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The objective of the present study was to establish a Customer Value Proposition building
process for the case company and to focus the company’s sales and marketing operations
through building a Customer Value Proposition to the company’s most potential customers
in selected new markets using the established concept. The case company operates in the
IT industry and its market territory is limited to Finland. After numerous rather steady years,
the owners have set very high targets for growth and profitability for the company. These
break-through objectives require not only more efficient operations in marketing and sales
but also new operation models and processes.

The study was performed using an action research method and its four-step process to first
define the context and purpose. This was followed by a building phase where actions were
planned, performed and evaluated. Through this process, the study was launched by iden-
tifying the business challenge and objective for the study. The conceptual framework was
created based on the results of wide-range research completed during the past few years,
added with leading Geographic Information System -market specific knowledge of customer
value propositions.

The case company operates in several different industries. This sets high challenges for the
company’s sales operations to identify customer needs and demonstrate the business value
for the customers. Therefore, a careful selection of the target customer is very important for
successful business. The current state analysis phase was conducted to analyse the case
company, its current use of customer value propositions and the selection of the target cus-
tomer.

The conceptual framework was used to build a Customer Value Proposition for the selected
target customer so that the value can be clearly communicated to its target audience. The
built Customer Value Proposition communicates clear benefits in three areas; savings, or-
ganizational benefits and future benefits. These are then presented using information prod-
ucts that delivers the value.

The initial Customer Value Proposition was presented to the customer to gather feedback.
Based on the feedback, the proposed Customer Value Proposition was adjusted and the
final Customer Value Proposition was built. The Customer Value Proposition process is doc-
umented and can be used for other customers in the market accordingly.

Keywords Customer Value Proposition, Customer Needs, Additional
Value, Sales, Marketing
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1 Introduction

1.1 Business Context

The case company in this thesis is an IT company focused on location-based IT solu-
tions. The company’s core business is to distribute its parent company’s software in its
market area and provide consultancy and professional services to support successful
implementation of these solutions. The case company’s core business includes solutions
for desktop, server, mobile and cloud environments as well as custom application devel-
opment, extensive training, consultancy, maintenance and support services, analysis
services, and custom application development projects. The market area covered is Fin-
land.

Different organizations have been managing location and geography based information
for various needs for decades. Geography in computer science was introduced in the
early 60’s and since then the use of computer mapping has been growing. (Greiner
2007).

The last big market evolution was in the nineties with the advent of cheaper and faster
computers, developments such as network processing, and in particular new data cap-
ture techniques such as remote sensing and GPS (assimil8 2013). At that time the parent
company gained lots of new markets and grew very rapidly. Finland’s market also devel-
oped when large state departments started to extend their use of location solutions
widely. At the time, most government organizations selected the parent company’s tech-
nology as their technology standard. Still in 2013 more than 70% of the case company’s

revenue came from the public sector.

The case company was established in 2004. This happened when its predecessor was
acquired by a larger IT company and a new distributor for the software was needed. In
its early years in 2005-2006, the case company was considerably smaller, employing
only 9 people. At the time it focused on selling the parent company’s software licenses
with the needed services (training and support). After suffering from its partner channels’
poor performance in customer sites and bidding processes, and when its customers
started to ask if the company could deliver projects as well, the strategic decision was

made to enter into the project business.
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At first the company was quite successful in small scale projects and constantly aimed
at bigger and bigger ones. It experienced fast growth and at the same time won several
large projects. The company grew fast, having only 17 employees in 2009 to 42 in 2011.
The rapid growth combined with the lack of experience in managing big projects caused
major problems as the project staff was not able to make precise work estimates for
fixed-price projects. At the same time, the finance accounting had not stayed up to speed
with the development and as the management did not have an understanding of what
was happening in the projects, the company was not able to act before it was already

too late. During that time these neglects caused some major setbacks.

1.1.1 Market Evolution

Itis estimated that the next large market change in GIS and IT overall has already begun.
The rise of the internet-age or so called 3" Platform, will change our business as much
as the personal computers did in the nineties. The shift to putting information on the

internet has already and will increase user numbers dramatically.

1.1.2 Consumerization

The GIS Market has existed for over 40 years and for the whole of that time it has been
used mainly by GIS professionals. People’s awareness about mapping and the benefits
of geospatial analysis have grown significantly in the past few years. They have been
boosted by well-known consumer mapping applications such as Google Maps and Bing
Maps. These applications concentrate on offering simple mapping capabilities to con-
sumers and companies. People’s expectations today are higher, and similar capabilities
are sought for in business systems. This consumerization can create a completely new

market with the enterprises’ units (Palmer 2010).

1.1.3 Open Data

Open data is another single activity which can create a boost in the case company’s
business. The trend in Finland for opening public organizations’ data started in 2009 and
has significantly speeded up since. Today all major public organizations like Finnish
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Lands Survey, Finnish Environmental Centre, Finnish Transport Agency and Helsinki
Regional Transport, among many others have opened their data sources, including GIS
data to the public. The trend not only gives valuable datasets for those who need them
but can also generate new business, as it has been identified that there is a clear need

for someone to turn this data to actionable information.

1.1.4 Cloud and 3rd Platform

Cloud services entered into the IT business heavily in 2010 and today most organizations
either use or are planning to use them. The whole business has changed as the needed
functionalities are completely or partly available from the web and the threshold to start

using a new system or application is very low.

International Data Corporation (IDC) has published a white paper of the rise of the so-
called “3 Platform”. The document presents the current change as a digital transfor-
mation — a move to a new age of cloud, mobile, social, and big data technologies. (Gens
2013)

As illustrated in figure 1., the 1st platform touched millions of users and contained thou-
sands of apps and solutions. It was built on mainframe and terminal computers. The 2™
platform already touched hundreds of millions of users and tens of thousands of apps
and it introduced client and server technologies as well the internet. Today the 3" Plat-
form touches billions of users and millions of apps and solutions. Over the next 25 years,
the 3rd Platform will represent the basis for solution development and business innova-
tion. (Gens 2013)
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The Three IT Platforms for Business Innovation
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Figure 1. The Three IT Platforms
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BI//IOI’)S of Users
M’”]O”S of Apps

Hundreds of Millions of Users
Tens of Thousands of Apps

Millions of Users

Thousands of Apps

The parent company launched its cloud-based location information content management

system in 2009. By now this online solution has become an essential part of the parent

company’s business. ArcGIS Online is a hosted environment allowing sharing and

search of geographic information, as well as content published by Esri, ArcGIS users

and other authoritative data providers. It allows users to create and join groups, and

control access to items shared publicly or within groups (GIS Wiki 2013). ArcGIS Online

also includes ready-to-use mapping applications that can be used in conjunction with

business systems such as Bl, CRM or ERP.
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The development of ArcGIS Online and the whole ArcGIS System drives us towards
platform thinking. As Shangeed Choudary describes in his blog:

The basic idea behind platform model is to allow users to create and con-
sume value. At the technology layer, external developers can extend plat-
form functionality using APlIs. At the business layer, users (producers) can
create value on the platform for other users (consumers) to consume. This
is a massive shift from any form of business we have ever known in our
industrial hangover (Choudary 2013).

The cloud and platform thinking calls for a new way of thinking. Instead of selling GIS
solutions to the customers, we have to learn how to add value for their business with our

platform.

This thesis focuses on improving the case company’s sales and marketing activities and
was therefore made in close collaboration with the company’s sales and marketing de-
partments. The case company’s sales responsibilities have been divided based on cus-
tomer segments so that the responsible sales person manages one or more customer
segments and is responsible of everything from initial business planning to closing deals
and taking care of after sales activities. The marketing department’s responsibility has
been to strengthen the overall visibility of the company and maintain customer commu-

nication.

The current operating model has led to the situation where the sales operations are not
focused and performance has been poor. The situation will be changed by dividing the
responsibilities between sales and marketing so that the marketing department takes the
responsibility of finding leads from the target markets and qualifying them by set criteria.
In order to be able to perform this, strong Customer Value Propositions (CVP) are

needed for the target market segments and customers.
1.2 The Business Problem and Objective of the Thesis

The business problem presented in this thesis is that the case company’s sales and
marketing efforts are non-focused and do not match the true customer needs of different

customer groups.
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Given this, the objective of this study is to establish a CVP building concept for the case
company and to focus the company’s sales and marketing operations by building a CVP
to its most potential customers in selected new markets utilizing the established concept.

2 Research Approach

This section discusses the selected research approach and introduces the research de-
sign used in this thesis. The section also covers the selected data collection methods as
well as the analysis methods. Finally, it covers the data reliability plan and explains how

data validity is ensured in this study.

2.1 Action Research as a Research Approach

The research approach applied in this thesis is action research (AR). AR is a research
method that is especially used for problem solving by individuals working in the organi-
zation in question. AR is a systematic and iterative method for improving the current
conditions or finding immediate solutions to practical problems. Shani and Pasmore have

provided a more restricted definition:

Action research may be defined as an emergent inquiry process in which
applied behavioural science knowledge is integrated with existing organi-
zational knowledge and applied to solve real organizational problems. It is
simultaneously concerned with bringing about change in organizations, in
developing self-help competencies in organizational members and adding
to scientific knowledge. Finally, it is an evolving process that is undertaken

in a spirit of collaboration and co-inquiry. (Shani and Pasmore, 2010: 439)

Action research can be considered a particularly well suited method for this thesis - cre-
ating an effective Customer Value Proposition process, as the research is conducted by
an employee of the case company and the research looks for a solution to a practical
business problem. The research will have significant value for the case company, as the
identified business problem has a major effect on the company’s business and perfor-
mance and is thus an important process of improvement.
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In action research it is important to clearly define the used process. This study follows
the four-step research cycle that is illustrated in figure 2. action research includes a re-
search cycle which starts with a pre-step: defining a context and purpose. In addition, it
has the following basic steps: constructing, planning action, taking action and evaluating
action. (Coghlan, D. & Brannick, T. 2006). The next chapters will present an overview of
all of these four steps.

Context & Purpose

/\—» Constructing 4\

Evaluating Planning
Action Action

K Taking Action “/

Figure 2. The Action Research Cycle

2.1.1 Context & Purpose

Action research starts by defining its context and purpose: why is the study needed and
what is the justification for it? Both the external and internal forces affecting it need to be
studied. It is critical to clearly point out the desired future state. (Coghlan, D. & Brannick,
T. 2006)

2.1.2 Constructing

The first main step is constructing, which starts with stakeholders’ dialogue. This is where

the base information is gathered: what the issues are (however tentative, e.g. a working
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theme), on the basis of which action will be planned and taken. This data collection cre-
ates the foundation for the latter actions and iterations followed. (Coghlan, D. & Brannick,
T. 2006)

2.1.3 Planning, Taking and Evaluating Actions

The planning actions phase follows the actions of context & purpose and constructing.
This is where the next actions are planned. As discussed by Beckhard and Harris (1987),
the following questions are critical and needed to be answered as part of the plan
(Coughlan, P. and Coghlan, D. 2002):

- What needs to change?

- Inwhat parts of the organization?

- What types of change are required?

- Whose support is needed?

- How is commitment built?

- How is resistance to be managed?

The taking action phase implements the planned actions. This phase includes the
planned changes that are followed in collaboration with the key members of the organi-
zation. (Coghlan, D. and Brannick, T. 2006)

Both the intended and unintended actions are evaluated in the evaluating phase. Evalu-
ation is the key for learning, and the findings made in this phase are then used to build
the next cycle. (Coughlan, P. and Coghlan, D. 2002)

2.2 Research Design and Process

In the study conducted, the research approach used is action research. This approach

was selected due to its nature as a method for problem solving.

