a management consulting 
company, and the recruitment of a specific person to a specific consulting assignment 
means revenue streams. (Note: The monetary figures in the following scenario are used 
only for illustrative purposes and they are not based on real data.) 
 
Assumptions: 
- Salary of the recruited person 1000 EUR/ week (1500 EUR/week with social costs) 
- Customer fee for 1 consulting day 1000 EUR/ day 
 
If the person can start in an assignment 3 weeks earlier when the long-term service 
provider (advertising agency) is used, compared to the case when a one-time service 
provider is used, the simplistic cash flow effect for the company would be: 

 
Cash-flow in: 3 weeks (15 working days) � 15*1000 EUR  15 000 EUR 
Cash-flow out: 3 week salary with social costs     - 4 500 EUR 
� Total effect        10 500 EUR     

 
Another indirect effect could be that the customer’s own learning may contribute 
positively to the financial value during an assignment process. If the customer of the 
service is able to give good briefs (Brief 2 in the assignment process) the quality of drafts 
should improve and the time period in the draft phase may be shortened. The assumption 
in the previous sections was that the long-term service provider’s history with the 
customer contributed to a faster process and fewer drafts. However, the effect may even 
be multiplied when the customer has learned how to brief the service provider in the  
most effective way. Hence, the customer’s own learning may have effects on the overall 
future processes with the long-term service provider. 
 
Furthermore, the selection criteria were based on financial criteria (price) and on service 
provider’s resources. It may be assumed that the resource-related criteria are used to 
maximize the value of an outcome and minimize the risk related to the outcome. 
However, the resource criteria and factors could contribute to the process effectiveness 
during an assignment. If for instance the expertise and competence level are high, the 
service provider may be able to capture better the essential information needed to create 
e.g. a quality draft advertisement.  This, however, may not have any difference when one-
time and long-term service providers are compared. 
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The additional indirect effects are summarized in Table 23.  
       

Table 23 Additional indirect monetary effects in the Adverting agency services 

Additional 
effect 

Value 
factor  

One-time service 
provider 

Long-term 
service provider 

Difference  

Calendar time Indirect – 
customer’s 
own 
selection 
time 

2-4 weeks in the selection 
process 

1-2 weeks before able 
to start 

1-3 weeks 
 
Image marketing: Get the 
advertising campaign and the 
good idea out before 
competitors � contributes to 
risk perception 
 
Recruiting: 
Revenue impact faster with 
long-term service provider 
e.g. 3 weeks  faster 
 
15 days customer pays 1000 
euros/ day  15000 euros  
 
three week salary 4500 EUR 
(with social costs) = profit 
10500 EUR 

Customer’s 
ability to give 
briefs 

Indirect – 
customer’s 
own 
selection 
time 
 
 
Customer’s 
own 
learning 

Extra information and time 
needed after customer has 
given the first brief to the 
service provider. 
 
Contributes to draft phase 
 
 

Customer has learned 
the service provider’s  
way of receiving 
information and is 
able to give better 
briefs 
 
Contributes positively 
to draft phase, in 
addition to the service 
provider’s process 
aspects 
 

Long-term relationship has a 
positive effect 

Industry 
expertise, 
competence 

Direct – 
service 
provider’s 
resources 

Contributes to the process 
effectiveness 
 
Links to time and service 
delivery process 
effectiveness, faster overall 
process  
 

Contributes to the 
process effectiveness. 
 
Links to time and 
service delivery 
process effectiveness, 
faster overall process  
 

No difference 
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4.4.2 Monetary value of the service delivery process – Case: IT consulting 
 
The case company – the customer of the IT consulting service – is a governmental 
organization. The company has 5-20 IT projects/ year. The long-term partner consultant 
company has more favorable contract price than the alternatives55. However, the top 
management requires that project managers should also use other service provider 
companies instead of always selecting the long-term partner. In this case the key 
informant is one of the company’s project managers. 
 

Figure 15 Graphical design IT service process 

 
Figure 15 illustrates an assignment process in the case of graphical design type of IT 
consulting. The following numerical example will show that also in this case, some of the 
process steps do not exist when a long-term service provider is used  (fourth, fifth and 
eighth process steps in the figure) 
 
Assumptions in IT consulting- Graphical design assignment: 
- One-time service provider 150 EUR/hr 
- Long-term service provider 110 EUR/hr 
- IT Project manager’s salary 3000 EUR month, 4500 EUR with social costs, which corresponds 
to 30 EUR/hr 
- Steering committee members have same salary level as the project manager56 

                                                 
55 Contract price is based on a framework agreement 
56 In reality, salary level of some steering committee members may be higher. However, the assumption 
promotes a more conservative view. 
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Table 24 Financial value – IT consulting assignment 

 
IT consulting- Graphical design 
 
Assignment 
process 
phase 

Value 
factor  

One-time service provider Long-term service 
provider 

Difference in monetary 
terms 

Own 
preparations  

Indirect – 
customer’s 
own 
selection 
time 

Indirect Effect 
15 hrs = 
450 EUR 

Indirect Effect 
15 hrs = 
450 EUR 

Indirectly 2 days time usage 
(450 EUR) needed is both 
cases for own preparations 
 
No difference between the 
two service provider types 
 

Meeting with 
consultant 

Indirect – 
customer’s 
own 
selection 
time 

Time needed for meeting with 
companies and going through 
the work. 4 hrs/ meeting 
 
 
 
Indirect Effect  
Project manager + 2 project 
team members 
3 * 4 hrs working time= 
360 EUR 
 

Time needed for 
meeting with 
companies and 
going through the 
work 
 
Indirect Effect  
Project manager + 
2 project team 
members 
3 * 4 hrs working 
time= 
360 EUR 
 

Indirectly no difference. 
Service provider does not bill 
these hrs 
 
 
(2 * 4 hrs * 3 persons should 
be considered as sunk costs 
= 720 EUR) 
 
 

Selection 
meeting 
 
 
 

Indirect – 
customer’s 
own 
selection 
resources 
and time  

Indirect Effect  
Meeting (4 hrs)  with 5 
steering committee members 
= 5 * 120 EUR = 600 EUR  
 
 
 

This phase does 
not exist 

Indirect Effect 
5 * 4 hrs working time 
savings for more effective 
purpose by using long-term 
service provider 600  EUR 

Direct – 
service  
provider’s 
resources 
and 
assignment 
time  

Direct Effect 
1 consultant, 8 hrs 
1200 EUR 
 
 

Direct Effect 
1200 EUR savings by using 
long-term service provider 
 
 

Detailed 
presentation 
to the new 
selected 
service 
provider 

Indirect – 
customer’s 
own 
assignment 
time  
 

Indirect Effect  
Project manager’s time 1 day 
225 EUR 
 
 

This phase does 
not exist  
 

Indirect Effect 
8 hrs of project manager’s 
working time savings for 
more value-creating purposes 
by using long-term service 
provider = 150 EUR 

Direct – 
service  
provider’s 
assignment 
time  

Direct Effect 
1 consultant, 4 hrs 
TOTAL 
600 EUR 

Direct Effect 
1 consultant, 4 hrs 
440 EUR 
 

Direct Effect 
160 EUR savings by using 
Long-term service provider 
 

Presentation 
of the product 
(Consultant 
presents to 
project 
manager) Indirect – 

customer’s 
own 
assignment 
time 

Indirect Effect  
Project manager’s time 4 hrs 
TOTAL 4 hrs= 
120 EUR 
 
 

Indirect Effect  
Project manager’s 
time 4 hrs 
TOTAL 4 hrs= 
120 EUR 
 

Indirect Effect 
No difference 

Internal 
Project 
meeting 

Indirect – 
customer’s 
own 
resources 
and 
assignment 
time  

Indirect Effect  
2 hrs/ meeting. Project 
manager’s + 2 team 
members time 3 * 2 hrs 
TOTAL 6 hrs= 
180 EUR 
 

Indirect Effect  
Project manager’s 
+ 2 team members 
time 3*2 hrs 
TOTAL 6 hrs= 
180 EUR 
 

Indirect Effect 
No difference 
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Direct – 
service  
provider’s 
assignment 
time  
 

Direct Effect 
1 consultant, 4 hrs 
 600 EUR 

Direct Effect 
600 EUR savings by using 
long-term service provider 
 

Meeting with 
service 
provider 

Indirect – 
customer’s 
own 
assignment 
time 

Indirect Effect  
Project manager’s time 4 hrs 
TOTAL 4 hrs= 
120 EUR 

This phase does 
not exist – A phone 
call is enough 
 

Indirect Effect 
Project manager’s time 120 
EUR 

Direct – 
service  
provider’s 
assignment 
time  
 

Direct Effect 
1 consultant, 4 hrs 
600 EUR 
 
 

Direct Effect 
1 consultant, 4 hrs 
440 EUR 
 
 

Direct Effect 
160 EUR savings by using 
Long-term service provider 
 

Presenting the 
final outcome 

Indirect – 
customer’s 
own 
assignment 
time 

Indirect Effect  
Project manager’s time 4 hrs 
120 EUR 

Indirect Effect  
Project manager’s 
time 4 hrs 
120 EUR 

Indirect Effect 
No difference 

TOTAL 
PROCESS 

 Direct  
3000EUR 
 
 
Indirect 
450+360+600+225+120+ 
180+120+120= 
2175  EUR 

Direct  
880EUR 
 
 
Indirect 
450+360+120+180
+120= 
1230 EUR 

Direct Effect 
Difference 2120 EUR 
 
 
Indirect Effect 
Difference 945 EUR 

Cost of the 
product 

Direct – 
Price/Finan
cial 

Direct 
2000 EUR 

Direct  
1700 EUR 

Difference 
300 EUR 

TOTAL  Direct 
3000+2000 =  
5000 EUR 
 
Indirect  
2175 EUR 
 
(Sunk costs 450 EUR) 

Direct 
880+1700=  
2580 EUR 
 
Indirect 
1230EUR 

DIFFERENCE 
Direct Effect 
2420 EUR 
 
Indirect Effect 
945 EUR 

 
Table 24 summarizes the monetary effects in the graphical design IT consulting 
assignment. Unlike the advertising agency case, the long-term IT service provider has a 
lower price in the framework agreement than what could be achieved by asking for 
competing offers. Hence, the positive process effects are multiplying the positive lower 
price effect in the case of long-term service provider, and no trade-off between price and 
process aspects can be achieved in this case.  
 
The customer company has 15-20 similar scale IT projects yearly. Hence, if we multiply 
the effects of one assignment with the number of projects (e.g. 15), the direct and indirect 
annual monetary effects can be summarized as follows (see Table 25). 
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Table 25 Summary of yearly monetary effects in the IT consulting case 

 One-time service provider  Long-term service provider 
Direct effects 15 * 5000 EUR = 

75 000 EUR 
 

15 * 2580 EUR = 
38700 EUR 

Indirect effects 15 * 2175 EUR = 
32625 EUR 
 

15 * 1230 EUR =  
18450 EUR 
 

TOTAL 107625 EUR 57150 EUR 

 
As in the Advertising agency case, the indirect monetary effects would materialize only if 
the project manager is able to use the saved time for more value-adding activities, for 
instance, to manage multiple projects in parallel.  

4.4.3 Monetary value of the service delivery process – Case: Training and learning 
services 
 
In the Training and learning services case the customer is an industrial company with a 
large scale IT implementation program. Training and learning services are used in the 
individual projects within the IT program. The training manager has a long-term service 
provider for the purpose, but may alternatively select one-time providers. 
 
Assumptions in Training and learning consulting: 
- One-time service provider 127.50 EUR/hr (-15% compared to Long-term provider) 
- Long-term service provider 150 EUR/hr (daily rates based on 8 hrs) 
- Training manager’s salary 3000 EUR month, 4500 EUR/month with social costs, 30 EUR/hr 
- Assignment lasts 10 weeks 
- 4 consultants needed in an assignment when long-term service provider is used 
- 4.8  consultants (+20%) needed when one-time service provider is used 
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Table 26 Financial value – Training package creation  

 
 
Training package creation  
 
Assignment 
process 
phase 

Value factor 
category 

One-time service 
provider 

Long-term service 
provider 

Difference in monetary 
terms 

Own 
preparations 
for selection/ 
new project 
 

Indirect – 
customer’s 
own selection 
time 

Time needed to create 
briefing package 
20 hrs 
 
 
Indirect effects 
20 * 30 EUR = 
600 EUR 
 

Time needed to 
create briefing 
package 
4 hrs 
 
Indirect effects 
4 * 30 EUR =  
120 EUR 
 

 
 
 
 
 
Difference 
480 EUR 

Briefing 
presentations/ 
service 
provider 
interviews 
 
 
 
 

Indirect – 
customer’s 
own selection 
time 

Time needed for briefing 
presentations 3 vendors 
3 days = 24 hrs 
 
 
Indirect effects 
8 * 30 EUR =  
240 EUR 

Time needed for 
telephone/ and e-mail 
briefs  
4 hrs 
 
Indirect effects 
4 * 30 EUR =  
120 EUR 

Difference 
120 EUR 
 
16 hrs (related to the two 
vendors not selected 
should be considered as 
sunk costs) 480 EUR 

Continuous 
work 
 
 
 
 
 
 
 
 

 Direct - 
service 
provider’s 
assignment 
time 

Uses 20% more 
time/resources  week to 
achieve the result 
 
Direct effects 
4,8 consultants * 1020 
EUR * 50 days= 
244 800 EUR 
 
 

Resources/time 
needed to achieve the 
result 
 
Direct effects 
4 consultants * 1200 
EUR * 50 days = 
240 000 EUR 
 
  

Difference 
4800 EUR 

Continuous 
work 
 
 
 
 
 
 
 
 
 
 

Indirect – 
customer’s 
own 
assignment 
time 

Time needed for weekly 
meetings and monitoring 
12 hrs 
 
Indirect effects 
12 * 30 EUR * 10 weeks =  
3600 EUR 
 
 
 
 
 

Time needed for 
weekly meetings and 
monitoring 6 hrs 
 
Indirect effects 
6 * 30 EUR * 10 
weeks =  
1800 EUR 
 
 
 
 

Difference 
1800 EUR 

 TOTAL 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Direct 
244800 EUR 
 
Indirect 
600+240+3600= 
4440 EUR 
 
(Sunk costs 
480 EUR) 
 
 
 
 
 

Direct 
240000 EUR 
 
Indirect 
120+120+1800= 
2040 EUR 
 
 
 
 
 
 
 
 

Difference 
Direct 
4800 EUR 
 
Indirect 
2400 EUR 
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This company may have five similar projects yearly, hence the direct effect on an annual 
basis is:  
 

Table 27 Summary of yearly monetary effects in the Training and learning services 

 One-time service provider  Long-term service provider 
Direct effects 5 * 244800 EUR = 

1 224 000 EUR 
 

5 * 240000 EUR = 
1 200 000 EUR 

Indirect effects 5 * 4400 EUR  = 
22 200 EUR 
 

5 * 2040 EUR = 
10 200 EUR 
 

TOTAL 1 246 200 EUR 1 210 200 EUR 

 
In this case, the indirect effects materialize only if the training manager can use the saved 
time for more value-adding activities. For instance, by saving time when working with 
the long-term service provider, the training manager can be more actively involved in the 
change process at the overall company level, and facilitate a faster adoption of new IT 
tools. This should lead to more effective use of new tools and, hence, to overall cost 
savings.  

4.5 Discussion 
 
This chapter has illustrated the tentatively developed concepts – selection criteria, 
perceived value, and monetary value – by analyzing three case companies. Even though 
only the selected three companies have been described in detail, the appendices of this 
report present summary tables of seven additional case companies. Findings from these 
additional case companies will be incorporated into this discussion.  
 
The first empirical research question stated that the selection criteria may not be based on 
monetary value. The empirical evidence indicates that the selection criteria are primarily 
used to minimize the risk related to the assignment outcome, and to maximize perceived 
positive expectations. Empirical selection criteria results are in line with the existing 
literature, and indicate that the process aspects become important only when the customer 
has prior experience with the service provider. As in the existing literature, the process 
aspects in the selection phase are restricted to the perceived view rather than to an attempt 
to analyze monetary value57. Table 28 summarizes the selection criteria related findings58. 

                                                 
57 However, after analyzing process aspects and going back to selection criteria, the process-related criteria 
may be seen in a different light.   
58 The table incorporates both findings presented in the three cases of this chapter and in the seven cases 
summarized in Appendix 2. 
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Table 28 Summary of selection criteria based on empirical evidence 

 
Selection criteria category Standard selection criteria Selection criteria used with 

prior experience with service 
provider 

Resources � Strategic view 
� Creativity 
� Competence in a specific 

problem/ geographical area 
� Competence of team 
� Industry experience 
� Ability to describe the 

customer’s needs 
� Knowledge/ understanding of 

the customer’s problem area 
� Methods and processes 
� Certifications 
� Global network/ Global 

presence 
� Company’s quality and 

competence profile 
� People & successor planning 
� Customer orientation, 
� Account manager 
� Innovation 
� Values/ Philosophy 

 

Reputation � Brand name 
� References (team specific, 

industry specific) 
� Recommendations 
� Reputation 

 

Financial � Price, standard prices, price 
differences 

� Commission and profitability 
� Monetary factors 

 

Facts � Size of the company 
� Product features 

 

Personal characters � Individual professional  
Actual outcome � Historical performance 

� Outcome of trial work 
� Outcome of previous 

work 
Service delivery process � Described process � Project management 

� Communication 
� Effective way of 

working 
� Resource 

management 
� Flexibility 
� Keeping promised 

timetables 
� Actual process 
� Keeping promised 

pricing 
� Continuous attention 

to the customer 
Learning � Learning from different service 

providers 
� Person’s/ team’s own 

learning 
 

Other � Internal politics 
� Own status inside the 

company 
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Table 28 illustrates that selection criteria associated with the Resource category are the 
most wide ranging in terms of the amount of articulated criteria. The empirical findings 
seem to be in line with the existing literature. Likewise, the criteria in the Reputation 
category reflects the view in the existing literature. On the other hand, in the Financial 
category, there is a new criterion compared to the listed selection criteria in Chapter 3. 
Commission and profitability mentioned in the Portfolio management services case 
(summarized in Appendix 2) reveals a sub-industry specific criterion. In this case, the 
customer of the portfolio management services – an insurance company, which is 
providing a selection of funds to its own customers, and buying the fund/portfolio 
management services from outside service providers – receives a fee from the service 
provider. The fee is based on the volumes of the specific service provider’s product 
(fund) that the insurance company (customer of the portfolio management services) is 
able to sell to the end customers. Hence, in this case the Financial selection criterion does 
not refer to ‘price paid’ but rather to ‘fee received’ instead. In the Facts category, the 
‘size of the company’ criterion mirrors the existing literature, and the ‘product features’ 
reflect a sub-industry aspect – IT consulting services – where the IT program/software 
features have weight in the selection phase. 
 
The existing literature referred to in Chapter 3 suggested that the Actual outcome 
category becomes relevant when the customer has prior experience with the service 
provider and so can base the selection on the known facts about previous outcomes. In 
addition to similar kinds of findings, there were two case companies which were able to 
use the Actual outcome category also in a situation where they were selecting a new 
service provider. In Portfolio management services, the customer had access to the actual 
historical figures representing a fund’s financial performance. In one of the Advertising 
agency service cases (Advertising agency 2), the customer requested a trial piece of work 
from the alternative service providers, and used the achieved outcome as a selection 
criterion. 
 
Similarly, Chapter 3 suggested that the Service delivery process category becomes 
relevant when the customer has prior experience with the specific service provider. In 
two of the cases (Training and learning services and Portfolio management services) the 
customer asked the alternative service providers to describe the service delivery process 
(“how are you going to do it?”), and used this description as a selection criterion. Thus, 
the criterion was used also in the cases where case companies did not have prior 
experience with a specific service provider. In the Learning category, the general 
impression was that the learning was not considered to be among the most important 
criteria. The learning aspects were mostly associated with a specific individual’s learning, 
and hence sometimes the comments reflected a view that “one can learn more by working 
with several service providers”. Consequently, the learning aspects do not necessarily 
support the beneficial nature of a long-term relationship. Two criteria that were 
mentioned did not fit into any of the tentative categories and, hence, they are summarized 
in Other category. 
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After analyzing the monetary value associated with the service delivery process and 
coming back to selection criteria and perceived value factors discussed in Chapter 3, the 
process aspect gets new weight in terms of financial value. For instance, in the 
Advertising agency case, the marketing manager stated that her supervisor (managing 
director) puts more weight on the price factor as a selection criterion than she does 
herself. However, the marketing manager has a better ability to judge the process 
effectiveness aspects, since she participates actively in the assignment process. If these 
aspects were analyzed in the selection phase, there could be potential to re-weight the 
importance of each criterion. 
 
The second empirical research question in the beginning of this chapter stated that the 
value is more than a function of price, quality, and convenience. The assignment 
processes analyzed in this chapter reveal that not only are perceived value-related 
components such as price, quality and convenience important, but that there may be 
monetary value built into the assignment process also from a customer perspective. These 
aspects will be summarized here and further developed in Chapter 5.  
 
In many cases, effective project management and communication are facilitated if a long-
term service provider is used (perceived process value), but the hourly cost of the long-
term service provider is in most cases higher than with a short-term service provider. 
Interestingly, there are three cases (IT consulting services presented in this chapter, and 
Advertising agency services 2 and 3 presented in the Appendix 3) where the prices are 
stated to be the lowest possible with the current long-term service provider, and where 
requesting competing offers would not lead to lower prices. In these cases, possible 
process effectiveness related savings associated with a long-term service provider are 
reinforced with the effect of the lower hourly price. 
 
When analyzing the monetary effects of the assignment process, it is evident that in all 
three cases analyzed in detail in this chapter, both direct and indirect monetary cost 
effects are smaller when a long-term service provider was selected as from the beginning. 
Then especially the indirect effects related to the selection phases are excluded. Table 29 
summarizes these effects from the perspective of using a one-time service provider 
instead of a long-term partner. 
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Table 29 Summary of monetary value factors related to one-time service provider  

 
Even if the monetary effects are quite simple to interpret, one should not analyze them in 
isolation. For instance, the weight of the assignment process in the total assignment 
related costs varies depending on the professional service type. In advertising agency 
services the service delivery process may not have a large effect on the total cost budget, 
if production and media costs are included. On the other hand, the service delivery 
process has a major weight in both IT consulting and in Training and learning services 
cases.  
 
The monetary results may also serve as a basis for sensitivity analyses. For instance, a 
customer could analyze how much lower the price of a one-time service provider should 
be in order to be value creating to the customer. For instance in the Training and learning 
services case, the yearly direct monetary effect was estimated to be 24000 EUR higher in 
the case when a one-time service provider was used. If the one-time service provider’s 
hourly rate were 125 EUR instead of the current estimate of 127.5 EUR, it would not 
matter whether the customer chose the long-term service provider or the one-time service 

                                                 
59 As discussed, the price could be lower or higher depending on an individual case. 

Value factor 
category 

 
DIRECT 

 
No prior experience with the Service provider 

Price/ Financial � Higher/ lower price59 
� Price includes less 
� Lower profitability based on lower commission 

 
Resources 
 
 

� Extra person in some phase(s) of the assignment 
process 

Assignment – time  � One/some phase(s) require(s) extra time due to: 
o Extra meetings 
o Routines are more time consuming 
o Lack of business/brand/system knowledge 

� Communication not optimal � increases errors and 
process becomes less effective 

 
INDIRECT  
Selection – time  � Extra time needed in selection phase preparations 

� Extra meetings needed with alternative service 
providers 
 

Selection – 
resources  
 
 

� Extra resources needed in the selection phase 

Assignment – time  
 
 
 
 
 

� One/some phase(s) require(s) extra time due to: 
o Extra meetings 
o Information requests 

� Extra time needed for monitoring the service 
provider 
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provider. Moreover, if the indirect effects were included in the calculation, an additional 
reduction of 1.25 EUR/hr (hourly rate 123.75 EUR/hr) would be needed to reach the 
indifference rate. In this case the difference is not that large. The direct costs of the long-
term service provider are 98% of those of the one-time provider, and the total monetary 
effect (incl. Indirect effect) is 97% of those of the one-time provider.  
 
However, in the Advertising agency case, the difference is much larger. In the 
recruitment advertisement assignment the total direct costs resulting from working with 
the long-term service provider are only 55% of the costs associated with the transaction 
oriented one-time provider’s work. Furthermore, the indirect costs (marketing manager’s 
time) resulting from working with the long-term provider are only 36% of the indirect 
costs arising from working with a one-time provider. In the image-marketing assignment 
the percentage figures are 70% and 36% respectively.  In the IT consulting services, the 
effect is even more drastic since the long-term service provider is offering a lower rate 
compared to the short term-service provider. Additionally, the cost of the product is lower 
when purchased from the long-term service provider. In order to cover the difference in 
total process and product costs, the one-time service provider would need to lower its 
hourly rate drastically. It should also be noted that in all the three cases, the estimates are 
based on hourly rates. If fixed fees were used, the difference effects would be mostly 
limited to the indirect effects.   

Even if these three case studies suggest that it is financially beneficial for the customer to 
select a long-term service provider, it may not be the case in all situations, and therefore 
the results are suggested to be valid only in their local contexts. It may be also seen in the 
analyses in this chapter and in the summary in Appendix 3 that the different sub-
industries within the professional service spectrum may have their own characteristics 
(e.g. importance of innovation in Advertising agency services). Hence, the contribution of 
this chapter should lie more on understanding how the monetary process analysis could 
be used to determine the most value-creating provider, and not on generalization aspects. 
It should also be remembered that there may be other factors that out-weight the financial 
value. For instance, in the advertising agency case it was suggested that the innovation 
and differentiation capability of a long-term service provider may not stay on an adequate 
level. Table 30 summarizes factors that may in some cases out-weight the financial 
factors analyzed earlier. More detailed case references can be found in Appendix 4.  

Table 30 Non-financial factors that may out-weight financial factors 

 
Value factor Negative/ positive Long-term/ One-time service 

provider 
Better Communication Positive Long-term 
Flexibility Positive One-time 
Continuity and development Positive Long-term 
Difficult to change partner even if needed Negative Long-term 
Pricing goes up Negative Long-term 
Service level/ quality goes down Negative Long-term  
Change needs are not seen Negative Long-term 
Lack of innovation/ pro-activity Negative Long-term 
Too much change drive/ Innovation Negative One-time  
Ways of working are not known Negative One-time 
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Despite potential limitations (e.g. the weight of the process aspects in the total context, 
reduction of innovation), it is suggested that when service delivery process-related 
monetary factors are analyzed, the financial value potential of the long-term relationship 
is revealed.  
 
The main contribution of this chapter in reaching the purpose of the study lies in an 
improved understanding of the aspects that may create monetary value to the customer 
during the assignment process. Since the understanding building of the monetary 
assignment value in this chapter is based on the comparison of long-term and one-time 
service providers, the enhanced insights should be used in situations when this 
comparison applies. Hence, this study suggests that the monetary process aspects and 
related differences between long-term and one-time service providers should be analyzed 
more in detail in the selection phase, in order to maximize the value creation potential 
from a customer perspective (i.e. value cannot be maximized if the ‘wrong’ service 
provider type is selected).  
 
The third empirical question in the beginning of this chapter claimed that there is a 
difference between perceived value and financial value. Some of the authors in the 
business-to-consumer context (e.g. Rust, Lemon and Zeithaml 2000; Rust, Zeithaml and 
Lemon 2000; Rust, Lemon and Zeithaml 2000) build models where customer perceived 
value is causally associated with the financial value creation of the seller’s/service 
provider’s organization (Customer Equity models). In contrast, this study suggests that 
when analyzing value creation from a customer perspective, the perceived value and 
financial value may not have a causal connection but should be rather analyzed as 
separate concepts. This discussion has touched these differences; however, an aggregated 
comparison and analysis will be conducted in the following chapter. 
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5 MODIFYING THE VALUE FRAMEWORK 

The aim of this chapter is to summarize the findings from the case studies, and deepen the 
tentative theoretical framework that was developed in Chapter 3, by the insights that were 
gained from the data generation and analysis of the final case studies in Chapter 4. The 
chapter starts with selection criteria related findings, continues with financial value and 
relationship value, and finally concludes the findings and implications for the customer.60 
The purpose of this chapter is to further contribute to Research questions 4 and 5 
(presented in Chapter 1), facilitated by the empirical research questions I, II and III 
(presented in Chapter 4). 