The research process consists of six basic steps which then form the research cycle of
the study. Each step is tightly linked to one other, so it is not possible to handle them as
separate parts. Quite the opposite, each step prepares and produces information for the

following one. The process steps are presented in figure 3.
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Figure 3. Research process

The study begins with clarifying the business problem. What is the actual problem under
consideration, what is the objective of the study and what is then the intended outcome?
After the first step is covered and crystal clear, it is possible to move to the second step
where the aim is to establish a conceptual framework for creating Customer Value Prop-

ositions by leveraging relevant literature and best practices.

In creating the conceptual framework, the focus is kept tight on customer needs and how
they can be understood most efficiently. This phase uses relevant literature as the base
for the concept of crafting the ideal Customer Value Proposition. This is then comple-
mented with best practises from the industry. The main sources for this information are
articles and books that deal with questions such as value creation, Customer Value Prop-
ositions and sales theory. The output from this phase is a solid conceptual framework

which can then be used in the next phases.

The third phase and the first data collection phase is current state analysis (CSA). This
phase of the study discusses more deeply the current status of the organization’s ability
to create Customer Value Propositions as well as the strengths and weaknesses of the
current model and CVP. It also includes the selection of the target customer that is used
in later phases of the study. The CSA phase acts as the first data collection phase. The
data for the CSA is gathered by conducting interviews with key stakeholders in the or-
ganization. The stakeholders are chosen from the organization so that different views
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can be covered. The outputs for the following phases are in particular the improvement
areas in the current CVP as well as the target customer which will be used in phase 4.

After the target customer for the study has been identified and chosen, the building phase
begins. Here the target is to establish a CVP that is based on the conceptual framework
built in the previous phase. This phase is also the second data collection phase where
the customer information needed to build the CVP is gathered through a set of interviews
with stakeholders and from customer information sources such as web sites and annual

reports. The output from this phase is the first CVP proposal for the case company.

The fifth and last data collection phase is the evaluation phase where the feedback of
the proposed model and initial CVP proposal is gathered. The feedback data is collected
in a workshop which is organized for key stakeholders and other relevant people who
may have improvement suggestions for the proposal. The focus of this phase is to gather
feedback that can be used to improve the model and proposal. The outputs of this phase

are the improvement recommendations.

The final phase is to form an iterated model of the CVP which the case company can
use also with other customers as a repeatable CVP tool. The final model is presented to
the company board and is approved by the senior executives. With this approval, the
commitment of the top management will be reached and the use of the model in practise
can begin.

2.3 Data Collection and Analysis Methods

This study used qualitative data as the base for the analysis which was gathered through
several interviews and workshops. The target audience was selected from the case com-

pany and in the evaluation phase from the target customer’s organization.

2.3.1 Interview as a Research Method

To conduct the interviews, the “standardized open-ended interview” method was se-
lected as the interview technique. In this method, the interview questions are standard-
ized for every interviewee but they allow for open answers. In this way, the respondents

have the possibility to provide more extensive information on the topic. (Turner 2010:
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756). The data collected with this interview method is rich qualitative data which allows

for the researcher to attain a consistent result from the interviews.

For successful data collection, it is crucial to select the right candidates for the interviews
and in this way provide the most credible information for the study. The best way to
ensure this is to select candidates who share their knowledge and experiences openly
and honestly. This can be ensured by conducting the interviews in a comfortable location
where the interviewees do not feel uncomfortable or restrict their information. (Turner
2010: 757)

The data collected in the interviews needs to be transformed into information so that the
researcher can make sense of what has been discovered. This is done by grouping the
data with themes or codes. (Turner 2010: 757) In this study, the data is grouped on a
higher level to categories based on what was discussed and then to groups depending
on whether the answer designates problems, suggest improvements or recommends the

current way of working.

The interviewee candidates for the study were selected based on who has the best
knowledge on the current situation. In addition, each candidate needed to be in a position
where they could provide a wide perspective of knowledge to the identified business
problem. Table 1 below shows the background of the interviewees and the dates when

the interviews were performed.

Data
phase |# |Position Experience Date Location Duration
In the case com-
Case Company | pany for 14 years.
Solutions Team | In the industry for | 10th Octo-
1| Manager 17 years. ber 2014 Espoo, Finland | 1h
In the case com-
Case Company | pany for 7 years. 7
- Industry Spe- | years in the indus- | 12th Octo-
% 2 | cialist try. ber 2014 Espoo, Finland | 1h
o In the case com-
Case Company | pany for 5 years. In
Account Man- |theindustry for 5 |12th Octo-
3| ager years. ber 2014 Espoo, Finland | 1h
Case Company
Account Man- | In the case com- 15th May
4 |ager 2 pany for 1 year.In |2015 Espoo, Finland |1h
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the industry for 10
years.

In the case com-
Case Company | pany for 7 years. 7
Solution Spe- |yearsin the indus- |15th May

5| cialist try. 2015 Espoo, Finland | 1h
A total of 25 years
Case Company | of experience in 10th June
6 | Industry Team |the industry 2015 Espoo, Finland | 1h

In the case com-
Case Company | pany for 14 years.
Solutions Team | In the industry for | 17th July

r:, 6 | Manager 17 years. 2015 San Diego, CA | 2h
S In the case com-
pany for 6 years.
Case Company |10 yearsinthein- |17th July
7 | Sales Director | dustry. 2015 San Diego, CA | 2h
Target Cus- Worked at the tar-
tomer Service |get customer com- | 20th Octo-
2 8 | Manager pany for 2 years. ber 2015 Vantaa, Finland | 1h
a Target Cus-

tomer Property | Worked at the tar-
Development | get customer com- | 20th Octo-
9 | Manager pany for 12 years. | ber 2015 Vantaa, Finland | 1h

Table 1. Background of the interviewees.

2.3.2 Data Collection Process and Analysis

The research data for the first and second data phase was collected using “standardised
open-ended interview” method. Pre-prepared fixed questions were used in the interviews
which were then completed with probing questions if needed. In the third phase, a work-

shop was also organized to gather feedback from the initial proposal.

The first data phase; the current state analysis studied the current value proposition and
its strengths and weaknesses. It concentrated on finding out what the current CVP is
alike, whether there are any variations of it and what the strengths and weaknesses of it
are. In addition, the focus was on choosing the target customer for whom the initial CVP

proposal would be created. The results of the first phase were evaluated with the key
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stakeholders in a group interview which evaluated the validity of the current state analy-

Sis.

The second data phase; the CVP creation concentrated on creating an effective Cus-
tomer Value Proposition for the target customer using the conceptual framework. It was
carried out by interviewing key stakeholders in the case company. The main objective
for this phase was to test the conceptual framework so that it can be used to perform the
Customer Value Proposition process in the case company.

The third data phase; a workshop was organized to gather feedback from the initial CVP
proposal. The participants of the workshop were the case company’s employees who
work with the target customer. Finally, a service manager of the target customer was

also interviewed. The result of this phase was a group of ideas for improvement for the

initial proposal.

Collection Nr. Of
Data | Method Topic Target Desired Outcome Responses
Identifying the Case company | Current CVP identified
Interview current CVP stakeholders |and described 3
Analyzing and de- Strengths and weak-
— scribing the cur- | Case company | nesses of the current
% Interview rent CVP stakeholders | CVP 3
o Selecting the tar- | Case company | Target customer se-
Workshop | get customer stakeholders |lected 1
Validation of the
Group Inter- | Current State Case company | Validate the Current
view Analysis stakeholders | State Analysis results 1
Create an initial CVP
Case company | proposal based on the
‘:‘5 Interview CVP creation stakeholders | conceptual framework
o+
©
o Create an initial CVP
Case company | proposal based on the
Interview CVP Creation stakeholders | conceptual framework 1
o
® Target cus-
S | Group Inter- | Feedback on the |tomer stake- |To receive feedback for
view initial proposal holder the initial proposal 2
Table 2. Data collection details
Y
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The workshop participants and interviewees presented in table 2. consisted of the case
company’s employees who had worked with the target customer. The workshop used
the We-Me-Us technique which allows each participant to first study the question indi-
vidually and form their answer. In the next phase, the participants work in pairs and finally
the whole group works together. This way of working ensures that ideas also from the
quietest people shall be discovered. (Kantojarvi 2012: 54-55) Figure 4. specifies the data

collection process in more detail.

Phase 1. Individual Phase 2. Teams Phase 3. All
Studying the customer pains, Discussing the customer Presentations of group ideas Outcome

: . ains, gains and product i ;
gains and product offering, c)pfferingg. Generat,i)ng — Discussing and challenging Delivery of the final CVP

generating new ideas ideas. the ideas.

Figure 4. Workshop flow-chart

As stated above the workshop consisted of three phases. In the first phase “Me”, the
participants were asked to study the initial CVP proposal made for the target customer.
Then feedback was gathered; new ideas and comments were written down on sticky

notes for later use.

In the second phase “We”, the participants were divided into two groups to discuss the
new ideas and compare their results. The groups then prepared 10 recommendations to

improve the CVP proposal and the results were documented on sticky notes.

The last phase “Us” gathered the whole team together and each group presented their
findings. These were then discussed to find the most important ones which should be

taken into consideration when improving the CVP proposal.
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3 Best practices of Building a Customer Value Proposition

This section offers an overview of what can be considered as value in business markets
and how the concept of Customer Value Proposition has been built over the years. It
also discusses the contents of effective Customer Value Proposition, the building blocks

that are needed to form one and finally how this thesis’ conceptual framework is formed.

The section is divided into five parts. First, it discusses the definition of value and how it
is seen in business markets today. Secondly, it discusses how the building of Customer
Value Propositions is seen in different publications. In the third section, it focuses on
customer segmentation and how to discover the most potential customer groups. Next,
it discusses customer needs and sets the question of how different needs can be dis-
covered. Lastly, it presents the conceptual framework for this thesis.

3.1 Definition of Value

Traditionally the meaning of value has been defined as being the relation of costs and
benefits to the customer. When the customer receives a greater benefit from the trans-
action than s/he sacrifices, customer value is created. (Rintamaki et.al. 2007). As Payne
and Holt discuss (2001), the meaning of the term value has frequently been used to
describe customer value, but it is also used from other aspects to describe the benefits
for the organization. Vargo and Lusch (2004) mention that as value is determined by the
customer, the firm providing the products and services can only produce value proposi-
tion of its offering, not value itself. Value creation is undeniably important to both parties
in business, the firm selling its products and services and the customer buying them.
Gronroos (2008) has taken a wider view, arguing that the customer is ultimately a co-
creator of value, as instead of the value being embedded in goods or services, value is

created when the customer is consuming them.

The meaning of value also has a wider perspective in literature. James Anderson has
pointed out (1995) that the essential meaning engagement of a firm providing the goods
and services to the customer to buy them, is to add value or reduce the costs. As this is
happening, the meaning for each firm is to profit from this exchange (Anderson 1995).
This means that value creation is an interactive process between the firm and the cus-

tomer (Rintamé&ki 2007).
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This study follows the notion of the customer being the creator of value and hence the
firm is only able to produce value propositions until the customer has proven the value.

3.2 Building a Customer Value Proposition

This section presents the definition for Customer Value Proposition and how the term is

used in literature.

3.2.1 Definition of Customer Value Proposition

In the past two decades, Customer Value Proposition has probably become one of the
most used terms in business markets to describe how well companies are able to deliver
their sales and marketing message to their target audience. Still today there is no mutual

understanding in academic circles of what constitutes a Customer Value Proposition.

The beginning of value propositions is commonly traced back to the 1980’s when Later,
Lanning and Michaels (1988) defined value proposition as being a statement of benefits
that are offered to a customer and the price the customer is willing to pay. At the time,
this approach was called ‘value delivery system’ and it included a three-step process,
where the first step was to choose the value, second to provide the value and third to
communicate the value. Kambil et. al. (1996) has presented a clear definition for VP’s:
value propositions define how items of value (product and service features as well as
complementary services) are packaged and offered to fulfil customer needs. (Kambil A.
Et. Al 1997).