5.1 Selection criteria 
 
This section focuses on the selection criteria. The contribution of this section lies in 
building an analysis framework for understanding the area of selection criteria and their 
possible inter-linkages with value creation. Since I argue for a need to have a deeper 
understanding of the value potential in the ‘Customer-Service provider’ relationship from 
a customer perspective, this section serves as a sub-result in the understanding building 
process. The analysis in this section aims to contribute to the first empirical research 
question in the beginning of Chapter 4, which stated that selection criteria may not be 
based on monetary value. 
 
Many of the selection criteria associated with new service providers that the respondents 
in the case studies articulated may be linked to the customer’s attempt to minimize the 
risk related to the outcome (e.g. resources, reputation). In contrast, price has an effect on 
cash flow out, and positive personal characters and facts may relate to convenience, 
trustworthiness and other positive perceptions. This is in line with the professional 
services theory and selection criteria (e.g. Edvardsson 1989; Gummesson 1979; Dawes et 
al. 1992) presented in Chapter 3 of this report. Previous experience with the service 
provider may affect the selection, because the customer knows what to expect from the 
service provider during a service delivery process and from an outcome. This can be 
associated with Edvardsson’s (1989) study where previously developed values, respect 
and trust may facilitate the selection process. 
 
This study suggests that all of the selection criteria categories serve one or several 
purposes. By constructing their own judgment and opinion about the service provider’s 
resources, and by selecting the service provider with the most valuable resources in terms 
of probable ability to reach a successful outcome, customers try to minimize the risk that 
the assignment outcome would be unsuccessful. The same purpose is served when relying 
on other’s opinion and the service provider’s reputation. If the financial criteria were used 
in the selection phase, the customer would try to minimize the estimated cash flow out i.e. 
the cost of the assignment. As discussed earlier, facts may have several roles: the large 
size and old age of the company may create a sense of security and, hence, by weighting 

                                                 
60 In the modified framework, also perceived value is included as a component. 
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these criteria, the customer may try to maximize perceived trustworthiness. This purpose 
may also be served by selecting a service provider with a good image and general 
reputation. The location of the company may however relate to maximizing perceived 
convenience when being able to use local language and interact with local people. On the 
other hand, the competence and expertise resources available in the local practice, instead 
of foreign resources, may also have a positive effect (minimize) on the cash flow out. 
Finally, the personal characters of the service provider serve the purpose of maximizing 
perceived positive characters. Figure 16 illustrates the concept of linking selection 
criteria to specific purposes.  
 

 

Figure 16 Selection criteria categories linked with the purpose served  (New service provider) 

 
In Figure 17, the same links are illustrated in the context where the customer has prior 
experience with one of the alternative service providers. In addition to the links presented 
in Figure 16, known personal characters may impact the higher probability and ability to 
maximize perceived positive characters. The actual outcome results from previous 
assignments may help to minimize further the risk related to an unsuccessful outcome (or 
increase further the probability of a successful assignment outcome).  
 
Prior experience with the service provider may also facilitate the value analysis of the 
coming assignment process already in the selection phase. The perceived value purposes 
of understanding the service delivery process may be combined with an understanding of 
aspects of process effectiveness.61 When having an actual service delivery process to 
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evaluate, the customer may also estimate the effectiveness of the service provider’s 
service delivery process, and understand which phases may require less time when 
working with the same service provider again. Moreover, by better understanding the 
aspects of the service delivery process with a specific service provider, the customer 
company may estimate its own learning abilities in the future service processes with the 
same service provider. Furthermore, it may be possible that the new categories and 
purposes should gain a greater weight in the selection process and, hence, reduce the 
importance of the former categories.  
 

 

Figure 17 Selection criteria categories linked with the purpose served (Existing service provider) 

 
In order to be able to combine these propositions and their contribution with the existing 
literature, Table 31 and Table 32 summarize Figure 16 and Figure 17 with existing 
literature (Chapter 3) and the case studies (Chapter 4) in this research report.   

                                                                                                                                                  
61 This is linked with the finding that the respondents referred  only to ‘perceived value related to the 
service delivery process’ when listing the selection criteria. However, after having the insights from the  
monetary assignment process analysis, the same type of analysis could be linked already with the selection 
phase. 
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Table 31 Combining existing literature and new empirical evidence with purposes that the selection 
criteria serve (New service provider) 

 
 

EXISTING LITERATURE 
 

 
TENTATIVE 

FRAMEWORK 
DEVELOPED IN 

CHAPTER 3 

 
CONTRIBUTION FROM CASE STUDIES IN   

CHAPTER 4 

 
SELECTION 
CRITERIA (VALUE 
FACTOR) 

 
LITERATURE 
REFERENCE 

 
CATEGORY 

 
EMPIRICAL CASE 
EVIDENCE IN THIS 
STUDY 

 
PURPOSE 

Price, Total cost Dawes, 
Dowling & 
Patterson 
(1992) 

Financial Advertising agency 1 
IT consulting 1 
Training and learning 
services  
Portfolio management 
services 
IT consulting 2 
Investment bank 
Translation services 
Advertising agency 2 
Advertising agency 3 
Advertising agency 4 
 

Reduce risk related to 
cash outflow (minimize 
price) 

Professional 
competence 

Edvardsson 
(1989) 

Resource/ 
company & 
individual levels 
 
(own judgment) 

Advertising agency 1  
IT consulting 1 
Training and learning 
services  
Portfolio management 
services 
IT consulting 2 
Investment bank 
Translation services 
Advertising agency 2 
Advertising agency 3 
 

Reduce risk related to 
assignment outcome 
(maximize probability of a 
successful assignment 
result)  

Product/superiority 
and innovativeness 

de Brentani & 
Ragot (1996)  

Resource/ 
company level 
 
(own judgment) 

Advertising agency 1 
Training and learning 
services  
Advertising agency 3 
Advertising agency 4 
 

Reduce risk related to 
assignment outcome 
(maximize probability of a 
successful assignment 
result) 

Contact network Edvardsson 
(1989); 
Dawes, 
Dowling & 
Patterson 
(1992) 

Resource/ 
company 
 
(own judgment) 

Training and learning 
services  
Translation services 
Advertising agency 2 

Reduce risk related to 
assignment outcome 
(maximize probability of a 
successful assignment 
result) 

Knowledge, 
relevant 
knowledge, 
specialist know-
how 

Edvardsson 
(1989); 
Gummesson 
(1979); Wang 
& Mowen 
(1997) 

Resource/ 
company & 
individual levels  
 
(own judgment) 

Advertising agency 1 
IT consulting 2 
Training and learning 
services  
Portfolio management 
services 
IT consulting 2 
Investment bank 
Translation services 
Advertising agency 2 
Advertising agency 3 
 
 
 
 
 
 

Reduce risk related to 
assignment outcome 
(maximize probability of a 
successful assignment 
result) 



 107

Relevant 
experience 

Edvardsson 
(1989) 

Resource/ 
company & 
individual levels  
 
(own judgment) 

Advertising agency 1 
IT consulting  1 
Training and learning 
services  
Investment bank 
Advertising agency 2 
 

Reduce risk related to 
assignment outcome 
(maximize probability of a 
successful assignment 
result) 

Industry 
experience, 
experience in 
customer’s industry 

Dawes, 
Dowling & 
Patterson 
(1992) 

Resource/ 
company & 
individual levels  
 
(own judgment) 

Advertising agency 1 
Investment bank 
Advertising agency 2 
 

Reduce risk related to 
assignment outcome 
(maximize probability of a 
successful assignment 
result) 

Full range of 
services 

Dawes, 
Dowling & 
Patterson 
(1992) 

Resource/ 
company & 
individual levels  
 
(own judgment) 

 Reduce risk related to 
assignment outcome 
(maximize probability of a 
successful assignment 
result) 

Reputation in a 
specific functional 
area 

Dawes, 
Dowling & 
Patterson 
(1992) 

Reputation 
 
 
(others’ opinion) 

 Reduce risk related to 
assignment outcome 
(maximize probability of a 
successful assignment 
result) 

References from 
previous customers 

Edvardsson 
(1989); 
Dawes, 
Dowling & 
Patterson 
(1992) 

Reputation 
 
 
(others’ opinion) 

Advertising agency 1 
IT consulting case 1 
Training and learning 
services  
Investment bank 
Advertising agency 3 
Advertising agency 4 
 

Reduce risk related to 
assignment outcome 
(maximize probability of a 
successful assignment 
result) 

Other consultants’ 
recommendations 

Dawes, 
Dowling & 
Patterson 
(1992) 

Reputation 
 
(others’ opinion) 

 Reduce risk related to 
assignment outcome 
(maximize probability of a 
successful assignment 
result) 

General reputation 
(firm), Image 

Edvardsson 
(1989); 
Dawes, 
Dowling & 
Patterson 
(1992) 

Reputation 
 
 
(others’ opinion) 

Advertising agency 1 
IT consulting case 1 
Training and learning 
services case 
Portfolio management 
services 
IT consulting 2 
Investment bank 
Advertising agency 2 
Advertising agency 3 
Advertising agency 4 
 

Maximize perceived 
trustworthiness of the firm 

Size of the firm Dawes, 
Dowling & 
Patterson 
(1992) 

Fact IT consulting 1 
Training and learning 
services  
Translation services 
 

Maximize perceived 
trustworthiness of the firm 

Location of the firm Dawes, 
Dowling, 
Patterson 
(1992) 

Fact Training and learning 
services  
Translation services 
 

Maximize perceived 
convenience 

Age of the firm Dawes, 
Dowling & 
Patterson 
(1992) 

Fact  Maximize perceived 
trustworthiness of the firm 

Frames of 
references, 
methodology used, 
equipment 

Edvardsson 
(1989); 
Patterson & 
Spreng (1997) 

Resource/ 
Company 
 
 
(own judgment) 
 

IT consulting 1 
 
 
 
 
 
 
 
 

Reduce risk related to 
assignment outcome  
 
(maximize probability of a 
successful assignment 
result) 
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Team of 
consultants 

Edvardsson 
(1989) 

Personal 
characters 
 
(own perception) 

Advertising agency 1 
Investment bank 
Advertising agency 2 

Maximize perceived 
positive characters 

Individual 
consultant/ 
professional 

Gummesson 
(1979); 
Edvardsson 
(1989); 
Dawes, 
Dowling & 
Patterson 
(1992) 
 

Personal 
characters 
 
(own perception 

Advertising agency 1 
 

Maximize perceived 
positive characters 

Co-operative 
ability, personal 
chemistry  

Edvardsson 
(1989) 

Personal 
characters 
 
(own perception) 
 

 Maximize perceived 
positive characters 

Inspiring 
confidence 

Edvardsson 
(1989) 

Personal 
characters 
 
(own perception) 
 

 Maximize perceived 
positive characters 

 

Table 32 Combining existing literature and new empirical evidence with purposes that the selection 
criteria serve (Existing service provider) 

 
 

EXISTING LITERATURE 
 

 
TENTATIVE 

FRAMEWORK 
DEVELOPED IN 

CHAPTER 3 
 

 
CONTRIBUTION FROM CASE STUDIES IN CHAPTER 

4 

 
SELECTION 
CRITERIA (VALUE 
FACTOR) 

 
LITERATURE 
REFERENCE 

 
CATEGORY 

 
EMPIRICAL CASE 
EVIDENCE IN THIS 
STUDY 

 
  PURPOSE 

Prior experience 
with the firm 

Dawes, 
Dowling & 
Pattersson 
(1992) 

General  More information available 
� minimize risk related to 
outcome 

Prior experience 
with the consultant 

Dawes, 
Dowling & 
Pattersson 
(1992) 

General  More information available 
� minimize risk related to 
outcome 

Outcome in 
previous 
assignments, 
Solution, 
Implementation of 
a solution, result of 
implemented 
solution 

Patterson & 
Spreng 
(1997); 
Gummesson 
(1979); Wang 
& Mowen 
(1997) 

Actual outcome 
 
(Own 
knowledge) 

Portfolio management 
services 
Translation services 
Advertising agency 2 

May be easier to estimate 
the probability of a 
successful outcome � 
reduced risk related to 
outcome 

Service delivery, 
the way service is 
delivered by 
contact personnel, 
Way of operating 
an assignment, 
Diagnosis, 
formulation of the 
problem and goal, 
service experience 
 

Wang & 
Mowen 
(1997); 
Gummesson 
(1979); de 
Brentani & 
Ragot (1996) 

Service delivery 
process 
 
(Own knowledge) 

Advertising agency 1 
IT consulting 1 
Portfolio management 
services 
IT consulting 2 
Investment bank 
Translation services 
Advertising agency 2 
Advertising agency 3 
Advertising agency 4 
 
 
 

Effectiveness in service 
delivery process � 
minimize risk related to 
process  
 
More information about 
service delivery process � 
minimize perceived risk/ 
maximize perceived 
positive characters 
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Problem 
identification 

Patterson & 
Spreng (1997) 

Service delivery 
process 
 
(Own 
knowledge) 

IT consulting 1 
 
 

Effectiveness in service 
delivery process � 
minimize risk related to 
process, minimize cash 
flow out  
 
More information about 
service delivery process 
� minimize perceived 
risk/ maximize perceived 
positive characters 

Diagnosis, 
formulation of the 
problem and goal 

Gummesson 
(1979); Turner 
(1982) 

Service delivery 
process 
 
(Own 
knowledge) 

IT consulting 1 
 
 

Effectiveness in service 
delivery process � 
minimize risk related to 
process  
 
More information about 
service delivery process 
� minimize perceived 
risk/ maximize perceived 
positive characters 

Facilitating 
customer learning, 
customer 
participation 

Turner (1982); 
de Brentani & 
Ragot (1996) 

Learning/ 
Service delivery 
process 
 
(Own 
knowledge) 

Advertising agency 1 
 
 

More information � 
Maximize learning 

Trust signals Edvardsson 
(1989) 

Personal 
characters 
 
(Own 
knowledge) 

 More information � 
Maximize perceived 
positive characters 

Values, respect Edvardsson 
(1989) 

Personal 
characters 
 
(Own 
knowledge) 

IT consulting 2 
Advertising agency 3 

More information � 
Maximize perceived 
positive characters 

Pedagogical 
competence 

Edvardsson 
(1989) 

Personal 
characters 
 
(Own 
knowledge) 
 

 More information � 
Maximize perceived 
positive characters 

Social competence, 
behavior 

Edvardsson 
(1989) 

Personal 
characters 
 
(Own 
knowledge) 

 More information � 
Maximize perceived 
positive characters 

Own process 
effectiveness 

  Advertising agency 1 
IT consulting 2 
Training and learning 
services  
Investment bank 
Translation services 
Advertising agency 2 
Advertising agency 3 
Advertising agency 4 
 

Maximize own process 
effectiveness 

Service provider’s 
process 
effectiveness 

  Advertising agency 1 
IT consulting case 1 
Training and learning 
services  
IT consulting 2 
Translation services 
Advertising agency 3 
 

Maximize service 
provider’s process 
effectiveness 
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The two last rows of Table 32 are associated with the new information provided by the 
case studies, whereas the other items may be compared with the existing literature. This 
study proposes that selection criteria in the existing literature are used, firstly, to reduce 
uncertainty related to the service assignment outcome, and secondly, to the attempt to 
maximize the value of the outcome. The criteria used are associated with price or with a 
service provider’s resources such as expertise and competence. However, if the process 
analysis aspects are added into the selection analysis, these may become important 
selection criteria. 
 
For instance, if the price paid for the service assignment is minimized, the return on 
investment (ROI) is likely to be maximized with the expected uncertain assignment 
outcome, and the uncertain monetary benefits associated with the outcome (e.g. cost 
reduction or revenue increase that depends on the assignment type). Furthermore, the 
uncertainty is reduced by asking for references from the service provider’s previous 
assignments and customers, as well as securing experience, competence and expertise-
related factors. Moreover, previous experience with the service provider is suggested to 
have an effect on the risk perception related to the outcome. The process aspects (two last 
items) in Table 32 will be revisited after the assignment process analysis in Section 5.2. 
 
In summary, in addition to the attempt to maximize perceived value, there are two 
monetary value-related objectives with the selection criteria that can be identified in the 
existing literature and in the selection criteria related case study material: 
1) maximize the value of the outcome 
2) minimize risk related to the outcome62 

These aspects are summarized in Figure 18, where the selection criteria are linked with 
short-term and long-term value. The short-term perceived value related to the selection 
criteria are associated with the buyers’ perceptions, and expectations of the service 
provider’s personal characters, service delivery process, and possibilities for learning 
during the process. These aspects are assumed to be experienced in the short term 
(before, during, or shortly after the service delivery process). On the other hand, since the 
selected cases were associated with assignments where the financial outcome value (e.g. 
‘image marketing campaign producing increased sales in the longer term’ or ‘training of 
employees leading to cost savings due to more effective processes in the future’) was not 
expected to be easily estimated or realized in the short term but rather the expectations of 
the financial benefits are assumed to be seen in the longer term, the outcome value is 
illustrated as a long-term value component. Hence, Figure 18 assumes that the customer 
companies are interested in the financial assignment results (even if they are not included 
in the detailed scope of this report), and some of the selection criteria are associated with 
maximizing the financial value of the outcome (a successful outcome would either 
minimize the future cash flow out – e.g. reduce costs in the future – or maximize the 

                                                 
62 Even if the risk was suggested to be analyzed (‘mentally’) as perceived risk when purpose uses for 
selection criteria were outlined in Section 4.3, the mental focus is now transferred to financial risk, as 
described in Section 1.6.2.3. In other words, the buyer/customer company is  assumed to be – at the end – 
interested in the financial value of the outcome (even if it is not easily quantifiable nor within the detailed 
analysis scope of this study).   
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future cash flow in – e.g. increase revenues in the future) or reducing the risk related to 
outcome (or maximize the probability of a successful – financial – outcome). The short-
term value impacts are associated either with maximizing of perceived value during an 
assignment or with minimizing the price paid. 

 

 

Figure 18 Selection criteria and value 

 
If the selection criteria in the existing literature are analyzed by using the two 
components (Transaction value and Relationship value) of Equation 4 by Grönroos 
(2004), it seems that these are mainly associated with the transaction component. This 
study suggests that the purpose of selection criteria is to serve as means to secure the 
transaction (assignment outcome) value which can be measured only in a longer term. 
There are no indications that the outcome would be better if a long-term service provider 
is used, as opposed to a transactional one-time provider. In the same manner, if the two 
components (Core value and Added value) of Equation 3 by Grönroos (1998) are used, it 
seems that the selection criteria (in the case settings of this study) are used to secure the 
core value, and do not necessarily have any favorable links to long-term relationship that 
possibly could provide additional value.  
  
In contrast, empirical findings in this study suggest that process effectiveness factors may 
gain weight in the selection phase in order to determine whether additional Relationship 
value is generated during the service delivery process. Based on the empirical findings, 
the monetary value related objectives of process effectiveness aspects will be expanded in 
Section 5.2. 
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- Value created in 
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-
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Minimize Cash flow out
Maximize Cash flow in
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Minimize risk related to assignment outcome/ 
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outcome 
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Perceived learning
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Perceived service 
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5.2 From perceived value to financial value in the assignment process 
 
When it comes to perceived value, this study suggests that the perceptions of the service 
delivery process related factors seem to be more easily observable than outcome-related 
factors. This can be compared with Gummesson (1981) who claims that it is difficult to 
measure the success of an assignment, and it is even more challenging to determine if 
another professional would have achieved a better outcome. The sentiment of perceived 
value during an assignment process is, however, subjectively experienced and, hence 
subjectively comparable in connection with different service provider types (long-term 
vs. one-time). In other words, the sentiment of different value perceptions associated with 
different service providers can be compared. This study accentuates the difference 
between a one-time service provider and a long-term service provider.  
 
Based on the findings in this study, I propose that the value perception may not be 
identical to monetary value, and that by enhancing the understanding concerning 
monetary value, improved insights related to total value concept can be achieved. This 
section contributes to the analysis of the second and third empirical research questions 
presented in the beginning of Chapter 4. The second empirical research question claimed 
that value is more than price, quality and convenience. Based on the discussion in 
Chapter 4, it has become evident that there may be additional constructs than perceived 
value incorporated in the customer’s value creation. Specifically, additional value may be 
evaluated in financial terms.63 The third empirical research question stated that there is a 
difference between perceived value and financial value. The difference is suggested to lie 
in the monetarily measurable value, which is stated to be more objective than perceived 
value, which is experienced subjectively. Table 33 summarizes these aspects. 
 

Table 33 Comparison of perceived value and monetary value 

 
 

Perceived value 
 

Monetary value 
Perceived value 
Customer perceived value (CPV) 
 

Monetary value 
Customer monetary value (CMV) 

Perceived sacrifices 
Perceived benefits 
 

Monetary value of own time  
Monetary value of service provider’s time 

Indirect and direct effects on perceived value Indirect and direct effects on monetary value 
 

 
This section will first focus on the measurability of value built in the service delivery 
process, then summarize the concept of relationship value, and finally link selection 
criteria with relationship value.    
 

                                                 
63 However, it was noted in Chapter 4 that the customer company representatives were not used to think in 
monetary terms when asked about value creation during an assignment. 
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The final case studies and the discussion in Chapter 4 (Table 29) presented monetary 
value factors. In order to be able to use these findings at a more general level64, this study 
suggests some value measures. The following table (Table 34) summarizes these 
measures in the third column.  
 

Table 34 Value measures in Customer value framework  

 
 
 

                                                 
64 This study is based on a constructivist paradigm, where the focus is on subjectivity. Hence, the monetary 
figures presented in Chapter 4, are not suggested to be valid at a general level, but solely on the local 
contexts of the specific cases. However, understanding building based on these specific cases has helped 
the researcher to find concepts that may be useful in more general settings. Table 34 is an example of this 
understanding-building process. 

Value factor 
category 
 

No prior experience with the 
Service provider 

General value measure 

DIRECT   
Price/ Financial � Higher/ lower price 

� Price includes less 
� Lower profitability based on 

lower commission 

� Contract price 
� Invoiced total cost 

Resources 
 
 

� Extra person in some 
phase(s) of the assignment 
process 

� Number of resources needed 
in an assignment 

� Number of man-hours/days 
needed in an assignment 

Assignment –time  � One/some phase(s) 
require(s) extra time due to: 

o Extra meetings 
o Routines more time 

consuming 
o Lack of business/ 

brand/ system 
knowledge 

� Communication not optimal 
� increases errors and 
process becomes less 
effective 

� Hours/days spent in an 
assignment 

� Hours/days invoiced 
� Calendar days in an 

assignment process 

INDIRECT  �  
Selection – time  � Extra time needed in 

selection phase preparations 
� Extra meetings needed with 

alternative service providers 
 

� Hours/days spent in the 
selection phase 

� Days needed before an 
assignment gets started 

Selection – 
resources  
 
 

� Extra resources needed in 
the selection phase 

� Resources needed in the 
selection phase 

Assignment – time  
 
 
 
 
 

� One/some phase(s) 
require(s) extra time due to: 

o Extra meetings 
o Information 

requests 
� Extra time needed for 

monitoring the service 
provider 

� Work hours in each process 
step 

� Work hours in the total 
assignment 

� Sales impact from a faster 
process 
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The third column of Table 34 describes general measures that can be used to compare a 
one-time and long-term service provider. In the existing professional service literature, 
the buyers/customers seem to evaluate alternative service providers solely based on 
external costs, such as price. As indicated in the case studies, however, a lower hourly 
contract price may be offset or reinforced by process effectiveness factors that also 
include customer’s internal ‘cost categories’, which are summarized under Indirect value 
factor category in Table 34. Both the direct and indirect value factor categories may be 
used as an analysis basis with relationship value (i.e. additional value associated with a 
long-term service provider). The following section focuses on the relationship value, and 
the process aspects of possible relationship value. 

5.2.1 Relationship value 
 
Professional services literature accentuates the outcome of the service assignment 
(Edvardsson 1989; Gummesson 1979; Maister 1993), while service marketing and 
management literature (e.g. Grönroos 2000) focuses on the process nature of services. 
 
This study suggests that the service provider’s resource factors that may be linked with 
the favorable outcome of the service assignment do not depend on the nature of 
customer-service provider interaction (short-term transaction oriented vs. long-term 
relationship) and thus, additional relationship value cannot be associated with the 
assignment outcome. In other words, this study has not found any indication that by 
selecting a specific service provider type (long-term or one-time) the assignment outcome 
would be better. The indications from the interviews (although not included in the 
detailed analysis, since the outcome value was not included in the detailed scope) suggest 
that a successful outcome is rather linked with the experience, expertise etc. of the service 
provider’s resources than with the short-term or long-term nature of the interaction. 
However, since the area has not been studied in detail, this study concludes that 
relationship value was not identified, but the finding is valid solely within the limitations 
set at the outset of the study.    
 
In contrast, the factors related to the service assignment process clearly favor the long-
term service provider. The findings indicate that the customer respondents did not think 
in monetary terms in the beginning and had some difficulties at first in quantifying 
perceived value factors such as easiness, which can partly be converted to process 
effectiveness in cases where time is used as a measure65. Relationship marketing 
literature has accentuated the financially beneficial nature of long-term customer 
relationships from a service provider perspective. The monetary benefits to the customer, 
however, have been unclear. The case settings in this study suggest that also the customer 
can benefit (financially, in form of more effective process) from having a long-term 
relationship with a service provider.  
 

                                                 
65 It should be noted, however, that all perceived value factors cannot be converted into measurable value, 
and the suggestion from this study is that there is no need to try to do so. 



 115

If the selection criteria are used to secure core value or transaction value (Grönroos 1998 
and 2004) related to the service assignment outcome (by using expertise, experience, 
price etc. as selection basis), a long-term service provider – or a service provider who is 
aiming at a long-term relationship – does not have a competitive advantage in the 
selection stage. However, additional value to the customer, in the form of relationship 
value, is produced during the service delivery process in the form of a more effective 
process. Therefore, the service provider could help the customer to see the monetary 
benefits of building a longer-term relationship with the service provider.  
 