Despite the fact that there is no single approved version for defining Customer Value
Proposition, many authors agree on at least two issues: Customer Value Proposition
should always be defined from the customer perspective, demonstrating the customer
value (Anderson et al., 2006). It also has a strategic role within the organization forming
the competitive advantage. Kaplan and Norton (2004) compare strategy and Customer

Value Propositions as:

Once a company understands who its targeted customers are, it can identify the
objectives and measures for the value proposition it intends to offer. The value

proposition defines the company’s customer strategy by describing the unique mix
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of product, price, service, relationship, and image that a company offers its tar-
geted group of customers. It should communicate what the company expects to do
for its customers better or differently than its competitors.

Based on the literature review, four Customer Value Proposition concepts are identified
as the ones that examine the subject in depth: Kambil's (1996) theory of value maps,
Lanning’s (1998) view of ‘delivery of value’, Anderson’s (2006) three alternative ap-
proaches for value proposition and finally Rintamaki et.al. (2007) who suggested the use
of a three step approach: identify the key dimensions of customer value; develop the
value proposition; and evaluate the value proposition for its ability to create competitive
advantage. A more recent publication to add to the list is Osterwalder’s et. al (2014)
Customer Value Proposition Canvas, which presents an easy-to-use tool for creating

Customer Value Propositions.

Barnes et.al. (2013) discuss the use of value propositions in their article and suggest that
true value propositions can answer the following questions:

- Are we in the right business, focused on the right things for the right clients?

- What is the essence of what we do, with what benefits and at what cost, for
whom?

- Are we pursuing the right sales opportunities? (This is increasingly important be-
cause, for service and solutions providers, the cost of pursuing opportunities is
at an all-time high, and still rising.)

- And, from the opposite (procurement) perspective, are those companies that sup-

ply us aligned with our organization and values?

3.2.2 Value Maps

The theory of value maps for developing Customer Value Propositions was first sug-
gested by Kambil (1996). In his theory, value propositions define how products and ser-
vices are packaged and offered to fulfil customer needs. This approach uses the value
frontier that positions the firm and its competitors using the maximum performance and
represents the different segments offered to customers. A value map extends the value
frontier offering three optional strategies: reducing costs and performance; increasing

performance and price; and enhancing value without increasing the price.
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3.2.3 Value Delivery

Lanning (1988 and 1998) introduced the value delivery system and later developed it to
be more interactive, experiential and relationship-based. Here, Lanning defines value as
resulting from experiences customers derive from doing business with the organization,

as compared to the competitors’ alternatives.

Choose the value Provide the value Communicate the value
Customer Advertising
valiia Value Product Service Pricing / Sourcing, /Distributing,/ Sales force / Sales PR, etc.
fioeas positioning /development /development making servicing message promotion / Message
& media

Figure 5. Value delivery system by Lanning (1988)

3.2.4 Three Kinds of Value Propositions

Anderson et al. (2006) performed a large scale research to understand what constitutes
a Customer Value Proposition. They suggest that organizations typically adopt one of
three alternative approaches: all benefits, where a company delivers all the identified
benefits of its products and services to customers; favourable points of difference which
underlines the benefits relative to competitive offerings; and the resonating focus that
highlights one or two benefits which are truly valued by customers. In their research,
Anderson et. al suggest that the third approach is preferable, as customers will perceive
the supplier as highly focused on relevant benefits.

3.2.5 The Framework for Identifying Customer Value Propositions

In their research, Rintamaki et.al (2007) state that customer value is based on the total
customer experience including the following four layers: economic value, functional
value, emotional value and symbolic value. The competitive advantage is defined by the
firm’s ability to use its resources and competencies to produce customer value. Hence,

what the firm believes the customer values the most is a strategic decision.
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Figure 6 below presents the framework for identifying Customer Value Propositions us-
ing the four step process. The framework includes value dimensions that are organized
hierarchically. The dimensions range from more objective to subjective, starting from
‘economic value’, then moving on to ‘functional value’, ‘emotional value’ and finally ‘sym-

bolic value (Rintamaki et.al 2007).

1 1
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L e e T ot o e R Y e O O S e e N T gl S e ey L 1 B S e g | LN S s e ]
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Figure 6. Identifying Customer Value Propositions

This framework can help firms’ managers to identify, crystallize and implement compet-
itive Customer Value Propositions for their target audience. It can also be seen to align
a firm’s operations, including marketing, resourcing and business in general around cre-

ating value for target customer groups. (Rintamaki et.al 2007).

3.2.6 CVP Canvas

Osterwalder et.al. (2014) discussed in their publication the importance of an effective

process when designing Customer Value Propositions and the meaning of leveraging

the skills and resources of the team. They presented a CVP Canvas which can help firms

to create value for their customers through value propositions by linking the customer

profile to the presented value. This means that by understanding the customer’s envi-

ronment such as the gains they are expecting, the job the customer is trying to get done
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and the risks and obstacles they face or fear, the firm can connect these to the identified

value within the same areas.

3.2.7 Monetary Value

When demonstrating value to the customer, documented monetary value should be in-
cluded when possible (Gronroos and Helle 2010: 574-575). Leading firms demonstrate
their value by presenting how their products and services offer cost savings for the cus-
tomer. The data needed to perform this is often collected from the customer by working
with their managers but it can also come from other sources such as other customers in

the industry or associated studies (Anderson et.al 2006).

Vargo et al. (2008) offer a definition which also includes a comparison between different
markets. When dealing in the business-to-business environment, demonstrating value
over competition can be measured in terms of, for example, growth, premium pricing
and/or cost savings opportunities created for a customer. However, in the business-to-
consumer environment the benefits are often presented with softer values; as increased

comfort, trust and attraction.

3.3 Focus Customer Groups

In business practices as well in literature there is a mutual understanding that in order to
create a Customer Value Proposition that works, the right target audience first needs to
be identified and selected. In their publication, Kaplan et.al (2004) state that it is the firm’s
manager’s responsibility to identify and select the target customers. The common meas-
urements to be used in the selection are for example satisfaction, retention, acquisition,

profitability, market share, and account share.

Adamson et.al (2012) spent time working with nearly 100 high performance companies
studying their star salespeople’s work. They presented a scorecard which managers can
use to coach their salespeople to discover the underlying sales potential the customers

have.
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10: Consider not pursuing the opportunity
10-20: Consider pursuing with limited resources
20+ Consider pursuing with full resources

Table 3. Prioritizing your opportunities (Adamson et.al 2012).

Organizational basics Yes No | [feither
- . answer is
. D th tomer have significant current or potential nd?
a. Does the customer have significant current or potential spend NO, do not
b. Is the customer financially healthy? pu(;sutle a
ea
2. Operating environment Yes No
a. Does the customer face external pressures to change, such as ]
new industry regulations or loss of market position? 1 point for
each yes
b. Are there internal pressures to change, such as new manage-
ment or a rethinking of strategic direction?
3. View of the status quo Yes No
a. Is there organization-wide discontent with the status quo? fz pomt;
or eac
b. Does the current supplier fall short of expectations? yes
c. Is the customer unhappy with existing workarounds?
4. Receptivity to new or disruptive ideas Yes No
a. Do internal stakeholders frequently share best practices? :’ p°'”t;
or eac
b. Do they attend conferences and other learning events? yes
c. Do leaders look to the broader organization for ideas?
5. Potential for emerging needs Yes No
a. Do stakeholders engage in constructive dialogue when their 4 00i
) points
assumptions are challenged? for each
b. Do they seek to continue conversations about industry bench- yes
marks and trends?
c. lIsthere at least one confirmed “Mobilizer” in the company?
Total
Scoring

The scorecard presented in table 3. is suggested to be used as an informative conver-

sation starter, not inviolable checklist.
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3.4 Customer Needs Analysis

Once a firm has performed the target customer selection and understands who its tar-
geted customers are, it can move to the next phase, to identify the objectives and

measures for the value proposition it intends to offer (Kaplan et.al. Strategy Maps 2004).

Focusing on customer needs before value propositions is seen as very powerful, as this
way it is known in the design phase whether the value proposition resonates to the cus-

tomer or not (Osterwalder et. al 2014).

Cranney (2014) discusses the Business Value Framework (BVF) which connects the
customer’s strategic drivers and business objectives to their needs and can then easily
be linked to value propositions. This is presented to be the easiest way to help the po-
tential customer understand that they should make a change. A similar approach has
been widely used in business markets to present a structured process between business
objectives and value proposition.

CORPORATE OBJECTIVES BUSINESS STRATEGIES IT INITIATIVES CRITICAL CAPABILITIES

Reduce security

exposure on IT
Acquisitions in infrastructure
Asia & Europe

Regulatory
P compliance

Earnings —
Growth of Process & best
practice
15% o %0 L / standardization
e Consolidate
distribution and Pkt K
operationsinto 6 ——<"  consolidation &
global regional migration

centers Labor virtualization

& off-shoring

Figure 7. Example of value framework

Osterwalder’s et.al (2014) CVP Canvas approaches customer needs through the cus-
tomer’s jobs, pains and gains. This can be seen as a three-layer feasibility study, as each

area should be studied on a functional, emotional and social layer.

Customer jobs are the tasks customers are trying to get done. These can be functional

such as when the customer is completing a specific task, for example devising a financial
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report; or they can be social jobs such as when the customer wants to look good or get
attention, for example approval from a supervisor; or they can be emotional jobs, such
as feeling good or secure at work. (Osterwalder et.al. 2014)

Customer pains are things which annoy the customer when performing their tasks. They
can also be risks with potential bad outcomes when working. The pain can be for exam-
ple a solution that gives a false result or it can be a bad feeling related to performing
some task.

Customer gains describe the outcomes the customer is expecting. The gains can be
required, such as a specific function achieved with a solution, or they can be expected,
for example user-friendly design in a user-interface. The gain can also be a desired one
where it usually goes beyond what the customer would dare to ask, for example the

integration of all their data sources. (Osterwalder et.al. 2014)

3.5 Defining Information Products

Information Product is a term that is widely used in the world of GIS and Business Intel-
ligence. It is used to generally describe the embodiment of information used in business.
Roger Tomlinson (2013) has described information products in his book as follows:

“The key undertaking of managers - and those who plan on their behalf - is to
understand their business and identify what would benefit that business. From GIS,

the fundamental benefit comes in the form of what we call information products.

An information product is data transformed into information particularly useful to
you - for example, economic data analyzed in relation to a specific location - and
delivered to you via computer, often in the visual form of a map. If it's something
that helps you to do your work better, faster, more efficiently, then it's an infor-

mation product. (Tomlinson 2013)

The original process introduced by Roger Tomlinson in the early 2000’s relies on the
notion that GIS is a horizontal technology that has a wide range of applications across
the industrial and intellectual landscape. The first thing is to define which context is re-

ferred to and what the technology is used for. This is needed to perform a very detailed
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definition, since a simple definition is often not sufficient enough to reveal the needs
(Tomlinson 2013).

Figure 8. below presents a holistic model of a GIS system and the function which turns
the data to information that is useful to a dedicated person. Through this, it can be un-
derstood how the different components of the system are linked to each other and finally
produce the designated output (Tomlinson 2013).

Parts of a geographic information system

DATA » GIS = INFORMATION
MAPS STORAGE I PRODUCTS
) I
l [l
3t | T =21
8 Lines If"g"[;' I ! chematics 3
E Areas Attributes i —N A 8
§ Complex M L‘NEW map? 3D P ,.3
- Q
) == Data loading ///#

Replication New lists

Conversion ' Ent&gglse
migration 4 ANALYSIS Operations
Digitizing
T % I
e )
-IE 1 Functions
sg ﬂ ﬁ Database administration I =)
Reconcile and post I Q
E Heavy analysis =}
= Data loading y/ 3 >
] Inte‘rchangirlformais i;irvey mdE asuriments ,_Eera(tive I Internet/Intranet/WAN or LAN g
thsmﬁeanrrr:Izi; Fhaoptf: arr:amamtzl e Map production I Web service applications
. m Query/Analysis Interoperability Quick query

Servers Images
VGl Lidar
GPS

Wireless  Other systems/
I Servers

- $!+ s Return on investment

Data maintenance

-$

Figure 8. Parts of a GIS system

An important part of the delivery of the information systems is the technology used. As
discussed in chapter 1.3.4, the technological platform that the case company is using to

produce its solution covers the different areas to serve a modern enterprise’s needs.

The benefits are an essential part of information products. Information products identified
should always clearly benefit the organization’s business. The benefits of GIS infor-
mation products are usually expressed in two ways: how it will make one or more suc-
cessful outcomes in the management accountability framework and what the fiscal ben-

efits the information product will generate are. (Tomlinson 2013)
-
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Tomlinson (2013) suggests to use the following steps when identifying the actual benefits
of information products. The first step is to identify the line-item budgets that will be af-
fected by this new information. This is followed by identifying the actual change in oper-
ation procedures in the subline-item budget that will result from the improved information.
If possible, the resulting increased effectiveness of the new information should be esti-
mated.

3.6 Benefits Message

The benefits gained are meaningless unless they are communicated to the audience.
The communication is done by creating benefits messages and value-based message
that consist of important, interesting and valued elements from the customer’s perspec-
tive. (Barnes et.al. 2009)

Before creating the messages, their purpose, direction and objective are defined. This
requires an understanding of the business and the underlying needs. The objective can
be for example clarifying the offerings, increasing awareness or introducing a set of new

services. (Barnes et.al. 2009)

Anderson et. al (2006) discuss the importance of communicating the concrete value by
showing the amount of savings in dollars as a part of the value proposition. This is argu-
ably the most efficient way to deliver the message to the target audience, but often the
actual savings are very hard to calculate. (Tomlinson 2013).

Roger Tomlinson (2013) suggests that the benefits should be assigned to the following
categories:
- Savings
o Savings in money currently budgeted
- Benefits to the organization
o improvement in operational efficiency
o reduction of liability
o effectiveness of planned expenditure

- Future and external benefits
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Figure 9. shows an example of the information products’ benefits message. The mes-
sage includes all of the three categories and is approved by the head of department.

Title: Sewer backup information product
Required by: Engineering department
Name: Gary

Savings
Current data compilation is time-consuming—100+ person hours for each flooding (fifty per
year). This time could be reduced by 90 percent. Staff time savings of 80 percent per year on

current workload.
Benefit—5%120,000/year

Benefit to organization
Timing of proeduct output will be improved significantly. Information provided on basement

floodings just after the storm occurs.
Solutions may be applied in time to verify the correction during the rainy season.

The improved timing will make it possible to coordinate repairs with maintenance contracts
currently under way, which would save considerable sums.

Reduced liability. There is currently a backlog of ten court cases awaiting trial. The number of
court cases increases as time goes on. Staff spends considerable time collecting data for court
cases. Legal costs would be reduced.

Benefit—S60,000/year
Future and external benefits
By resolving basement-flooding problems, the environment is improved. To relieve basement
floodings, sanitary sewers are pumped into the storm sewers, and there is an increase in
pollution levels in freshwater streams and lakes. Sewage treatment costs would be reduced.

Benefit—S512,000/year

Gary Jones ’éézz«# ,/am

Department head _ =52

Figure 9. Example of Information Product Benefits Message (Tomlinson 2013)

It is noted that often these benefits are not immediate and cannot be measured instantly.
The time taken to realize the benefits depends on the nature of the benefit. Benefits
should be reviewed at regular, pre-established intervals and coordinated with other

budget reporting timelines. (Tomlinson 2013)
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3.7 Conceptual Framework

The conceptual framework of this study is created based on the results of a wide range
of research completed within the past few years, added with the leading GIS market
specific knowledge of Customer Value Propositions. It consists of a five-step process
which forms a holistic framework and creates a unique Customer Value Proposition for

the case company.

The first step creates the foundation for the framework. Here, the target customer is
selected from the case company’s focus industries. The selection process is carried out
using the case company’s Account Designation fit criteria, which include profitability, the
customer’s external and internal pressures to change, their receptivity to new or disrup-
tive ideas and the openness and willingness to share their ideas (Adamson et. al. 2012
“End of Solution Selling”, Simons 2014)

The second step is to understand the target customer’s business and analyze its needs
in detail. This step starts by investigating what the most important jobs and processes in
the customer’s business are and the pains they are struggling with. In addition, the deci-
sions that have to be made to make the change in business behavior to reach business
goals are studied, as well as who makes these decisions and acts based on them. (Os-
terwalder et.al 2012, Barnes et. al. 2009, Tomlinson 2013).

The third step is to start defining the value propositions. This step uses the information
gathered in the previous step to define which information products are needed to get the
customer jobs done and pains relieved. By using the Value Framework, the organiza-
tional goals are linked to business requirements and finally to information products.
Based on the information products, the corresponding measurable benefits are identi-
fied. (Tomlinson 2013, Cranney 2014, Porter M. 1996)

The fifth step is where the benefits of the value proposition are gathered and turned into
a benefits message that communicates the value to the target audience. Mr. Tomlinson
(2013) found out that in the world of GIS the most significant benefits come from the
improvements in operational efficiency and in workflow, in reduction in liability and in the

effectiveness of planned expenditure (less costs, better results).
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Barnes et.al (2009) discuss the importance of value propositions to stand for truth and
reality and not be assumptions or ideas that cannot be proven. The key is to extract
qualitative and quantitative benefits from the augmented and potential rings, and map

them for further refinement.

1. Target 3. Define . 5. Customer
g 2. Customer ) 4. Benefits
Customer ] Information Value
. — Needs Analysis — message — L
Analysis Products Proposition
Select the target Understand the Perform the Create a Benefits Documented
customers from customer Business Value Message to the Customer Value
focus industries business. Study Assessment to target customer Proposition
by using Account the customer understand
Designation Fit profile: Pains, Customer’s strategic
Criteria Gains, Jobs goals and to find the

useful information
products

Figure 10. The conceptual framework of the study

Once all the steps have been successfully completed, the Customer Value Proposition
is ready to be presented to the target audience — the customers.

4  Analysis of the Case Company’s CVP’s and Current Customer Potential
(Current State Analysis)

This section describes the case company’s current Customer Value Proposition, how it
has been formed and analyses its strengths and weaknesses. The section contains three
parts and in the first part, the background of the case company’s use of Customer Value
Proposition is described. In the second part, the current Customer Value Proposition is
described and finally in the last part the strengths and weaknesses of the current CVP

are analysed.

The data for the current state analysis was collected in three different interview rounds.
The interviewees were selected based on their knowledge, experience and position in
the company. It was identified that it is important to have the perspective of top manage-

ment for the study to strengthen its validity.
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4.1 Case Company Background

The case company is operating in multiple different industries covering a total of 30 dif-
ferent industries from Natural Resources to Transportation and from Banking and Fi-
nance to Retail. The high number of different resources has set high challenges for the
case company’s sales operations to identify customer needs and demonstrate business

value for the customers.

Another important fact is that the case company’s resources for sales and marketing are
limited and hence it is crucial that the materials produced can be used in multiple situa-
tions within different customer groups. In order to be able to apply the CVP to the nu-
merous customer industries described, it has to be rather universal to be easily trans-
formed for different customer groups. Furthermore, it is then possible to address the

customer’s needs more precisely.

4.2 Description of Current Customer Value Proposition

The first interview round concentrated on identifying the case company’s current Cus-
tomer Value Proposition. As presented in appendix 1, all interviewees were very unani-
mous about the status and main contents of the current CVP. Some differences were
detected between the interviewees regarding the other CVP’s the case company cur-
rently has.

Based on the interviews, the details of the current CVP were described. Also, the way
the interviewees see the current CVP as delivering benefits to its target audience (e.g.

how good it is) were analysed.

Currently, the identified CVP totally relies on what the parent company provides and is
based on technology only. The interviewees also agreed that one of the biggest chal-

lenges at the moment is the case company’s inability to identify customer needs.

The case company’s current Customer Value Proposition originates from the parent
company’s resources from the mid 2000’s, when they first started to use the concept of
four common patterns of business behaviour in enterprise organizations. (parent com-
pany 2015) The concept is based on the notion that every enterprise organization, de-
spite their industry, has the same patterns in their business behaviour.
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At first this consisted of a total of four patters, which were asset data management, plan-
ning and analysis, field mobility and operational awareness, describing the areas where
the parent company’s technology is able to benefit the customer throughout the whole
organization. In 2012 the fifth pattern, Constituent engagement was added to the concept
and finally in 2015, the latest pattern — Location Enablement. Figure 11. below illustrates
the concept, which is then described in detail below.

Leverage GIS as an Enterprise Asset

Applying fundamental patterns of use across your organization

Location Asset Planning & Field Operational Constituent
Enablement Management Analysis Mobility Awareness Engagement

Empower all users to Collect, organize, Transform data Get information Disseminate Get feedback
discover, use, make and exchange data into actionable into and out information where and make
and share maps information of the field and when it informed decisions
is needed

Your Integrated Web GIS Platform

Figure 11. The six patterns of common business behavior in enterprise organizations

Location Enablement

The first pattern — Location Enablement was included as part of the concept just recently,
during the preparation of this study. Location Enablement is the outcome of so-called
consumerization, which refers to the way different tools and practices are acquired in
private life and then later on adapted to the working environment. In this context, it ex-
plains how people have learnt to use location-based tools as part of their everyday life

and are now looking for similar workflows in their work.

This pattern is stated to be the most important one for the customer organization to be
successful. It originates from the current trend of collaborating and sharing information,
and brings up the notion that by being able to share location-based information and the
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tools to produce it for every employee, the organization can act more efficiently, make
better decisions and eventually save money.

Asset Data Management

Efficient Data Management is often seen as the base for a successful organization. The
right tools and methods in data management ensure that the organization has reliable,
up-to-date data that can be used widely in the organization and for several purposes.
Data management also provides tools for sharing the data to users inside the organiza-

tion as well as to the stakeholders in partner organizations.

Itis said that more than 80% of the parent company’s data contains location components.
With efficient data management, these tools allow the organization to integrate infor-
mation from a variety of sources, combine it and use it to increase e.g. business produc-
tivity and assist with security systems and administrative tasks. All this can be achieved

with a single platform. (parent company 2012)
Planning and Analysis

The Planning and Analysis is the pattern that provides the tools and practices for organ-
izations to change their raw data to actionable information. Planning and Analysis can
be seen as critical for organizations as they plan their actions, for example how they
manage their resources, or when they analyse the weaknesses or vulnerability of the
organization or its assets. By analysing these elements, the organization can then pro-
duce plans on how to act accordingly and manage their resources most efficiently. Plan-
ning and analysing is often seen as the most beneficial part of a location platform. (parent
company 2012)

Field Mobility

The importance of mobile capabilities has risen to be a mandatory part of an enterprise
organizations’ use of information. These applications connect the field workers to the
office and the authoritative information based on data management with plans and anal-
yses. With the applications, field workers can have access to the same information and

symbology as users at the office. Field workers can also collect their observations which
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are then simultaneously synced to the office and other users at the field. (parent com-
pany 2012)

Operational Awareness

Operational Awareness refers to the comprehensive understanding of the activities that
affect an organization. It is configured based on the user’s needs, whether it is the exec-
utive level looking for information on what the organization’s capital budget is spent on,
or the work manager needing to track how the departments assignments are taken care

of or the knowledge of what the employees are currently working at.

Applying operational awareness supports collaboration and communication at the enter-
prise level. Reaching real-time status of each task and activity in the organization im-
proves decision-making by providing each executive with the current operational status.