 

 

Figure 19 Relationship value from a customer perspective 

 
Figure 19 summarizes the areas of relationship value to the customer. In the figure and in 
Chapter 4 the direct and indirect value effects were bifurcated. The importance of the 
indirect effects has not been directly neglected, but it has been emphasized that the 
indirect value effects materialize only if the time which is saved in the customer 
company’s own process can be used for more value-adding activities. Table 35 
summarizes activities that can be linked with more value added for the business and, 
hence, to further enhance monetary value creation. However, it should be noted that not 
all the effects can be seen instantly but rather in the longer term. 
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Table 35 Value-adding activities if time is saved in a long-term relationship  

 
Value adding 
activity 
 

Case reference Comment Long-term effect 

More time for direct 
sales 

Advertising agency 
services 1 

Marketing manager’s 
and managing director’s 
time 

Revenue increase 

More time for strategic 
planning 

Advertising agency 
services 1 
Advertising agency 2 
Investment bank 

Managing director’s time Revenue increase 
Cost savings 

More focus on change 
program 

Training and learning 
consulting 

Less time needed for 
assignment / more 
effective change 
program 

Cost savings 

More time to write 
analysis reports 

Training and learning 
consulting 

Management makes 
more informed decisions 

Cost savings 

More time to manage 
additional projects 

IT consulting 1 
Portfolio management 
services 

More effective process Cost savings 

Better quality analysis Portfolio management 
services 

More informed decisions Revenue increase 

More time for learning Portfolio management 
services 
Training and learning 
consulting 
Advertising agency 1 

Use the enhanced skills 
in the future 

Cost savings 

Assisting other 
organizational units 

Portfolio management 
services 
IT consulting 1 

Resources in more 
effective use 

Revenue increase 
Cost savings 

5.2.2 Linking selection criteria with relationship value 
 
When analyzing the sources of relationship value, this study has identified the service 
delivery process to be a possible basis for the relationship value development (i.e. added 
value resulting from the long-term relationship). Hence, it is suggested that the customer 
could further maximize the expected cash flow in and minimize the expected cash flow 
out by analyzing the possible effects of the service delivery process in the selection 
phase. Figure 20 illustrates the linkage of the selection criteria with process effectiveness-
based monetary value. 
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Figure 20 Selection criteria and monetary relationship value  

 
By maximizing process effectiveness, and by trying to affect it already when selecting a 
service provider, the customer may try to maximize cash flow in and minimize cash flow 
out by having time for more value-adding activities. By selecting a service provider that 
is expected to have the most effective assignment process (usually – at least in the case 
contexts of this study – the long-term partner), the customer may try to minimize cash 
flow out. Furthermore, by selecting a service provider that is expected to be able to 
impact positively the customer’s own learning, customers may try to minimize cash flow 
out in the future, at least in form of reduced consulting fees (the ability to complete 
similar types of assignments with their own resources in the future). 

5.3 Conclusions 
 
The existing literature in the service provider perspective has analyzed both cost savings 
and revenue increases as sources for monetary relationship value. This study suggests that 
the basis for the monetary relationship value from a customer perspective results mainly 
from the cost savings. However, a further analysis of possible value-adding activities, 
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which may result for example from time saving, reveals that there may be revenue- 
generating possibilities in addition to the cost savings (as summarized in Table 35).   
 
The previous sections suggest that a selection phase could include assignment process 
analysis in order to determine whether the service delivery has monetary value creation 
potential to the customer. An improved understanding of the service delivery process 
would additionally reveal the value creation possibilities in the short term as opposed to 
the uncertain long-term effects of a successful outcome. Financial selection criteria (e.g. 
price) combined with an enhanced understanding of the value creation potential during an 
assignment have monetary value impacts to the customer in the short term (assignment 
horizon). These aspects are illustrated in Figure 21. 

  

Figure 21 Framework for understanding Customer Monetary Value creation in professional service 
processes 

 
At this stage of the study, we have developed a framework for understanding monetary 
value creation in professional service assignments from a customer’s perspective. If we 
now combine our enhanced understanding with customer perceived value – which has 
been the focus in the existing relationship marketing literature – an enhanced 
understanding of total value creation from a customer perspective may be achieved. This 
study has based its concept development on the assumption that perceived value and 
monetary value are separate concepts and that they should be analyzed separately i.e. no 
causal link between the two value concepts have been assumed. However, even if the 
main contribution area of this study is stated to be the improved understanding related to 
monetary value, the importance of the perceived value factors in understanding total 
value creation from a customer perspective should not be neglected.   
 
Consequently it is suggested that Customer Monetary Value (CMV) creation (i.e. 
monetary value to the customer) could be thought of as a part of the Customer Total 
Value (CTV) creation (i.e. total value to the customer). The other component in the CTV 
would be Customer Perceived Value (CPV) creation (see Equation 5).   
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Customer Total Value = Customer Perceived Value + Customer Monetary Value  

 

Equation 5 Customer Total Value (CTV) 

 
Figure 22 illustrates how some of the selection criteria categories (perception of 
resources, reputation, facts and prior outcome) are used to minimize the risk that the 
outcome would fail, and maximize the expected value of the outcome. By maximizing the 
positive perception of personal characters, the service delivery process (e.g. good 
communication) and perceived learning possibilities, the customer tries to maximize the 
perceived value of the assignment process. 
 

 

Figure 22 Framework for understanding Customer Total Value creation in professional services 
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The upper part of Figure 22 (same as Figure 21) illustrates the main contribution area of 
this study. It suggests that in addition to traditional financial selection criteria, such as 
price paid, monetary value is created during the service delivery process. This value can 
be measured in the short term (e.g. directly after an assignment process). On the other 
hand, the monetary value related to an assignment outcome (e.g. cost savings, revenue 
increases) may often be measured solely in the longer term, and may be more uncertain 
than process-related monetary value. This study proposes that many of the traditional 
selection criteria are used to maximize the outcome value. Moreover, this study suggests 
that some of the selection criteria (the lower part of Figure 22) are used to maximize a 
subjective pleasant service experience and, thus, perceived value is proposed to be 
created mainly in the short term. This short-term perceived value creation is in line with 
the transaction/episode level focus of Zeithaml (1988) and Grönroos (1998). However, it 
does not take into account the perceived value creation in the future that may be 
associated with the relationship development (as discussed in Grönroos 1998; see also 
Sections 1.6.2.1 and 3.1.4). In other words, the short-term focus associated with 
perceived value, may – in this study – relate to the assignment focus selected for the 
study.    
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6. SUMMARY AND CONCLUSIONS  

This chapter starts with a summary of the study, followed by an evaluation of the 
research process and limitations of the study. Thereafter, theoretical contributions are 
specified and managerial implications outlined. Finally, some propositions for further 
research are suggested.    

6.1 Summary of the study  
 
The purpose of this study was to develop a framework for understanding monetary value 
creation in professional service assignments from a customer perspective. The following 
specific research questions were studied during the research process: 
 
1) What kind of value concepts may be identified in the current service and relationship 
marketing literature? (Chapter 3) 
 
2) What kind of selection criteria can be identified in the existing professional service 
literature? (Chapter 3) 
 
3) How can these value concepts and criteria be categorized and analyzed in order to 
understand their value potential? (Chapter 3) 
 
4) What kind of improved insights – associated with selection criteria, perceived value 
and financial value – can be achieved by analyzing empirical data with the value 
framework logic? (Chapter 4) 
 
5) How could the customer benefit from the improved understanding of its own financial 
value creation? (Chapter 5 and Chapter 6) 
 
My point of departure was an analysis of existing literature in the areas of customer 
perceived value, and selection criteria in professional services. Based on the literature a 
tentative value framework was developed. Specifically, research questions 1, 2 and 3 
were studied in order to have a solid pre-understanding of existing concepts – perceived 
value and selection criteria – to be able to further develop a framework for understanding 
monetary value. The tentative value framework served as a basis for empirical work 
associated with the final ten case studies in the customer perspective.  
 
The analysis of existing literature in Chapter 3 served as a basis for developing 
facilitative empirical research questions for the evaluation of the tentative value 
framework based on empirical data. The empirical research questions presented in the 
beginning of Chapter 4 were: 
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I Selection criteria may not be based on monetary value. What are they based on? 

(Linked with Research question 4) 
II Value is more than a function of price, quality and convenience. 

(Linked with Research question 4) 
III There is a difference between perceived value (common in marketing literature) 

and financial value (common in general business context). 
(Linked with Research questions 4 and 5) 

 
These empirical research questions were linked with original Research questions 4 and 5, 
and they contributed to the actual framework development, in the final empirical phase 
presented in the purpose of the study.  
 
This study suggests that the selection criteria presented in the existing literature are used 
to minimize price paid and to minimize the risk associated with the assignment 
outcome/maximize value of the assignment outcome. Additionally, maximization of 
perceived short-term value is claimed to be linked with the purposes that selection criteria 
are serving. 
 
After analyzing the service delivery process and the possibilities for monetary value 
creation during an assignment process, it was suggested that the customer could benefit 
from analyzing process-related factors associated with different types of service providers 
(one-time vs. long-term) in connection to the selection phase. The findings from the final 
case studies propose that an additional relationship value component (value linked with 
the use of a long-term service provider as opposed to a one-time service provider) can be 
found when service assignments are analyzed in a context where long-term service 
providers are compared with one-time transactional service providers.  
   
Based on the empirical findings and the deepened understanding, I presented propositions 
for understanding Customer Monetary Value (CMV) and Customer Total Value (CTV) 
creation.  

6.2 Evaluation of the research process 
 
The research process of this study was based on the abductive approach, where both 
inductive and deductive components are intertwined (Dubois and Gadde 1999).  This 
research report is, however, constructed according to deductive logic, where the theory 
part is presented in the beginning, and the final empirical part is presented in the end of 
the report. As the final empirical research was based on the case study approach, I use the 
criteria aimed to determine the quality of the case study to analyze both the case study 
quality and the overall research quality of this study.   
 

Case study literature (e.g. Kidder 1981; Yin 1989) has discussed tactics for determining 
the quality of the case study research design. Yin (1989), for instance, describe the 
quality in terms of construct validity, internal validity, external validity, and reliability. 
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Gummesson (2000: 186-187), on the other hand, proposes eight criteria for judging the 
quality of the case study research: 
1) Readers should be able to follow the research process and draw their own 

conclusions 
2) As far as realistically feasible, researchers should present their paradigm and pre-

understanding 
3) The research should possess credibility 
4) The research process should be dynamic  
5) The researcher should possess certain personal qualities  
6) The researcher should have had adequate access 
7) There should be an assessment on the generality and validity of the research 
8) The research should make a contribution 
 
I will discuss items 1-5 based on Gummesson (2000) both from the overall research 
process and the final case study perspective. A general description of the access (Item 6) 
to the process under study is presented in Section 4.1, and any difficulties related to 
individual cases are incorporated into case study reports. In item 7, I will focus on the 
final case studies and base my discussion on Yin (1989) by analyzing construct validity, 
external validity, and reliability. A separate section (6.4) later in this chapter is devoted to 
the contribution aspects (item 8).  
 
Research process 
 
The research process concerning the abductive approach is presented in Chapter 2 of this 
report. In the beginning of each chapter I have stated the purpose of the chapter in the 
overall research context, and its links to achieving the purpose of the study that was 
stated in Section 1.2. At the end of each chapter, I have presented the main outcome of 
the chapter and concluded the findings that may be used in the further value framework 
development. The specific final case study research process, its purpose and data 
collection and analysis techniques, and motivations for selecting cases are presented in 
Section 4.1 of this report. I have presented the results of each case study with regards to 
selection criteria, perceived value, and financial value, as well as summarized and 
concluded the results both at individual case level (Sections 4.3 and 4.4) and at general 
level (Section 4.5 and in Chapter 5).  
 
Paradigm and pre-understanding 
 
The choice of paradigm – the constructivist paradigm – that is reflected in my choices 
throughout this report was presented in Section 2.1. Thereafter, I describe my pre-
understanding for the overall study, and illustrate the research process by using the 
hermeneutic spiral logic in Section 2.2. Furthermore, I describe the choice of the guiding 
theoretical perspective – service marketing based relationship marketing – in Section 1.3, 
and I motivate the inclusion of other theoretical perspectives when necessary to use them 
for achieving the purpose of the study.  
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Credibility 
 
I have tried to contribute to the credibility dimension of the overall research by 
demonstrating in each chapter how the concepts developed in the previous chapter will be 
used or developed further when the deeper understanding is achieved. In the final case 
studies, I have contributed to credibility by including motivations for selecting methods 
and techniques, as well as the data descriptions to support the conclusions. Additionally, 
to ensure external logical consistency, I have involved the case study informants in 
reviewing and commenting on the first drafts of the case study reports.  
 
Dynamic research process 
 
The dynamic research process is reflected in the construction of this report. Each new 
chapter builds on the knowledge and understanding developed in the previous chapters. 
The evolution to the tentative value framework in Chapter 3 is followed by the final case 
study evidence and analysis in Chapter 4, and a modified value framework is developed 
based on learning from the final case studies in Chapter 5. Chapter 5 compares the 
increased understanding with the understanding that was available based on theory. 
Section 6.6 in this chapter will further contribute to the dynamic research process by 
outlining suggestions for further research. 
 
Personal qualities 
 
Gummesson (2000) states that commitment and integrity are important qualities in a 
researcher. I have explained my theoretical pre-understanding, and my roles as a 
customer and service provider of professional services that have had an effect on my 
empirical pre-understanding. My empirical pre-understanding has also accumulated 
simultaneously with the theoretical research process, not only from the interviews with 
several companies, but through observations in my everyday work. My choice of the 
research approach – abductive approach – reflects my personal qualities as a part-time 
theoretical researcher as well as my professional service experiences. 
 
Since I have worked as a service provider of professional services concurrently with this 
research process, the decision was made in the beginning not to mix the roles of the 
researcher and the service provider in the case studies. This decision led to the fact that 
no current customer companies were included in the case evidence. One company case 
was included after I had finalized a consulting assignment in the company and ceased my 
employment with the company providing the service. One disadvantage of including case 
data after working with the specific company is that I have more information about the 
company than what is written in this report. On the other hand, historical observations 
and access to the financial data made the data analysis process easier.  
 
In spite of the split between the two roles, it cannot be neglected that my role in the 
professional service industry participant has had an effect on access to the data. In some 
cases, my contact network helped me to gain access to the research objects. This 
happened especially in the early phases of the research process, where both service 
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providers’ and customers’ viewpoints were outlined. In some cases, my presence in the 
industry also limited my access to the research objects, especially when the prospective 
research objects had a competitor as their main service provider. 
 
The possibility to observe customer companies in general (not specifically the ones 
included in this report) may be considered as a clear advantage. Although these 
observations may not be used as direct supporting evidence, they have helped me to 
structure the problem area in another way than would have been possible if I had worked 
solely as a theoretical researcher during the entire research process.  
 
The research process has not been easy, but my commitment to the task and my initial 
assumption of possible interesting qualities in the research area has guided my argument 
towards conviction. My genuine interest to learn more about the value phenomenon has 
facilitated flexibility and openness in the face of new information. Although I had some 
assumptions concerning the phenomenon in the beginning of the research process, I have 
successfully modified them as new information has emerged. Moreover, I have succeeded 
in converting my broad interest in value into a specific research purpose as my 
understanding of relationship value has increased.  
 