(parent company 2012)
Constituent Engagement

For some time, governments have had growing needs to engage citizens better, deliver
transparency in their acts and enhance policymaking. Constituent Engagement provides
the tools and channels for constituents to get their voice heard. It combines the organi-
zational data to real-time information and social media channels and by this, it provides

the views and trends citizen have for decision makers. (parent company 2012)

Constituent engagement is also used by companies who have needs to interact with their
customers and stakeholders. Different channels for collecting feedback or valuable in-

formation regarding the status of company assets are used widely.
Architecture

One important value that is presented to customers is that all of the above-stated can be
delivered either as a cloud-based solution (as a SAAS - Software as a service) or on-

premises so that everything is installed to the environment that the customer points out.
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This is a very important element as currently a large number of organizations are looking
for savings from cloud-based services but at the same time, it is highly important to be

able to store their critical business data to a secure environment — to a private network.

4.3 Strengths and Weaknesses of the Current CVP

The strengths and weaknesses of the current CVP were gathered during the first data
capturing in the interview session. The data from the interviews can be found in appendix
1.

4.3.1 Strengths

The current CVP has undoubtedly numerous strengths. The so-called “5 pattern CVP”
integrates the different parts of what have been identified as the usage areas of location
technology today. It can simultaneously show that the technology platform delivers all
the needed capabilities for an enterprise organization’s needs while presenting a modu-

lated system that applies for smaller audiences’ needs as well.

The 5 pattern CVP also clearly differentiates the case company’s offering from those of
competitors being the only comprehensive technology platform available offering these
functionalities out-of-the-shelf.

It also allows for the possibility to point out the clear benefits from each area connected
to the customer’s business needs. Despite the customer’s industry, the needs are com-

mon across the verticals and only slight modifications to the benefits’ story is needed.

4.3.2 Weaknesses

The identified weaknesses of the current CVP were related to its universality and lack of
measurability. As the CVP core message is the way it which it covers the different user
patterns in an enterprise organisation, it hardly resonates any particular business line

without deeper explanation.
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It also does not clearly point out the benefits of any particular business issue on any
customer vertical or group, and does not itself present any business value that could be

measured based on monetary value.

* Strengths * Weaknesses

* The current CVP delivers the * Universal; doesn’t concentrate
Case Company’s platform on any vertical/industry
message * Doesn’t focus on customer

* The CVP addresses Case needs or business issue
Company’s unique solution * |s presented on a high level and
portfolio that differentiates doesn’t address any business
from that of competitors problems

* Works in any vertical/industry * Cannot be measured monetarily

* Covers the needs of the whole « Doesn’t include any focused
organization solutions

* Gives the ability to dive more * Requires a lot of work before
deeper when needed can be delivered to the

customer

Figure 12. Strength and weaknesses of the current CVP

4.4  Analysis and Selection of the Target Customer

The case company’s business covers horizontally multiple different verticals i.e. indus-
tries, a total of 42. Within those industries, five industries have been identified where the
company currently focuses its marketing and sales activities. Future growth is seen as
coming from these industries. In addition, the company has a number of valuable cus-
tomers in other industries that are seen as a cornerstone for its operations showing fi-

nancial, learning or strategic value.

The selected five industries are local government, retail, real estate, forestry and manu-
facturing. These industries can be seen to include emerging customers that represent
new opportunities. Alternatively, they are industries where the case company has gained
some ground and offer opportunities for very significant growth. These customers are
called a “Major Growth” group, as it is seen that potential demand and an opportunity for

significant growth exists there.
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The research was carried out by selecting and prioritising customers from these groups
based on opportunity and fit criteria. A set of questions was created in order to under-
stand the true potential of each group and the data for the selection was gathered from

interviews with case company Industry team members.

- How many existing customers are there in the specific industry?
- Are the organizations financially healthy?

- Are there existing opportunities in the industry?

- Does an industry offering exist?

- Is senior management open or interested in change?

Local Manufactu-
Gov. Retail | Real Estate | Forestry ring

Nr. of existing cus-
tomers 35 4 15 2 1

Nr. of financially
healthy organizations

in the industry 40 100 150 50 200
Nr. of existing oppor-

tunities 20 5 25 3 5
Industry offering Yes No Yes No No

Nr. of organizations
having receptivity to
change 5 4 25 5 40

Table 4. Industry selection criteria

By using the selection criteria presented in table 4., the group having the potential for
demand and opportunities for fast growth was identified. Based on the analysis, this re-

search is focused on the real estate industry.

The next phase is to prioritize the industry players, the companies within construction
and real estate business in Finland. In the research, each of the industry companies was
evaluated and ranked based on their future potential and some good judgment. At the
top of the list are those accounts that could be star performers in the future and which
may exhibit very strong growth. The prioritizing criteria was based on company revenue,

number of employees, financial health and whether the company’s business meets the
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case company’s industry offering. This phase was realised in the industry team’s work-
shop where the industry team leader together with the industry expert carried out the
prioritization of the list of companies.

Company name Nr. of em- Meets indus-

Rank ployees Revenue k€ try offering?
1 3121 1143696 Yes
2 1726 728717 Yes
3 1814 708272 Yes
4 560 612975 Yes
5 1392 584013 Yes
6 1497 545572 Yes
7 2711 329329 Yes
8 756 315264 Yes
9 550 268013 Yes
10 1592 265469 Yes
11 567 246815 Yes
12 1250 246275 Yes
13 1191 169709 Yes
14 612 168842 Yes

Table 5. Real estate & construction industry prioritization

As table 5 shows, there are only 14 companies in the industry that meet the definition
criteria. Within this prioritization, the largest company in the industry that meets the in-
dustry offering was selected to be the focus customer for this research.

45 Summary

The analysis of the case company’s current Customer Value Proposition was based on
the planned approach that constitutes a process that is presented in figure 13 below.
The purpose of the five step process was to produce input for the research phase of this
study, the design of an Effective Customer Value Proposition. With the needed input the
strengths and weaknesses of the current CVP would be investigated and the target cus-

tomer provided for the research.

The first phase of the process was to collect data from company stakeholders regarding
the current CVP, its building blocks and the benefits it is seen to deliver to the target

audience. During this phase, the current CVP with its benefits was identified based on
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interviews. The three responses gathered from senior employees of the case company

produced a comprehensive view of the current situation.

The second phase was to formulate and document the current CVP based on the gath-
ered information. In this phase, another round of interviews was conducted where the
current CVP was discussed in detail. As the purpose of this phase was to investigate the
current CVP in a very detailed manner, only two interviews were carried out. The results
of this phase where somewhat surprising, as the views from each interviewee on the

current Customer Value Proposition were very similar.

The third phase of the process was performed to identify the strengths and weaknesses
of the current CVP. This phase used the data collected in the second-round interviews.
The results of this phase indicated that even though the current CVP is not sufficient
alone to serve the case company in delivering its benefits message to the target audi-
ence, it includes such essential information of its offering that it can be used as a part of

creating the effective Customer Value Propositions for the case company.

The fourth phase of the Current State Analysis can be seen as a critical part of the re-
search. The core idea of this phase was to analyse the case company’s customer base
to identify the target customer for the research. The target customer does not mean au-
tomatically the most productive customer for the case company in monetary measures,
but represents a large number of potential customers where significant growth exists
through selling productized, repeatable solutions. Through this type of a target customer,
it can be seen that an effective CVP process would produce the greatest value for the
company. In addition to the company’s existing customers, future growth comes from
untapped commercial markets. In order to perform successfully and to be able to suc-
ceed in competition, all operations from marketing to sales, delivery and after sales have
to perform efficiently and cost effectively. Focusing on the right customers - where the
case company can via targeted marketing reach a group of customers sharing similar

needs - it can perform its sales effectively with shorter sales cycles and greater income.
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2. Formulating the
current Customer
Value
Proposition(s)

1. Data collection
with Interviews

3. ldentifying the
strengths and
defects of the
current CVP

Figure 13. The Current State Analysis Process

38 (69)

4. |dentifying and
selecting the Case
Company’s most
potential customer

5. Summary of the
Current State
Analysis

The output from the current state analysis is used for creating the needed input for the

CVP process.

1. Organizational basics Yes | No | Comment
a. Does the customer have significant cur- Current spending is low, but poten-
rent or potential spending? X tially huge.
b. Is the customer financially healthy? X
2. Operating environment Yes | No | Comment
The target customer has said that
smaller companies in construction
a. Does the customer face external pres- . . .

. and infrastructure maintenance in-
sures to change, such as new industry reg- dustry are threatening their market
ulations or loss of market position? oy g :

position and they need to find new
X solutions to support their business.
b. Are there internal pressures to change, A new CEO was appointed to target
such as new management or a rethinking customer recently. Other C-level
of strategic direction? X has also changed.
3. View of the status quo Yes | No | Comment
a. Is there organization-wide discontent Customer has told that they need
with the status quo? X to work to renew their processes.
. Tietomekka Oy offers tailored solu-
b. Does the current supplier fall short of . Y .
. tions and does not provide access
expectations?
X to data for the customer.
. . The Customer has told that they
c. Is the customer unhappy with existing .
are unhappy to work with
workarounds? .
X Tietomekka.
4. Receptivity to new or disruptive
ideas Yes | No | Comment
. Target customer states in their vi-
a. Do internal stakeholders frequently are
. sion that they want to be the
share best practices? . .
X trendsetter in their industry.
b. Do they attend conferences and other
. Yes they do.
learning events? X
c. Do leaders look to the broader organi-
. ! Yes they do.
zation for ideas? X
5. Potential for emerging needs Yes | No | Comment
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a. Do stakeholders engage in constructive

dialogue when their assumptions are chal- Yes, very much so.
lenged? X
b. Do they seek to continue conversations Yes verv much so
about industry benchmarks and trends? X » VETy ’
c. Is there at least one confirmed “Mobi- .
. Multiple known.
lizer” in the company? X

To-

tal | 29

Table 6. Opportunity Scorecard for target customer

The results of this section create the foundation for the study and the design process of
an effective CVP model. In order to validate the current state analysis results, the indus-
try team conducted a validation workshop that set up criteria to analyse whether the
results of the analysis can be applied to further phases of the study. The validation was
based on the opportunity scorecard that is presented in section 3.3 above. The team
used the scorecard to validate whether the customer truly passed the test and could be
used as a target customer for this study. The team discussed each question individually
and used its knowledge and information from the internet to confirm whether the item
applies to the target customer. The scorecard is presented above in table 6 and the

analysis data collected during the workshop is presented in appendix 2.

Based on the analysis made with the scorecard, the selected target customer has the

desired potential and can be used in further phases of the study.

5 Building the Customer Value Propositions for the Case Company’s Se-
lected Customer

5.1 Initial CVP

This section presents the building of the initial customer value proposition for the selected
customer. The findings from Current State Analysis are used as a base for building the
initial CVP. The building process is based on the conceptual framework presented in
chapter 3.6. Each process step is explained in detail and the results of each phase pre-

sented. The section is finalized with a summary of the initial customer value proposition.
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5.1.1 Customer Need Analysis

The target customer for the study was chosen in the previous chapter, which analysed
the potential of different industries and finally identified the case company’s most poten-
tial customer. The target customer is now further analysed to find out the different needs
the customer’s business has. In order to understand where the potential value creation

area is, we need to find answers for the following questions:

- How is the target customer’s business structured and what operations do they

have?

As table 7. below shows, the target customer’s business is divided in three different di-
visions of which Housing Finland and CEE produces the greatest revenue: 778 Million
EUR and the best operating profit: 7,2%. Based on the rule that largest business seg-
ments get the greatest attention, our study is focused on Housing Finland and CEE.

Business Premises and

Housing Finland and

Housing Russia

CEE Infrastructure
Revenue 778 266 607
MEUR
Profit % 7.2 41 3.6

Table 7. Target customer’s financial figures per business division

To further understand the business needs of the target customer, the way their company
is managed and operated need to be examined. The target customer Housing Finland
and CEE'’s division is divided into six different business lines that operate under senior

management. The business lines are:

Development
Marketing
Sales
Investments
Construction

Maintenance
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Each of the six business lines has their tasks and duties that the business line exists and
operates for. Each business line then operates according to the company strategy and
targets. To understand the underlying needs of the case company’s solutions and ser-
vices, the study identified the most important jobs, pains and gains of the target cus-
tomer’s business lines. The data was collected in a group interview within the case com-
pany’s sales team. The workshop was internal, as it was considered that the sales team

has all the needed business understanding of the target customer company’s structure

and needs. The results of the workshop are presented in table 8. below.

Jobs

Pains

Gains

Development

Find the areas for
space

Information is hard to
reach

Area specific Information
is easy to reach

Choose the right
product for the area

Analyzing the right spots is
laborious and costly

Price detail for specific
area exists

Create new offerings

Developing right offerings
requires deep understand-
ing of customers

Planning details are
stored within the same
system

Marketing

Find the right target
audience

Hard to find the right peo-
ple

Customer segmentation
information exists in de-
tail

Deliver the right
message

Requires understanding of
the behavior of customers

Easy way to present offer-
ing to target audience

Right target audience
identified for each offer-
ing

Sales

Determine the right
price level

Price level determination
requires information from
multiple sources

Determine the correct
price more effectively and
reliably

Choose the right
product for the cus-
tomer

Data gathering process is
laborious and costly

Improve the utilization
rate by following the
measures regionally

Find new customers

Marketing does not pro-
duce proper leads

Offer interested custom-
ers the proper product
based on services, de-
mographics and other at-
tributes of the area

Upsell to existing
customers

Difficult to attract existing
customers with the right
offering

Don't lose customers to
competition

Investments

Find the right invest-
ments

Comparison of different
targets requires time and
effort

Choose your investment
targets based on regional
information available

Manage product
portfolio efficiently

Product portfolio infor-
mation is hard to present
to stakeholders

Manage your portfolio ef-
fectively and inform
stakeholders

=

Metropolia

University of Applied Sciences




42 (69)

Improve the use of valua-
ble time to optimize the
visits

Streamline information
sharing by collecting nec-
essary information from
the field

Construction

Manage the con-
struction

The construction infor-
mation is stored in multiple
systems

Be able to effectively fol-
low and manage con-
struction phases

Get real-time financial in-
formation from the con-
struction sites to follow
the budget

Manage construc-
tion logistics

The logistics are inefficient.
The costs of logistics are
too high

Manage and plan con-
struction site logistics ef-
fectively

Plan construction
phases

Construction phases are
managed manually

Guide the construction
work in real-time

Be able to follow the as-
sets and costs of con-
struction

Maintenance

Plan and manage
maintenance duties

Maintenance planning is
done manually and is ineffi-
cient

Comprehend the overall
picture of the status of
maintained sites

Optimize the
maintenance work

Maintenance work is man-
aged manually and ineffi-
ciently

Plan and optimize re-
sources, competences
and assignments effec-
tively

Serve the customers
well

Reacting fast enough to
customer requests is chal-
lenging

Monitor and lead assign-
ment progress in real
time

Increase customer
satisfaction

Not enough resources to
increase customer satisfac-
tion

Perform maintenance
work more efficiently

Management

Make decisions that
are in line with com-
pany strategy

Lack of necessary infor-
mation to make the right
decision

Be able to follow the sta-
tus of business in real
time

Identify the business
KPI's and follow
them

Lack of necessary systems
to follow KPI’s

Be able to access the
needed information easily

Grow business prof-
itably

Lack of necessary infor-
mation to grow

React quickly to changes
that affect your business

Table 8. The Jobs, pains and gains of the target customer’s business lines

The workshop organized in this phase turned out to be a very effective way to gather the
underlying needs for location-based solutions and it can be seen as a workflow to be
used as part of customer work in the case company. With this type of an approach, it is

possible to gather the customer’s executives, managers and experts into the same room
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to share their needs and pains openly and through this be able to effectively propose the
right solutions for them later.

5.1.2 Defining the Information Products

As the business understanding has been reached through the gathering of jobs, pains
and gains, the next phase is to start defining the information products that help the cus-
tomer get their job done more efficiently, relieve their pains and support them in reaching

their gains.

The information products discussed in chapter 3.5 could be defined using only the results
from the previous chapter where the target customer’s jobs, pains and gains were iden-
tified. But in order to reach the top management’s attention, this study uses the Business
Value Framework which was introduced in chapter 3.4. The BVF (or BVA as Business
Value Assessment) is used to define the solution that fosters an organization’s strategic
goals — those that drive all the operations in the organization. When the solutions, or as
in this study, the information products can be linked to the organizational goals through
their business targets, the value can be easily communicated to all levels in the organi-

zation, from the top management to experts.

In this phase of the study, another workshop was conducted with the industry team, this
time in order to carry out the work needed to create a Business Value Framework for the
target customer’s selected business line. Due to its rather heavy and very detailed na-
ture, the workshop was realized with a smaller team consisting of only the industry ex-
perts. The first version of the BVF was made using MS Excel, but as the manner of
presenting the results was not considered satisfactory, an MS Powerpoint template was
created to present the results. The Excel spreadsheet version is presented as appendix
3.

Figure 14. below presents the Business Value Framework for the target customer’s hous-
ing business and its strategic target to make the business profitable. The BVF’s focus is
on the rental apartment business’ property development department. The business goal
reported by the customer is to increase their investment value with 10 Million EUR during
2016. In the workshop, four different operational needs were identified in which action

needs to be taken in order to reach the target. By using the data gathered in the previous
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chapter, the team was able to define a set of information products that was considered
to create value for the business.

Each information product identified requires both generic GIS data and the organization’s
own business data, as well as the use of analytical tools to transform the data into ac-
tionable information that can be shared throughout the organization with those who it

concerns.

Real Estate Housing BVA

Organizational Goal > Profitable Growth

Increase

Investment Value . .
with 10M€ +——— Business Requirement

V

Operational Needs

Acquire new
rental apartments

Acquire new properties to

Renovate Use existing property
existing rental base to build new rental
Apartments apartments in growing
to increase value urban areas

build new rental
apartments in growing
urban areas

from growing
urban areas

i Esri Information Products v

o e i Rental Apartment
Potential Condition of Building Project
investment sites Assets Information

Price Level Renovation
Information Projects

Performance
Dashboard

Growing Urban

Aroas Target Spots

Planned
Infrastructure
Projects

Rental Apartment Portfolio

Market Info Information Customer Potential

Expected Results

Increased Utilization Improved Customer Upselling to Existing

Growth in Market Share
Rate Satisfaction customers

Figure 14. Real estate property development Business Value Framework

The real benefits of an information product are either qualitative, such as being able to
complete a work process faster or quantitative, such as a monetary benefit. Each infor-
mation product should then be tested by asking the question: what benefit does the prod-

uct produce and to whom?

Table 9. below presents the information product based on the BVF results. The infor-
mation product is called “Property development information product” and it contains the

asset information of the housing business’ rental apartments.
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Information
Product

Content

User of the Information
Product

Value to the Business

Property De-
velopment In-
formation
Product

- Existing property
with the related asset
information
- Real estate bounda-
ries
- Service areas
- Analyzed renovation
needs

- Property Development
Director
- Property Development
Manager
- Investment Manager

Helps decision-making
when the exact information
of which assets are profita-
ble is known as well as
where to target invest-
ments

Exact information to make
investment analysis

Different data sources com-

- Proximity areas
- Demographic data
with customer poten-
tial hotspot areas

- Real Estate Analyst | hined - no need to gather

information

Developing new housing of-
ferings is easier based on
exact customer information
Table 9. The property development information product’s users and benefits

The asset information includes information such as the age of the property, performed
and planned renovations, equipment, resident profiles, rent prices and utilization infor-
mation. This information is then combined with the online data served by the solution:
maps, satellite imagery, road and traffic information and demographic data. Through the
analytics, this data is transformed to actionable information such as customer potential,

investment targets and renovation needs.

5.1.3 Benefits Message

The next phase after defining the information products is to develop the benefits mes-
sage that communicates the value to its target audience. The selected objective of the
benefits message in this study is to clarify the market offering to the target audience.
The market offering is a solution that consists of a comprehensive set of tools to be used
in the real estate and construction businesses. These tools are built on top of the case
company’s technological platform and served to employees in different roles with the

most suitable interface.

As part of this study, the industry team created a set of benefits messages which aim to
resonate with both the decision-makers at executive level and the managers running the
business operations. Each benefits message line was built using the results from the
previous chapters. Table 10. below present the benefits messages that were created for
the target customer’s housing division’s property development department.
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Category Benefits message Value to the business

Having all the essential information combined in the
same solution means that analysts can perform their
daily operation 10% more efficiently. This multiplied
The Solution offers im- by 40 planners and analysts equals 150 000€ annu-
proved planning scheme | ally. Part of the workflow can be automated which
Savings information would increase the number up to 25%.

Customer service request response time is reduced
by 30%. The reduced response time produces great

The Solution improves savings as 20% less field workers are needed to carry
Savings customer service out the assignments. Savings 350 000€ annually.
Benefits to
the organiza- | The Solution improves The reduced response time produces increase in cus-
tion customer service tomer satisfaction.

Having the essential information regarding the status
of all of the organization’s assets and the analyzed in-
Benefits to The Solution improves formation of all investment targets reduces the

the organiza- | decision-making in the needed time for decisions up to 400%, from two

tion real estate business weeks to one day.

The improved infor-
Future and mation handling process
external ben- |increases operational ef- | More accurate price offer calculation in large tenders.
efits ficiency Improved chances of success.

Table 10. The benefits messages of the solution

Since the study had already produced very comprehensive background information for
the messages, the process for creating the benefits messages presented in the above
table was seen as straightforward and simple. The messages were created using the
results from chapter 5.1.1 and 5.1.2 by analyzing the property development department’s
jobs, pains and gains, combined with the information process’ benefits and business
process’ information from the industry team members. Using its business expertise, the
team created benefits messages that communicate monetary savings, the benefits to the

organization via the improvement in the efficiency of operations and future benefits.

5.1.4 Documented Customer Value Proposition

Before the Customer Value Propositions are communicated to the target audience, they
need to be documented and saved for possible later use. By documenting all the value
propositions in the same format and in the same storage, it can be ensured that the value
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propositions can be leveraged later on as well. The case company uses MS Sharepoint

as their document directory for finalized documents. MS Sharepoint was thus selected

as the storage for the documented value propositions.

The documented value proposition consists of two components: firstly, the information

product fact sheet that describes the users, user interfaces and content of the information

product and secondly, the benefits of the information product. This type of documentation

was selected as the most informative way to document the information product value

propositions in order for them to be used in the future in other situations as well.

Tables 11. and 12. below present the documented value proposition that is ready to be

communicated to its target audience. The first page communicates the content, users

and user interfaces of the solution.

Industry:
Title:
Required by:
Name:

Organizational Content
Asset Information

Real Estate Boundaries
Service Areas

User Roles

Real Estate Analysts
Investment Managers

Property Development Man-
ager

Property Development Director
External Users

Real Estate and Construction

Property Development Information Product
Property Development Department

N.N

Online Content and Service
Basemaps

Satellite Imagery
Municipality Boundaries
Postal Areas

Building Information
Demographic Data

Road Network

Real-time Traffic

Weather Information
Conservation Areas

Spatial Planning Information
User Interfaces

Desktop

Web/Mobile

Web/Mobile
Executive Dashboard/IBM Cognos
Web/Mobile

Table 11. Documented value proposition — information product fact sheet

=

Metropolia

University of Applied Sciences



48 (69)

The second page gathers together the identified benefits of the selected information

Property Development
Director
External Users

Savings

The Solution offers im-
proved planning
scheme information

The Solution improves
customer service

Benefit to organization

The Solution improves
customer service

The Solution improves
decision-making in the
real estate business

Future and External
Benefits

The improved infor-
mation handling pro-
cess increases the
chances of succeeding
in future tendering

product.
Industry: Real Estate & Construction
Title: Property Development Information Product
Required by: Property Development Department
Name: N.N
User Interfaces
Real Estate Analysts Desktop
Investment Managers  Web/Mobile
Property Development
Manager Web/Mobile

Executive Dashboard/IBM Cognos
Web/Mobile

Having all the essential information combined in the same so-
lution means that analysts can perform their daily operation
10% more efficiently. This multiplied by 40 planners and ana-
lysts equals 150 000€ annually. Part of the workflow can be au-
tomated which would increase the number up to 25%.
Property development service request response time is re-
duced by 30% The reduced response time produces great sav-
ings as 20% less field workers are needed to carry out the as-
signments. Savings 350 000€ annually.