Construct validity  
 
Construct validity refers to the case study’s ability to establish correct operational 
measures for the concepts being studied. According to Yin (1984), people who have been 
critical of case studies often point to the fact that a case study investigator fails to develop 
a sufficiently operational set of measures, and that ‘subjective’ judgments are used to 
collect data. In order to take into account and increase construct validity, three tactics are 
available: 

a) Use multiple sources of evidence 
b) Establish chain of evidence 
c) Have key informants review draft case study report 

 
Multiple sources of evidence are associated with using two or more sources of evidence 
that point to the same findings. In every case study, a qualitative interview technique was 
used. Furthermore, additional sources of data, such as company documents and 
observation, were used to generate data. The combined qualitative data (in-depth 
interviews, documents, observation) are used to increase construct validity and reduce 
interpretation errors and subjectivity in the present study.  
 
There could have been even more steps included in order to further increase the construct 
validity of the study. Even if additional sources of data (company documents, 
observations) were used to generate case evidence, the major weight lies in the 
interviews. In all the three detailed case studies, only one key informant was interviewed. 
All these key informants represent middle-management level. The selection decision was 
based on the facts that these informants had enough information on selection criteria, 
actual assignment process (since they actively participate in it), and financial factors. 
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However, if their superiors and subordinates were also included in the interviews, the 
results might have provided an even wider basis for understanding the company view. 
 
Another disadvantage is that some company documents were available only for a limited 
amount of time. Hence, tracking data evidence back to the original documents afterwards 
would be difficult. Additionally, the recording techniques for observations do not reach 
the same level of quality as the taped interviews that are typed into transcripts.    
 
Chain of evidence refers to the transparency of case study i.e. the links between the 
questions asked, collected data, and the analysis and conclusions. In addition to the 
increase of construct validity, a high quality chain of evidence maintenance is a mean to 
increase the reliability of the information in the case study. Yin (1984:102) describes the 
principle of Maintaining a Chain of Evidence: “to allow an external observer – the reader 
of the case study, for example – to follow the derivation of any evidence from initial 
research questions to ultimate case study conclusions”. He adds that this external 
observer should be able to trace steps in either direction i.e. from conclusions back to 
initial research questions or from questions to conclusions. For instance: 1) the report 
should have made relevant references and citations of the case study database (tapes, 
transcripts), 2) the database itself should reveal the actual evidence and the circumstances 
under which the evidence was collected e.g. time and place of an interview, 3) these 
circumstances should be consistent with the specific procedures and questions contained 
in the case study protocol, and reading the protocol should indicate the link between the 
contents of the protocol and the initial study questions.  
 
Section 4.1 describes the common data generation process in detail, and the specific case 
study descriptions in Sections 4.3 and 4.4. describe the case specific data generation 
process in addition to analysis. In each analysis part (e.g. selection criteria), the results 
are summarized by using the tentative framework. In this manner, the conclusions part 
can be easily constructed and the concluding remarks can be tracked back. Chapter 5 
explains the modifications made to the tentative framework and motivates these changes 
by pointing to the relevant case study evidence. 

 
The key respondents in each case study reviewed and commented on the draft case study 
report. These comments were taken into account when creating the final versions of the 
case study reports. 
 
Although there is a structured chain of evidence in most parts of this research (e.g. data 
and conclusions point to a specific case study), these aspects could have been 
documented even more clearly. For instance, in some cases a specific sentence articulated 
by a key informant is written in the report, and the reader can follow the data reduction 
logic from the sentence extract to the reduced form (e.g. a single value factor). This logic 
applies mostly to the three cases analyzed in detail. However, the remaining seven cases 
lack this richness of details, and the most of the data is shown only in reduced form in the 
appendices. Thus, a reader who is interested in these cases has not the same possibility to 
follow the logic. 
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Another disadvantage that applies to all the ten case studies included in the final phase is 
language. The case evidence was gathered in interviews that were conducted in Finnish 
or Swedish (one case). However, the report is written in English. Hence tracking back to 
actual questions asked with the help of an interview guide in English, and answers in the 
transcripts in Finnish or Swedish, include an additional component of translation.   

External validity 

External validity refers to the aspects of a case study that can be generalized. Yin (1989) 
argues that the external validity in connection with case studies refers to analytical 
generalization as opposed to statistical generalization. The means for analytical 
generalization is to use replication logic in multiple case studies. This study has further 
developed the tentative value framework by applying the logic in multiple case settings. 
As the purpose of the study is theory generation and not theory testing, the generalization 
of the results is not the main target. The aim is rather to reach an improved understanding 
in the local settings. However, the improved understanding of the tentative value 
framework was based on the multiple case studies, and the further case material search 
was ceased at the stage where I felt that additional case studies would not add any value 
to the study. 

Reliability 

Reliability refers to the transparency of the data collection procedures and other 
operations of the study and to the demonstration that they can be repeated with the same 
results. The common data collection procedures are described in detail in Section 4.1. Yin 
(1989) proposes two means of increasing reliability in case studies: 
   
1) use case study protocol 
2) develop case study database 
 
Due to the fact that all data was gathered and analyzed solely by one researcher66, the 
importance of the case study protocol was somewhat reduced compared to a situation 
where several researchers need to align their field procedures, questions and report 
writing. The data collection procedures described in Section 4.1 served as a guide for 
field procedures, and the first case study report (Advertising agency case) served as a 
report writing standard.   
 
The different sets of data generated in the case studies were stored both in a computer file 
and as a hardcopy file. The computer file related to each individual case study comprises 
of: 
- transcripts of taped interviews 
- comments on taped interviews, including ideas that the researcher got when typing or 

reading the interviews 
 

                                                 
66 Some of the transcripts from the taped interviews were typed by a research assistant. However, all the 
interviews, analysis work and report writing was conducted by the author.  
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The hard copy file includes additionally: 
- handwritten notes from interviews 
- handwritten data gathering tables that were used in structured interview parts  
 
These databases were used frequently even after the first drafts of case study reports were 
written in order to see if additional insights could be added. 

6.3 Limitations of the study 
 
This study uses relationship marketing and service marketing literature as the foundation 
for its framework development. This selection was based on the relationship marketing’s 
ability to provide a large number of factors for framework development purposes. 
However, the majority of the studies concerning customer perceived value are based on 
questionnaires developed from the seller or service provider perspective. Hence, it is 
possible that the factors found in the relationship marketing studies may not provide a 
correct view of the customer perspective development. Furthermore, other research fields, 
such as Professional services literature, are used to support the framework development, 
especially concerning selection criteria. It could be therefore argued that one of the 
alternative perspectives could also have served as the leading perspective. 

Moreover, this study provides a framework that facilitates understanding and analysis of 
value creation: it does not give a general solution. In other words, the concepts are 
suggested to be facilitative, but they cannot be used without adaptations for all kinds of 
customer relationships. The concepts do not help to measure value as such, but possibly 
allow for improved understanding of value-related aspects through a simplification of the 
problem area, and by introducing some tools for value analysis. 

6.4 Theoretical contribution 

Many studies in the area of service and relationship marketing have focused on customer 
perceived value, but they have not linked the customer perceived value with measurable 
monetary value from a customer perspective. Moreover, the conceptualization of who is 
creating value to the customer has not been clear. Additionally, relationship marketing 
studies have suggested that the seller/ service provider benefits from a long-term 
relationship with the customer, but the argument from a customer perspective has been 
vague.  

The theoretical contribution of this study is an improved insight and framework for 
understanding monetary value creation from a customer perspective in a professional 
service delivery process. The sources for monetary differences between transactional 
(one-time) and long-term service providers are identified and quantified in case settings.  

Specific research questions were used to reach the purpose. The process of studying these 
research questions helped to specify the theoretical contribution areas of this study. 
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Research questions 1, 2 and 367 helped to understand the existing theoretical 
environment, whereas Research questions 4 and 5 68  facilitated specifying contributions 
arising from this study. These aspects are summarized in Table 37 of this section. 

This study contributes to the service marketing literature by extending customer 
perceived value (CPV) creation (e.g. Zeithaml 1988, Parasuraman, Zeithaml and Berry 
1988; Parasuraman, Zeithaml and Berry 1994; Monroe 1990; Liljander and Strandvik 
1995) into customer monetary value (CMV) creation. Some of the perceived benefits and 
sacrifices defined in the service marketing literature are in this study extended into 
monetary value analysis based on the time and resources used in the service delivery 
process. Furthermore, indirect and direct effects on value perception (Zeithaml 1988) are 
in this study converted into indirect and direct monetary effects. Additionally, the 
contribution to the relationship marketing theory is that relationship value is in this study 
defined in monetary terms instead of perceptions (e.g. Grönroos 2004: CPV = 
Transaction value + Relationship value). 

The contribution to the professional services literature is in the service delivery 
dimension. Professional services literature has been interested in the selection criteria 
used by customers when evaluating suitable service providers, and on the outcome focus 
of professional service assignments. This study suggests that the customer benefits most 
from the long-term relationship during the service delivery process. This study shifts the 
focus from an uncertain outcome to the service delivery process and accentuates the 
monetary value analysis of the process instead of the perceived process. The 
methodological contribution lies in the process value analysis framework that can be used 
to determine the value creation potential of the service delivery process with either a 
long-term service provider or with a one-time transactional service provider. The 
framework can, hence, theoretically be used for categorization of traditional selection 
criteria in professional services to include stronger focus on the monetary value of 
process aspects (see table 36).  

                                                 
67 1) What kind of value concepts may be identified in the current service and relationship marketing 
literature?  
2) What kind of selection criteria can be identified in the existing professional service literature?  
3) How can these value concepts and criteria be categorized and analyzed in order to understand their value 
potential?  
 
68 4) What kind of improved insights – associated with selection criteria, perceived value and financial 
value – can be achieved by analyzing empirical data with the value framework logic?  
5) How could customers benefit from an improved understanding of their own value creation?  
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Table 36 Traditional selection criteria vs. Propositions in this study 

 
Traditional selection criteria 
 

Propositions in this study 

Service provider’s resources 
Reputation 
Facts 
Personal characteristics 
Former outcomes 
Learning 
 

Should not be ignored. However, if there is not 
expected to be a difference in outcome when 
two or more service providers are compared, 
more focus should be put on the monetary 
value analysis of the service delivery process. 

Financial More focus on process analysis to determine if 
a lower hourly price contributes to total lower 
costs. If offers are based on fixed prices, more 
focus should be put on the analysis of own time 
usage during the service delivery process.  
 

Perceived service delivery process 
 

Monetary value of the service provider’s 
actions (time and resources used), and 
monetary value of the buying company’s own 
actions (time and resources used) during the 
service delivery process should gain analysis 
weight. It is suggested that the beneficial 
nature of the analysis is accentuated when 
transactional and long-term service providers 
are compared. 
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Table 37 summarizes the areas of theoretical contribution, and the links to the Research 
questions  (RQ) presented in Chapter 1: 

Table 37 Summary of theoretical contributions 

 
 

Existing Service Marketing and Relationship 
Marketing literature 

 
This study 

Perceived value 
Customer perceived value (CPV) 
 
RQ 1 

Monetary value 
Customer monetary value (CMV) 
 
RQ 4 and RQ 5 

Perceived sacrifices 
Perceived benefits 
 
RQ1 

Monetary value of own time  
Monetary value of service provider’s time 
 
RQ 4 

Indirect and direct effects on perceived value 
 
RQ 3 

Indirect and direct effects on monetary value 
 
RQ 4 

Subject of customer’s value creation unclear 
 
 
RQ 1  

Both service provider and customer contribute to the 
customer’s value creation 
 
RQ 4 

CPV=Transaction value + Relationship value 
 
 
RQ 1 and RQ 3 

CMV=Transaction value + Service delivery process 
related Relationship value  
 
RQ 5 

 
Existing Professional Services literature 

 

 
This study 

Selection criteria and outcome focus 
 
RQ 2 

Process focus 
 
RQ 4 

Perceptions of service delivery process  
 
RQ 1 

Monetary value of the service delivery process 
 
RQ 4 and RQ 5 

6.5 Managerial implications 
 
For managerial implications, I argue that the framework will help customer companies to 
focus on relevant items when comparing and selecting between a transactional one-time 
service provider and a long-term service provider. A customer company may include a 
comparative process analysis in the selection phase to get an improved understanding of 
the monetary value creation differences between service provider alternatives. The 
analysis of direct and indirect value factors may also facilitate the communication 
between middle management and top management. Overall, the customer company may 
get an enhanced basis for the selection decision making. Moreover, sensitivity analysis 
may be conducted to determine the contract price levels at which the customer would be 
indifferent between the available alternatives. This financial figure can be used to 
complement non-monetary factors (e.g. innovation capability). Furthermore, by better 
understanding indirect monetary value hidden in the service delivery process, the 
customer company may improve its planning of more value-adding activities. 
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The framework may also help a service provider organization to focus on activities that 
create value to the customer. Moreover, in some cases, the service provider company may 
help the customer to identify monetary value creation potential of working with the long-
term service provider. Hence, a service provider may use the concepts developed in this 
study to support its motivations of beneficial nature of the long-term relationship. 

6.6 Suggestions for further research 
 
The hermeneutic spiral of understanding accentuates the pattern of building the following 
level of pre-understanding on the current understanding. At this stage, we have achieved 
an enhanced understanding of selection criteria and the purposes they serve, as well as an 
improved understanding of monetary value creation in addition to perceived value 
creation from a customer perspective. 
 
This research project has been qualitative in nature. The study proposes that a monetary 
process value estimation should be included in the selection phase. This study suggests a 
new selection criteria category – process effectiveness – but does not state how much 
weight it should receive in the selection process. A possibility to further enhance an 
understanding in the area could be to analyze the selection criteria weight quantitatively.  
 
This study has not included an analysis of financial outcome value in the detailed scope 
of this study (due to this study’s focus on assignment process), but has suggested that it is 
an important part of the total value creation. Hence, the outcome value is an area that 
could be studied further.  
 