The reduced response time increases the operational efficiency
of the organization as a whole.

Having the essential information regarding the status of all of
the organization’s assets and the analyzed information of all in-
vestment targets reduces the needed time for decisions up to
400%, from two weeks to one day.

More accurate price offer calculation in large tenders. Im-
proved chances of success.

Signature

Table 12. Documented value proposal — benefits of the information product
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Having the owner of the information product sign the document is very important. This
way, it can be ensured that the person signing it takes responsibility for developing the
information product into what the organization really needs. (Tomlinson 2013)

5.2 Summary of the Initial CVP

The initial CVP building process was built following the process presented in chapter 3.7
as the conceptual framework for this study. The input for the process came as a result
from the current state analysis that analysed the case company’s most potential growth
customers in the selected industry. The initial proposal was then built in four different
steps which produce the initial CVP. First, the target customer’s needs were analysed
by selecting the most profitable business division and analysing the most essential jobs,
pains and gains of each business line. In the next phase, the information products were
produced that foster the target customer’s strategic goals and at the same time assist in
getting their jobs done, relieves their pains and helps them reach their gains. The infor-
mation products are seen as the ultimate benefit creators that the GIS system today can
bring to its users. In the third phase, the benefits messages that communicate the value
of information products to their target audience were created. Only one information prod-
uct was selected in this phase, as the analysing and calculating of both the monetary
and organizational benefits of an information product is a rather heavy process. The
fourth and final step was dedicated to documenting the CVP in a form where it can be

easily used for different purposes, such as producing sales and marketing material.

The documented CVP’s purpose is to work as base information when communicating
the value of a proposed solution to the target audience. The documented CVP can then
be used for multiple purposes, such as a communicating the value as a part of sales in
different phases, as lead capturing, presenting the solution, proposing and negotiating.
It is highly important that the CVP is based on concrete benefits that are substantial for

the audience and resonate with the business needs of the target audience.

The whole process was performed with internal stakeholders and no external feedback
was gathered in this phase. The internal team consisted of industry expertise from the
selected industry with customer knowledge of the target customer, so no external help
was used at this point. For further validation of the initial CVP, the participation of external

stakeholders is seen as mandatory. The process used was particularly created for the
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study and it had not been used elsewhere before. This notion sets a high uncertainty
over the process and its usability. Therefore, it needs to be piloted in its natural environ-

ment — with the customer.
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6 Getting Feedback on the Proposed CVP’s

6.1 Overview of the Feedback Process

The purpose of the pilot was to gather feedback from external stakeholders regarding

the initial CVP and thereby to improve it accordingly. The pilot of the initial CVP was done

in close cooperation with the external stakeholders who represent the target customer’s

property development department. The feedback from the initial CVP was gathered by

interviewing two customer representatives.

The results from the first feedback round are presented in table 13. below. The question-

naire produced very valuable feedback that enables the improvement of the initial CVP.

Feedback of

the Business

Value Frame-
work

Does the organizational
goal match your busi-
ness?

Yes, the organizational goal matches.

Does the business re-
guirement match your
business?

The business requirement is about right. The num-
ber is slightly different, but not remarkably.

Do the operational
needs match your busi-
ness?

Slight correction: Our company only builds new
rental apartments, we do not acquire them in any
other way.

| could also think of quite a few operational needs
more.

Is some needed infor-
mation missing?

The Value Framework should also include metrics,
i.e. how the change or actions are measured. Only
then can we be assured that the action is really
desired.

The concrete benefits should be shown with the
Business Value Framework.

Feedback of
the proposed
Information
Products

Do the information prod-
ucts match your needs?

Analyzing them would require expertise from my
team, but | would say yes, they do.

All the information products are seen useful, but
prioritization should exist. Not all are applicable at
once.

What improvements
would you suggest?

The information products should be identified to-
gether with experts. In this way the commitment
is ensured.
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It would help if we had more understanding about
what would in general be possible with your solu-
tion. It seems that the whole organization could
benefit from using the system.

The benefits message highly resonates with the
business. Especially the monetary values are
something that cannot be bypassed. The organiza-

Do the benefits mes-
sages match your busi-

?
Feedback re- ness: tional benefits are also important, but wouldn't
garding the justify the investment on its own.
benefits mes-
sage The benefits presented require customer cases or

What improvements | other evidence to be proven right.
would you suggest?

The benefits message lacks examples to concretize
the value, a demo or adequate.

Table 13. Feedback for the Initial CVP from the target customer

The questionnaire gathered feedback from three different areas: The Business Value
Framework created in the study, the information products created as a result of the Busi-
ness Value Framework and the benefits messages that were created from the selected

information product.

6.2 Conclusions of the Feedback Process

The gathered feedback gave the study its most important message: that the direction of
the process was right and the initial CVP was delivering the right message to its target
audience. The gathered feedback encourages the team to carry on defining the infor-
mation products further so the CVP’s can be documented accordingly. This is not only
considered to create data for sales and marketing work but seems to have a clear con-

nection with increasing sales opportunities.

The feedback for the initial CVP delivered certain clear improvement areas. These were
noted when adjusting the final CVP, although not all improvements were done as the
external stakeholders suggested. This was mainly because some of them were already
taken into consideration when building the initial CVP, but also because as a spearhead
and a first of its kind, some of the improvements were not present in this phase. The

prioritization of information products is a natural element of the process, as the benefit
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messages are created based on prioritization. Therefore, the property development in-
formation product was the first to be transformed into a CVP, as the need for it was
identified as the most essential.

6.3 Final Version of the CVP

The final version of the CVP was created based on the feedback gathered. This was
used to improve the initial CVP accordingly. The final CVP includes three elements, the
Business Value Framework, the content of each information product and the benefits
message. The feedback received from the external stakeholders did not propose any
improvements to the content of the information products or the benefits messages, so

no modifications were made to the initial CVP.

Figure 15. below illustrates the final version of the Business Value Framework. The final
version includes the added elements of actual business value and the metrics on how to
measure the value. With this information, the BVF does not only link the organizational
goals to information products but also communicates the value that each area delivers
to the business.

Real Estate Housing BVF

Organizational Goal ——— Profitable Growth

Increase

Investment Value . .
with 10M€ <+——— Business Requirement

v

Operational Needs

Acquire new
rental apartments

Acquire new properties to
build new rental

Renovate Use existing property
existing rental base to build new rental
Apartments apartments in growing
to increase value urban areas

from growing
urban areas

apartments in growing
urban areas

l Information Products ¥

Potential Condition of Building Project Re;;ﬂ:n%:,?‘?: it
investment sites Assets Information
Growing Urban Renovation
Projects

Dashboard
Areas
Rental Apariment Portfolio

Price Level
Information Target Spots
Planned
Infrastructure
Projects

Customer Potential

Market Info Information

Expected Results and Metrics

| d Utilizati I d Cust Upselling to Existing Growth in Market Share
Value for ncreast;aie fiization Sarzsp;:;?on v:‘ifhofr:;;r customers — more — new customers with
the accurate offerings by improved offerings and

from +0,5% to 1% response times

business knowing the customers customer service

Utilization Rate Customer Satisfaction Sales to Exist. Customers New Customers

Figure 15. Improved Business Value Framework
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Appendix 4. presents the documented Customer Value Proposition that can be used as
a part of marketing and sales. Also, a customer specific demo is a fixed part of the final
CVP. The demo presents the proposed information products in an environment that can
be further tested in the customer’s operations. Based on this CVP, needed content for

marketing and sales can be further created.

When the final version of the CVP is produced, it can be used as a part of the sales
process in customer engagement. Appendix 5. shows the sales process progress from
meeting the customer until delivery. The CVP is used at every phase of the process.
First, the CVP is used in a customer presentation that presents the useful information
products as a part of the proposed initial solution. The initial solution is then introduced
to the customer with a demonstration that uses the information products defined and
actualises the benefits by offering a real-life user experience. In the proposal phase, the
CVP is used to indicate the actual value the proposed solution offers. Lastly, the CVP is
used during the delivery phase by identifying the customer need further and defining

more information products.

6.4 Impact on the Organization’s Operations

The study process both used and revealed elements and lessons that can be considered
as useful for an organization’s operation and can be adapted for use in both the organi-
zation’s internal and customer work. The study taught a new way of thinking that can be
seen as customer-centric instead of product-based thinking. The following section pre-

sents the most essential findings that can be adapted to the case company’s operations.

6.4.1 CVP Design Concept

The concept created as part of this study can be used in customer work as such. It was
tested in a business environment during the project and it has proved its benefits. The
CVP process consists of individual steps that can be used separately. For example, the
Business Value Framework is a valuable tool on its own but the greatest value is created

when it is used as part of the process.
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6.4.2 Discovery Workshops

During the study, the benefits of the workshops could be clearly seen. They were kept
internal, but based on the feedback gathered for the initial CVP, it can be concluded that
the greatest outcome would come from organizing the workshops in the form of Discov-
ery Workshops. These would focus on identifying the useful information products with

the customer and their key stakeholders.

These workshops focus on the customer’s strategic goals and key initiatives in order to
identify how business benefits are produced and matched to the customer’s business
architecture. The result of the discovery workshop would be a plan to move forward,
which includes a prioritized list of information products to be deployed and the project

plan for implementation.

6.4.3 Result-driven Activities

Another area of operational lessons is result-driven work which the study taught to the
case company. In every phase of the study, the work was conducted in order to reach a
specific target and as good a result as possible. Especially the work performed to identify
the concrete benefits to business introduced a type of mind-set that can be adapted to
the customer’s business. This can be seen as a set of activities that is driven by the
expected result. In real life, it can form a new base for team work, as the team members

working in different roles all have the same result-based target.

6.4.4 Strategic Thinking

The third major impact for the organization as a whole is the comprehensive strategic
approach used in the study. Instead of only focusing on features and functions of a so-
lution or software, the study introduced a strategic framework that links the customer’s
strategic goals to information products through the operational needs. By using this type
of an approach, it is possible to speak the customer’s language from the first meeting

onwards and with that produce value for the customer from the start.
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The Business Value Framework the study introduced gained a large interest in the case
company. It is predicted to have a major impact on engaging the customer in the future.

6.5 Impacts on the Organization’s Results

The study process presented some signs that can be interpreted as having an effect on
the case company’s results. The actual impacts can be seen in the long run, roughly

after a year or two, but already at this phase it is appropriate to estimate their effect.

6.5.1 Growth in Proposal Backlog

Sales cycles are shortened through better customer engagement and the ability to pre-
sent the value of the proposed solution more efficiently. The salesforce is also able to
proceed to the proposal phase faster. In this way it is seen to have a major impact on
the case company’s proposal backlog. The backlog is the key performance indicator the

case company follows. It states the total worth of proposals sent and waiting to be closed.

6.5.2 Improved Customer Satisfaction

In the past, the most common feedback from the case company’s customers has been
that there is a lack of understanding of their actual needs. This is no surprise as without
really understanding customer’s strategic targets and business goals, it is very hard to

find out what the pains are that they are facing.

Through the improved customer relationship management, the case company is able to
increase especially the customer satisfaction of their existing customers. By really focus-
ing on their business needs, the relationship is taken to a completely new level, where it

can be described as being a partnership.
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6.5.3 Increased Order Intake

The ultimate impact on the case company’s business is business growth, more precisely
increased order intake. By following the normal business rules, the grown proposal back-
log and improved customer satisfaction will eventually result in orders from the custom-
ers. By adding in an improved sales process where the salespeople are able to close
deals in a shorter time and with a better close rate, the increment is estimated to take

place within only six months after the process began to be used.