This report has focused on a customer perspective. When analyzing the value creation 
from a customer perspective, the findings accentuate cost savings, which are more in line 
with the operational effectiveness literature.  Some links to revenue increases – which are 
more in line with the marketing literature – are found in this study when analyzing value- 
adding activities (e.g. more time to direct sales). However, the concepts could be further 
developed in the service provider perspective, and therefore increase understanding in the 
area of revenue increases.  
 
Future research could be linked for instance with the suggestions of Woodruff (1997), 
who accentuates the learning aspect on the relationship. By understanding the value 
creation of the customer, a service provider company may improve its own revenue 
generation. The logic of having the customer value creation as a component in the service 
provider value creation has been used in the literature (Rust, Zeithaml and Lemon 2000; 
Ambler et al. 2002), but customer value creation has been mainly viewed from a 
perceived and subjective perspective. For instance, Rust, Lemon and Zeithaml (2004) 
propose that a seller’s/service provider’s financial accountability may be achieved by 
considering the effect of strategic marketing expenditures on the firm’s customer equity 
(and its behavioral components), and relating the improvement in customer equity to the 
expenditure required to achieve it. In other words, the service provider’s monetary value 
is expected to increase when customer perceived value or the behavioral components of 
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customer equity are high.  Figure 23 proposes how a customer’s monetary value could be 
incorporated into a service provider’s value creation. 
 
 

 

Figure 23 Customer’s monetary value creation as a possible input in a service provider’s value 
creation 

 
Some authors (e.g. Rust, Lemon and Zeithaml 2004) have further pointed out the 
importance of linking the service provider’s revenue growth with Return on Investment 
(ROI); shareholder value and additional financial business measures such as Economic 
Value Added (EVA) (Stern 1991; Stewart 1994). Thus, these aspects could be studied 
further by better understanding the customer perspective and its links to the monetary 
value creation of both the customer and the service provider. 
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APPENDIX 1: INTERVIEW GUIDE 

1. SELECTION CRITERIA IN PROFESSIONAL SERVICES 
 
What are the selection criteria that you use when selecting professional service providers? 
 
 
What kind of criteria do you use when you do not know (e.g. from prior assignments) the available 
alternative service providers? 
 
 
What kind of criteria do you use if you know (have worked with) one or some of the available alternative 
service providers? 
 
- List criteria 
- Rate/ weight criteria (give 0-100 points to each criteria) 
 
2. RISK REDUCTION 
 
The outcome of the selection is uncertain (difficult to know what is the actual outcome of the assignment). 
Which of the selection criteria (if any) address the risk reduction?  
 
3. PERCEIVED VALUE CREATION (subjective feeling) 
- What creates value in the service process? 
- What creates value when working with a specific supplier/ service provider? 
  
 
4. CONTINUOUS WORK (SERVICE PROCESS) WITH PROFESSIONAL SERVICE SUPPLIER 
 
COMPARISON: LONG-TERM PREFERRED SUPPLIER VS ‘ONE-TIME TRANSACTIONAL’ SUPPLIER 
  
Is there any difference between a long-term preferred supplier and a one-time supplier concerning the 
following aspects?  
 
- Financial value to your organization? 
- Value to customers? 
- Supplier’s service process (how do they work with you)? 
- Your own process (what is required from your organization to work with the supplier)? 
- Can you/your organization learn from the supplier in a way that can be used in your organizations own 
work?  
- Any other important areas? 
 
 
MORE SPECIFIC PROCESS ANALYSIS (Comparison of long-term vs. one-time supplier) 
 
How much time is required from your firm in the selection phase? 
- when selecting an existing long-term service provider 
- when selecting from a group of ‘one-time’ service providers 
 
Can you save any time when working with either a one-time or a long-term service provider? If yes- How 
much? 
- analyze e.g. on weekly/ monthly basis 
 
If you can save time, can you use your time for more value-adding activities? 
- examples  
 
Is there a difference in time consumption from the service provider’s perspective (long-term vs. one-time 
provider)? 
- quantification e.g. in hours/ days 
- can you see the effect in the invoice (e.g. hourly based invoice or fixed price invoice) 
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OTHER 
 
What are the benefit areas when working with a one-time supplier vs. a long-term supplier? 
 
Example prompts: 
- price 
- innovation 
- flexibility 
 
 
5 ANY OTHER COMMENTS? 
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APPENDIX 4: NON-MONETARY VALUE FACTORS 

 
Long-term/ 
One-time 
service 
provider 

Negative/ 
positive  

Value factor Case reference 

Long-term Positive Better 
Communicat
ion 

“Added value is created when we know the people, and  
communication runs smoothly.” (Advertising agency 2) 

One-time Positive Flexibility “With a one-time provider you may have a ‘honeymoon’ 
phase, and the flexibility concerning our requests is 
quite good”  
(IT Consulting 2) 
 

Long-term Positive Continuity 
and 
development 

“With a long-term partner, we are more like an old 
couple. From there comes continuity in developing our 
operations. They know what we have done before, and 
things are running smoothly” (IT consulting 2)  
 

Long-term Negative Difficult to 
change 
partner even 
if needed 

“On the negative side comes the fact that you cannot 
change a strategic partner very often”  
(Advertising agency 2) 

Long-term Negative Pricing goes 
up 

“Lack of competition may lead to a situation that the 
partner thinks he is a kind of ‘in-house’ servant who can 
price the services how he wants” (Advertising agency 2) 
 
“..you cannot let any investment bank reach a position 
where it is considered as a long-term partner because 
pricing gets so ruthless. You need to continuously have 
a clear competitive situation. It is the only way to control 
the pricing.” 
(Investment bank 1) 
 

Long-term  Negative Service 
level/ quality 
goes down 

“…often situations where the quality of service is 
neglected start to arise” (Advertising agency 2) 
 
“…you may need to remind the long-term partner about 
the quality standards” (Advertising agency 4) 
 
 

Long-term Negative Change 
needs are 
not seen 

“An advertising agency, which works with you over a 
long period of time may be so charmed with its own 
work that it does not see any change needs even when 
they exist” (Advertising agency 2) 
 

Long-term Negative Lack of 
innovation/ 
pro-activity 
 
 

“…sometimes you notice that they come up with similar 
kinds of ideas” (Advertising agency 4) 
 
“Long-term providers may think that they do not need to 
do anything, and  new one-time vendors may be eager 
to show their ideas… 
In this case that I have now, the long-term partner has 
become lazy, and all innovation and method 
development has been put on our own shoulders” 
(Training and learning consulting 1) 
 
“I am afraid of the situation where you have a long-term 
co-operation: innovation easily starts to die”. 
(Advertising agency 2) 
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“…you may need more pro-activity. If you have 
development ideas – how things could be done better – 
it should not be the customer’s responsibility; the 
agency should also make suggestions” (Advertising 
agency 4)   
 

One-time  Negative Too much 
change 
drive/ 
Innovation 

“It is typical of all advertising agencies that when they 
start in your company, they will have in a short while a 
suggestion how you should change your company’s 
brand image. Then I pose a question to myself: ‘ Whose 
interest are they actually serving?’ Is it in the interest of 
the advertising agency to develop a larger account, or 
are they really such remarkable things for the customer 
company that it should make the change”  (Advertising 
agency 2) 
 
“A one-time provider may want to run too far and you 
need brake and guide it” (Advertising agency 4) 

Short-term Negative Ways of 
working are 
not known 

“ If you have a new (one-time) agency, you need to put 
effort into telling them about our ways of working” 
(Advertising agency 4) 
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APPENDIX 5: VALUE CREATION FROM A SERVICE PROVIDER 
PERSPECTIVE  

This appendix serves as background information concerning monetary/financial value 
from a service provider/seller perspective. Since this study focuses on a customer 
perspective, the purpose is mainly to show that monetary value has been studied in the 
marketing literature, but from a different angle. The concepts introduced in this 
appendix, are not developed further in the customer perspective of this study  
 
The section starts with a description and criticism of traditional value approaches that 
are mainly related to costs, and continues with a discussion of the value concepts, 
factors and measures in the relationship marketing literature.  
 
Cost reduction and process effectiveness vs. revenue growth 
 
Total Quality Management (TQM) (e.g. Tenner and DeToro 1992; Smith 1994) Activity 
Based Costing (ABC) (Cooper 1990) and other process effectiveness and cost reduction 
initiatives during the 1980s and 1990s were based on production and products rather 
than on customers. Furthermore, these initiatives focused heavily on cost reduction and 
not on revenue growth. 
 
The positive side of cost reduction programs is that they are rather easy to measure in 
the short term; it is easy to motivate such initiatives with quantitative measures. In 
contrast, the long-term effect, which can also be negative, is more difficult to estimate. 
The cost reduction part of a value equation remains relatively easy to estimate, but 
indirect negative effects of cost cutting programs on long-term growth may not be easy 
to forecast. 
 
Revenue or sales growth is more difficult to estimate because it relies partly on factors 
that are external to the company, such as customer behavior. Additionally, the possible 
internal factors of a company that may have an impact on long-term revenue growth 
may be rather intangible in nature and thus are increasingly difficult to estimate. 
Examples of such factors may be: 
- innovation in product and service development (converting innovation into future 

revenues) 
- investments in learning (converting the learning into revenue generating activities)    
 
It may be difficult to produce a reliable forecast of the impact of such intangible factors 
on future revenue growth. In fact, if motivations that are aimed to back up these kinds 
of initiatives fail, the risk is that the long-term investments are turned into short-term 
costs and thus discontinued. 
 
Examples of other intangible and indirect measures that should translate into revenue 
growth or reduced costs include customer satisfaction and customer loyalty. A customer 
satisfaction score may be good or improving, but it is more important to know how 
much the score will contribute to sales and earnings growth.  Likewise, customer loyalty 
should lead and be translated into measurable volumes, margins, price premiums and so 
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forth. These concepts have inspired marketing researchers to develop profitability and 
value concepts and measures. 
 
Financial value concepts in marketing research 
 
As implied before, investments in resources should generate returns, and hence value. 
One of the most popular measures that has been applied within marketing research is 
Return on Investment (ROI). The logic of the traditional return on investment (ROI) 
measure has been applied in alternative contexts, where the underlying asset is 
intangible. Table 38 summarizes these concepts. 
 

Table 38 ROI based value concepts in the marketing literature 

 
MEASURE AUTHORS DESCRIPTION/COMMENTS 

 
Return on Quality (ROQ) Rust, Zahorik, and Keiningham 

(1995); Anderson and Narus 
(1999:76-79) 

Aims to show where and how 
much to spend on service quality, 
and the likely financial impact 
from service expenditures, in 
terms of revenues, profits, and 
return on investment in quality 
improvement.  
 

Return on Brand Investment 
(ROBI) 
Return on Customer Investment 
(ROCI) 

Schultz and Walters (1997) and 
Hayman and Schultz (1999) 

Used in connection with brand 
communication investments 
within specific customer 
segments. The ROCI measure 
they use is strongly linked to 
brand communication 
investments in specific customer 
segments. They claim that the 
majority of statistical models used 
to test that marketing investments 
are made in the right places focus 
rather on marketing outputs 
instead of marketing outcomes. 
 

Return on Relationship (ROR) Gummesson (1999) ROR defined as “the long-term 
net financial outcome caused by 
the establishment and 
maintenance of and 
organization’s network of 
relationships”. 
 

 
 
When looking at the Return on Investment-logic from a service provider’s perspective 
in business relationships, there are several measures that have an impact on a customer-
specific ROI equation. For instance, sales volume, sales growth, and customer-specific 
costs have a direct impact on the equation. Furthermore, some of the more intangible 
factors, such as relationship strength or age of the relationship, could be used as 
examples of factors that may have an indirect effect on return.  
 
Rust, Lemon and Zeithaml (2004) rightly point out that ROI-based measures may also 
be controversial in the context of measuring a seller’s value creation in the form of e.g. 
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marketing effectiveness, because it is commonly used in a retrospective manner to 
measure short-term return. 
 
Even if quality and brand seem to be very intangible factors, the ROQ and ROBI 
measures in these studies are expressed in monetary terms, which is an effective 
contribution to traditional relationship marketing literature. The return is calculated as 
the monetary return on invested capital used for quality or brand purposes; therefore, the 
return on investment thinking has gained support within the marketing literature, 
perhaps because it is easy to understand and apply in marketing areas. Unfortunately, if 
used as a financial measure, ROI is not the best metric for value analysis in business 
relationships, because it is a single period and backward looking measure. In the 
Finance literature, Discounted Cash Flow (DCF) method (e.g. Copeland, Koller and 
Murrin, 1996) takes into account growth, returns, and risk measured as cost of capital 
and is, therefore, the theoretically correct way to analyze and measure future uncertain 
cash flows (e.g. investments and projects). 
 
Customer profitability research has taken a step forward with the conceptual modeling 
of Customer equity and Customer lifetime value (e.g. Rust, Zeithml and Lemon 2000; 
Rust, Lemon and Zeithaml 2004; Blattberg and Deighton 1996; Blattberg et al. 2001; 
Reinartz and Kumar 2000, 2003). Foundations for these concepts lie in DCF thinking.69 
Customer lifetime value (CLV) and DCF modeling in the customer relationships 
context has further incorporated the concept of risk in the modeling (e.g. Srivastava et al 
1998; Dhar and Glazer 2003) risk. Customer equity and CLV studies have focused on 
large customer bases, mostly in consumer contexts. For the purposes of this study, the 
research in consumer contexts (such as customer bases of airlines or banks) provides 
useful support in DCF thinking; however, it does not give enough tools for in-depth 
analysis of the customer perspective  – the focus area of this study. Moreover, the term 
‘equity’ may be confusing in a managerial context, if compared with ‘equity’ used as 
shareholder’s equity in a company’s balance sheet. 
 
Identifying value factors in the service provider perspective 
 
The previous section described how value logic has been researched within marketing 
literature, mainly by using return on investment-based analysis tools. As in the customer 
perspective, the research in the service provider perspective has identified factors that 
create value to the service provider. On the other hand, unlike the customer perspective 
that has identified several value-creating factors to the customer and very little value 
                                                 
69 For instance Rust et al. (2000:265) define lifetime value equations as follows: 

( )[ ]∑
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where LVi is the lifetime value of customer I, t indicates time period, T is the length of the planning 
horizon, d is the discounting factor, Fit is the expected frequency of customer i’s purchases in the product 
category per time period t, Sit is the expected share of customer i’s wallet for this brand in time t, and πit is 
the average contribution from a purchase by individual I in time t. Alternatively, when revenue per period 
(Rit) and contribution margin (Mit) are know, the LV can be computed as: 
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measures, the service provider perspective has also focused more on specific value 
measures from the service provider’s/seller’s perspective. Table 39 and Table 40 
summarize these factors and measures.  
 

Table 39 Summary of value factors in the service provider perspective 

 
 
VALUE 
FACTOR 
 

 
LITERATURE 
REFERENCE 

 
DESCRIPTION 

Relationship 
revenue 

Storbacka 
(1993, 1994) 
 

Relationship revenue is a term that has been introduced in the 
relationship marketing field to describe revenues from a specific 
customer. Storbacka (1994) defines relationship revenue as the 
share of the total volume that the customer spends in the particular 
industry (the total industry volume); the total industry volume is a 
segment of the total consumption volume divided between different 
industries. Storbacka (1994) suggests that relationship revenue can 
be managed by the following ways or by a combination of these 
ways: 1) Increasing the quota of Relationship Revenue/ Total 
Industry Volume, for example, by getting customers to concentrate 
their business to one provider; 2) Increasing Relationship 
Revenue/Total Consumption Volume, for example, by adding new 
service packages to the portfolio of services currently being provided; 
3) Increasing the price level charged by the provider increases the 
relationship revenue, provided that the volume is constant.   
 

Relationship 
costs: direct 
costs, indirect 
costs  
 
 
 
 
Psychological 
costs 

Storbacka 
(1993, 1994) 
 
 
 
 
 
 
Grönroos 
(1992) 

Relationship costs refer to a group of negative factors that may effect 
a service provider’s value creation. One way of defining relationship 
costs is to include all monetary costs that can be assigned to a 
specific relationship (e.g. Storbacka 1994). In order to enhance cash 
flows, the service provider should aim at decreasing relationship 
costs. The relationship costs can be divided into employee specific 
costs (salary) and other sales and marketing-related costs, which can 
be referred to as brand costs (e.g. Schultz and Walters 1997). 
Relationship costs can additionally be divided into costs to serve, 
cost to acquire new customers, and costs to introduce new products 
and service concepts (Storbacka, Sivula and Kaario 1999:32-34). 
Grönroos (1998), however, considers relationship costs as extra 
costs created for maintaining the relationship. 
 
Additionally, Storbacka (1994:6, 20) defines categories of relationship 
costs. Two of the categories are rather intangible in nature: 1) indirect 
costs and 2) opportunity costs. Indirect costs can be divided into 
indirect variable costs, which are the costs of poor quality (e.g. 
mistakes that need to be corrected, unclear invoices that need to be 
clarified, or phone calls that need to be returned), and indirect fixed 
costs, which are the mental efforts related to problems in relationship.  
Furthermore, literature defines indirect fixed costs as psychological 
costs (Grönroos 1992). The opportunity costs are related to the 
choice of relationships. Some relationships are more costly than 
others, and since the provider’s resources are limited, choosing one 
customer may prevent the provider from having a relationship with a 
customer associated with fewer costs (Grönroos 1994:20). 
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Age of 
relationship 

Campbell & 
Cunningham 
(1983); 
Ojasalo (2000) 
 

Age of relationship (Campbell and Cunningham 1983; Ojasalo 2000) 
may not be a value-creating factor as such, but it often facilitates the 
value creation. For instance, it may be easier to identify cross-sales 
and up-sales opportunities when the service provider knows the 
customer and its history in the business relationship. On the other 
hand, the longer the relationship, the more difficult it becomes to 
terminate it even if needed; for example, when it has become 
unprofitable. The difficulty of termination lies often in strong social 
bonds, even if financial and technical bonds would not exist any 
longer 
 

Replaceability, 
Criticality 

Krapfel, 
Salmond & 
Spekman 
(1991) 
 

Replaceability can be defined as costs of losing the present customer 
and finding a new one. Replaceability is closely associated with churn 
and retention rates and costs.70 A service provider may estimate how 
easy or difficult it would be to replace a current customer, and how 
much it would cost. One factor that can be closely linked with 
replaceability is criticality (Krapfel, Salmond and Spekman 1991) 
defined as the degree of technical or market substitutability of the 
seller’s core technical and/or market competencies and strategic 
position of seller in key markets. Criticality of the customer from a 
service provider’s perspective may be linked to a customer’s volume 
of service provider’s total sales (critical if lost), learning or reference 
value, etc. 
 

Status McDonald, 
Milman & 
Rogers (1996) 
 

Status (McDonald, Milman and Rogers 1996) may be closely linked 
to reference value and image. Providing service to a specific 
customer can open doors to others. Furthermore, status can be 
related to image. A service provider may gain status by having a 
business relationship with a specific customer. This status may 
increase a service provider’s value as a preferred supplier in the eyes 
of other potential customers.  
 

Strategic 
resources, use 
of strategic 
resources 

Campbell & 
Cunningham 
(1983); 
Ojasalo (2000) 
 

Use of strategic resources (Campbell and Cunningham 1983; Ojasalo 
2000) may refer to a customer’s need for knowledge or other 
resources that a service provider can offer. A service provider should 
determine whether these resources create the most value in servicing 
a specific customer or in some other use. When calculating marketing 
expenditures by customer and, thus, determining the profitability and 
value of the customer, the company should recheck that all customer-
related expenses are included in the calculations. One customer 
company differs from another in regard to the service provider 
company’s internal resource use. For example, human resources and 
their time value may be used in relatively different amounts when 
compared to customer’s size, volume, and profitability. Additionally, a 
service provider company may examine possibilities to use fewer 
resources (or less critical resources) for a service process, which is 
aimed to serve a customer with less value. 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
70 More about churn and retention in Reichheld (1996) 
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References, 
Contact 
network 

Reichheld 
(1996) 
 

References71 and contact network are value factors which may be 
used in acquiring new customers. An example of reference value is 
when the service provider refers to Customer Company A in order to 
enhance the image or maybe credibility in front of a new prospective 
Customer Company B. The awareness about the service provider 
working with a highly respected Customer Company A might increase 
the Company B’s willingness to start a business relationship with the 
service provider. The reference value might be linked with the image 
of service providers’ competencies filtered with Customer Company 
A’s image and competencies in the market. Contact network could be 
described as one form of reference value. Providing service to 
Customer Company A may open doors to other customers.  
 

Learning, 
human capital 
development 
 

Gummesson 
(1999) 

Learning may be a value factor, which is created in interaction with 
the customer company. A service provider learns and enhances its 
competencies by working with a customer company. The resulting 
increased knowledge about the customer company will facilitate the 
service process in the future. It may be assumed that when the 
service provider has more information and knowledge about aspects 
related to the specific customer company, the costs of serving the 
company in the future will decrease. The service provider does not 
have to commit as many people and time resources (employee 
resources) in pre-work. Additionally, when the customer company 
learns more about the service provider, the marketing investments 
assigned to the specific customer account can be diminished, and the 
enhanced competencies of the service provider can be used in future 
service processes with other customers. A long-term business 
relationship often creates learning value. 
 
An important aspect in learning value and enhanced competencies is 
that some of the learning value is created between the individuals or 
teams interacting in the service process. Although some of the 
learning value can be translated into company level competencies, 
the strongest learning value effect can be assumed to be associated 
with the specific individuals and teams. Gummesson (1999) defines 
the transferability of individual human capital into the company level 
as structural capital. He claims that the individual human capital is 
transient and less controllable than the company level structural 
capital. Knowledge and understanding of the customer’s business 
may be one form of learning value. It may be used effectively in 
service development and promotion. Moreover, when the 
understanding of a customer’s business increases, it may be easier 
to identify additional sales opportunities. 
 

 

 
This section discussed the fundamental factors that have been referenced in the 
literature and that create value to the service provider. In addition to these factors, the 
studies from a service provider perspective have also identified several measures and 
tools that can be used to analyze value creations. Many of the measures are related to 
identifying suitable (valuable) customers.  

                                                 
71  Reichheld (1996) discusses referrals when existing customers recommend a selling company to other 
potential customers. On the other hand, a selling company or a service provider may use an existing 
customer or refer to that when trying to find new potential customers.  
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Table 40 Summary of value measures and tools in the service provider perspective 

 
VALUE 
MEASURE/ 
TOOL 
 

LITERATURE 
REFERENCE 

DESCRIPTION 

Sales volume Campbell & 
Cunningham 
(1983); McDonald, 
Millman & Rogers 
(1996); Ojasalo 
(2000) 
 

Sales volume (Campbell and Cunningham 1983; McDonald, 
Millman and Rogers 1996; Ojasalo 2000) is an important criterion 
for dividing customers into different categories or selecting 
customers – for instance, for key account programs. In marketing 
literature, however, sales volume has mostly referred to historical 
and to present volume rather than to future potential sales volume. 
Additionally, sales volume may not be a good criterion if, for 
instance, factors such as cost to serve a specific customer are left 
out.  
 

Customer 
profitability, 
Relationship 
profitability 

Campbell & 
Cunningham 
(1983); Storbacka 
(1994); Hayman & 
Schultz (1999); 
Ojasalo (2000) 
 

Customer profitability (Campbell and Cunningham 1983; 
Storbacka 1994; Ojasalo 2000) is a measure that takes into 
account both costs and revenues associated with the customer 
relationship. However, the profitability is often associated with 
calculations based on historical cash flows and, thus, does not 
estimate the future profitability level. Furthermore, there may be a 
too narrow scope of analysis when focusing on solely financial 
measures such as costs and revenues. A customer relationship 
may be highly valuable even if it is unprofitable at the moment. For 
instance, a consulting company may work with a customer in an 
unprofitable project in order to develop trust and possibilities for 
larger and more profitable projects in the future. 
 
Customer profitability can be calculated as a specific customer 
account’s profitability in the business-to-business context. Kaplan 
and Norton (1996) customer profitability as the net profit of a 
customer or a segment, after allowing for the unique expenses 
required to support that customer (Kaplan and Norton 1996). 
Moreover, customer profitability can be defined as a function of 
customer-purchasing behavior. The purchasing behavior consists 
of volume, work, and price. In order to increase customer 
profitability, the service provider should reduce activities for which 
it is not compensated (Storbacka, Sivula and Kaario 1999:34).  
 

Relationship 
investments, 
Marketing 
investments, 
Brand 
investments 
 

Schultz & Walters 
(1997); Hayman & 
Schultz (1999) 
 
 

Marketing costs or investments72 associated with a specific 
customer may have a significant impact on customer profitability. 
Marketing investments can be value creating if they are planned 
and targeted to specific customers in a way that enhances future 
sales. The key is, however, to accentuate the word ‘investment’ 
instead of cost, even if marketing expenditures are treated as 
costs in financial statements. An investment should be made in 
order to increase future cash flows; that is commonly the purpose 
of marketing even if accounting rules do not treat marketing 
costs in that way. 
 
 
 
 
 
 
 
 

                                                 
72 Hayman and Schultz (1997) use the term ‘brand investments’ 
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Relationship 
strength 

Storbacka (1994) Relationship strength (Storbacka 1994) refers to a measure that 
tie customer and service provider together. The total effect of 
different sub-factors can be translated into relationship strength. A 
strong relationship is more valuable than a weak one when the 
customer is profitable, and may prevent a customer from switching 
service providers. 
 
Some of the fundamental value factors may be linked with specific 
tools to measure value. For instance, Storbacka (1994) introduces 
a relationship strength index (RSI), which is a function of different 
indicators affecting relationship strength. 

Equation 6 Relationship strength73 

RSI = ii

n

i

I∑
=1

α  

 
where n is the number of relationship strength indicators, Ii is the 
value of ith indicator and αi is the weight of the ith indicator 
(Storbacka 1994:130). 
 

Service 
provider’s share 
of customer 
purchases 

Campbell & 
Cunningham 
(1983); Ojasalo 
(2000) 
 

Supplier’s or service provider’s share of customer purchases 
(Campbell and Cunningham 1983; Ojasalo 2000) may indicate a 
strong position compared to competitors. However, even if the 
customer has chosen the service provider as a preferred supplier, 
the relationship may not create value to the service provider due 
to high costs associated with the relationship, low prices relative to 
service level, small total volume, etc 
 

Growth rate of 
the customer’s 
market 

Campbell & 
Cunningham 
(1983); Hayman & 
Schultz (1997); 
Ojasalo (2000) 
 

Growth rate of the customer’s market (Campbell and Cunningham 
1983; Hayman and Schultz 1999; Ojasalo 2000) may have a 
varying impact on a service provider’s business when different 
industries are compared. For example, in the technology sector 
the growth is rapid, and the knowledge that a service provider 
gains while working with technology customers may be quickly 
translated into new services to new customers in the same 
industry. In fact, by not working in the technology sector, a service 
provider may limit its potential to work there in the future, due 
either to the fast innovation and growth that also affect services 
that are needed. On the other hand, more traditional industries 
may not require that much industry expertise that would 
automatically increase service provider’s possibilities on additional 
sales. Furthermore, the method of the customer’s market growth 
(e.g. organic or by mergers and acquisitions) may affect 
significantly the future value of the customer to the service 
provider, because different growth types may require different 
services.   
 

Growth 
opportunity of 
the customer  
account 
 

Hayman & Schultz 
(1997) 
 

Growth opportunity (Hayman and Schultz 1997) of the customer 
account may depend on multiple sub-factors. Such factors may 
include growth or changes in customers business. This factor is 
more advanced than some of the previously mentioned factors 
(e.g. sales volume or customer profitability), in the sense that it 
takes the future potential into account. The difficulty for the service 
provider lies in finding an estimate that would help to define the 
future impact of the growth opportunity sub-factors on future 
customer value. 
 

 

                                                 
73 Storbacka (1994:130) 
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