6.6 Summary

The final CVP can be seen as a start for a deeper customer relationship. One important
lesson of this study has been that even though it is possible to communicate benefits for
a larger audience, eventually each customer’s needs need to be studied individually. In
this way, it is possible to create the trusting relationship that is needed for a partnership.
It should also be noted that the process for creating effective customer value propositions
is rather heavy, so it is important to validate the customer potential precisely, as the

CVP’s are created only to the customers who have sales potential.

A very important finding was also the potential for the different products that the final
CVP created. As the process defines the useful information products for the target cus-
tomer, the potential to leverage them in different phases of customer engagement is very
high. The typical areas of use are value-based marketing (also known as content mar-
keting), lead capturing and validation, sales suspect follow-up, sales opportunity devel-
opment, customer interaction, sales presentations, sales demonstrations, proposals, ne-
gotiations, sales opportunity closing, upselling on assignments and after sales. Basically

the CVP covers the whole customer life-cycle with all its phases.
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7 Conclusions

This section summarizes the project and discusses the approach and outcome by eval-
uating and validating the results. The section also gives suggestions for further actions

for the case company.

7.1 Short Summary of the Project

The project focused on creating a new and effective way to create Customer Value Prop-
ositions (CVP) for the case company’s needs. The CVP’s are needed to boost sales and
marketing activities, but also to find new ways to grow the case company’s service busi-

Ness.

In the past, the case company’s business has been focused on the geocentric field, on
organizations that use maps and geography every day in their operations. In this field,
the needs have been rather obvious, so it has been easy to get the customer to under-
stand the benefits of the proposed solutions. However, companies also outside of this
group would increasingly benefit from the same solutions and the demand is rising.
These people are not geographers and they do not know their needs nor the solutions
or benefits. This requires completely new ways of communicating the value to the target

audience and new tools for identifying the sales potential for this group of customers.

Based on the challenges faced in new sales, the business problem of this study was
identified as the inefficient sales and marketing efforts that do not match the customer
needs of different customer groups. Based on this, it was concluded that the objectives
of the study were to develop a CVP building concept and ensure that the sales operations
are focused on the case company’s most potential customers. During the study, a CVP
was created for the selected customer which represents their sales potential in new mar-

kets.

The study was carried out using the action research method where the research process

consisted of six process steps that led the project towards its objective.

The first step defined the business problem and the objective of the study. In the second

step, the conceptual framework for crafting the CVPs was created. This step focused on
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the customer needs, and by utilizing the relevant literature the conceptual framework
was defined as an output of the step. The conceptual framework was further used to
build the CVP creation concept and the first CVP proposal.

The third step focused on formulating the current state of the case company’s CVP work
and customer engagement. During this step multiple interviews were carried out in order
to collect the needed data for the analysis. The current state analysis studied the current
CVP, its strengths and weaknesses and its use with customers. Finally, the target cus-
tomer for the study was selected as part of the current state analysis. The selection was

based on identified customer potential in the case company’s new markets.

The fourth step concentrated on building the first CVP proposal to the selected customer.
This was performed by organizing workshops to first identify customer jobs, pains and
gains and further to create useful information products that get the customer’s jobs done,
relieve their pains and help them to achieve their gains. The third workshop created ben-
efits messages for the CVP proposal. With the data gathered in the workshops, the initial

CVP proposal was created and documented.

The fifth step’s purpose was to gather feedback on the proposed CVP in order to produce
an improved one. The feedback was gathered from the target customer’s representatives
via a group interview. Based on the feedback, in the last phase the final CVP was pro-
duced which can be used to streamline the case company’s operations and improve their

results.

The final CVP consists of three sections: firstly, the Business Value Framework, which
links the defined useful information products to the target customer’s strategic goals and
business objectives, secondly the content and users of the information product and finally
the benefits message of the information product. The CVP data is stored to a document
library for later use in customer engagement work. During the study, the following bene-

fits for the organization were identified:

- More efficient potential customer identification
- The CVP designing concept ensures customer focus in sales work

- Through deeper customer engagement customer satisfaction will improve
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- Marketing department can create content for value-based marketing using
the CVP’s

- CVPs support the sales process at each step of the process

- CVPs can be used for upselling in existing assignments

- Growth in proposal backlog

- Increased order intake

7.2 Practical Next Step Guidelines for the Case Company

The initial purpose of this study was to create an effective customer value proposition
design process that can be used to create CVP’s for the case company’s customers in
different markets. The natural next step is to put the designed concept to use and modify

the operations accordingly.

The marketing and pre-sales team is advised to hame two new roles to the team. A
person responsible for content marketing who creates marketing content with the de-
signed concept to selected markets and a lead manager who is responsible for qualifying
the captured leads.

The sales team is advised to put the concept to use as a natural part of its sales process.
The CVP concept is owned by the marketing department and the industry experts are
responsible for creating the CVPs for their target customers.

The professional services team is responsible for all service deliveries to customers. The
team is advised to use the documented CVPs as part of their upselling tendencies during

assignments.

The continuous services team is advised to use the documented CVPs as part of their
work with the support and maintenance of customer solutions. The CVPs can reveal new

areas of use for existing customers.

The following table (table 13) recommends the following actions to be completed imme-

diately in the case company.
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Create an action plan, including the steps to be taken in each team in order to put
1. | the designed CVP concept into use.

Arrange a CVP seminar to introduce the concept to the case company's stakehold-
2.|ers.

Set up metrics for each team to measure the improvement the CVP process cre-
3. | ates.

4. | Set up pilots with each industry team (sales team’s operated operational teams).
Table 13. Recommended actions for the case company’s progress

The benefits for the case company are considered to be so extensive that the created
CVP concept is recommended to be put to use immediately. By following the recom-
mended approach, the benefits can be exploited without wasting any time.

7.3 Evaluation

The following sub-sections evaluate whether and how well the outcome is achieved

against the targeted outcome. In addition, the reliability and validity are discussed.

7.3.1 Outcome vs Objective

The objective of this study was to establish a CVP building process for the case company
and to focus the case company’s sales through building a CVP to the case company’s
most potential customer in new markets utilizing the established concept. The outcome
of this study is a process for creating effective CVPs for the case company’s new mar-
kets. The CVP process was built through multiple phases that included data capturing,
validating and analysing. The main stages of the study were building the conceptual
framework, performing the current state analysis and building the customer value prop-

osition for the target customer.

The study began with a literature review that gathered the most essential information
and best practices from the fields of value creation, customer value propositions and how
to communicate the value to target audience. In addition, the focus was in understanding
and identifying customer needs. This part of the study produced the conceptual frame-
work which can be considered as the first objective of the study, the building of the CVP
concept. The conceptual framework includes the process steps where firstly, the target
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customer was selected based on the selection criteria. The next step was to understand
the customer needs in detail. The identified needs were then fulfilled with useful infor-
mation products that produce clear benefits to the target audience. The benefits were
identified and transformed into a benefit message that communicates the value. The
objective was achieved in creating a CVP concept that can be used in various markets.

The next phase of the study was to analyse the case company’s current CVP and cus-
tomer potential. The current state analysis was the first data capturing phase and it was
conducted with multiple interviews. The data from the interviews was used to identify the
current CVP, its focus groups and benefits and it was analysed to understand customer
potential and furthermore select the target customer for the CVP creation. The objective
of this phase was to investigate the need for effective CVPs and identify the target cus-

tomer of the study. This objective was achieved completely.

The third stage concentrated on building the initial CVP by following the conceptual
framework of the study. The objective was to create a first, initial CVP and with that prove
the usability of the conceptual framework. The outcome of this phase was a documented
initial CVP that was ready to be further processed and used. This matched the objective

entirely.

The fourth phase gathered feedback from the external stakeholders, i.e. the customer
representatives of the initial CVP. The feedback was gathered in a group interview. The
CVP was modified according to the gathered feedback in order to create and document
the final CVP. The objective of this phase was to understand how the initial CVP com-
municates the value to its target audience and understand where it should be improved.
The final CVP was then devised accordingly. The objective was achieved as the feed-
back received was very encouraging and the interviewees were even giving out buying

signals during the interview sessions.

It should be noted that the target audience used in the study was very narrow, as only
one target customer and their specific business division was selected as the target for
the CVP. The narrow sampling can create uncertainty to the results. Still, during the
study, it was noted that the CVP concept is so universal that the customer market or

environment does not have an impact on the results.
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Throughout the study, the objective and outcome were continuously evaluated and com-
pared. As a conclusion it can be said that the objectives set at the beginning of the study
were met. It is recommended for the case company to further evaluate the success by
defining the right metrics and measuring them.

7.3.2 Reliability and Validity

In the field of research, there have always been certain concerns on whether the study
conducted is made according to the right methods and is trustworthy. In qualitative re-
search, the trustworthiness of the research is often questioned by positivists as the ad-
dressing of reliability differentiates from that of naturalistic work. However, scholars have
been able to conduct methods that comply with these issues and prove the validity and
reliability of these kinds of studies (Shenton 2004: 63). Also, the role of the researcher is
emphasized especially when producing qualitative research which is dependent on hon-
est and forthright investigations. To achieve this, self-criticism is required, as well as a

strive to constantly search for alternative explanations. (Whittemore et.al. 2001)

To ensure the validity and reliability of this study and to make sure it is conducted rigor-
ously, the four criteria of the trustworthiness of qualitative research by Guba (1981) are
applied here: credibility, transferability, dependability and confirmability. The aim of this
section is to provide assurance of the trustworthiness of this study.

Credibility tests how well the findings meet with real life, which is seen as one of the most
important factors in establishing trustworthiness (Shenton, 2004: 64; Lincoln and Guba,
1985). The credibility in qualitative research is equivalent to internal validity of quantita-
tive research (Holloway, 1997, pp. 160). Below, table 14 presents the measures of cred-

ibility by Shenton (2004) and how well they are met in this study.

Measures of credibility Applicability in this research
Adoption of appropriate, well recognized re- Action research used as a research method.
search methods Data gathered using structured interviews (single

and group interviews).

Development of early familiarity with culture of The researcher and the interviewees involved in
participating organizations the building phase were employed by the case
company. The initial proposal was tested with the
target customer stakeholders. Based on this, it
can be assessed that the stakeholders had deep
familiarity with the culture of the participating or-
ganizations.
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Random sampling of individuals serving as in-
formants

Not applied. All the interviewees were carefully
selected based on their role and competence
within the field of the study.

Triangulation via use of different methods, differ-
ent types of informants and different sites

Survey and interview data. The interviewees
from the case company represented a relatively
uniform group.

Tactics to help ensure honesty in in-formants

During the interviews the comfort of the inter-
viewees was ensured and the questions reformu-
lated and re-asked if any kind of doubt or un-
truthfulness was suspected.

Iterative questioning in data collection dialogues

The interviewees’ eagerness to respond to pre-

determined questions was monitored during the
interview and iterative questioning was utilized if
needed.

Negative case analysis

Not applied.

Frequent debriefing sessions between re-
searcher and superior

Seminars were attended and one-to-one ses-
sions organized with the thesis supervisor.

Peer scrutiny of the research project

The thesis was reviewed by the company repre-
sentative before the final release. Some sugges-
tions for corrections were received.

Description of background, qualifications and ex-
perience of the investigator

Not applied.

Member checks of data collected and interpreta-
tions/theories formed

The result of the current state analysis phase
was provided to all participants. The findings
from the literature review and the formed con-
ceptual framework were presented to and dis-
cussed with the case company stakeholders.
The initial customer value proposition was pre-
sented to the case company stakeholders and
target customer stakeholders for feedback.

Thick description of phenomenon under scrutiny

The descriptions are provided in this study in
sections 1.1, 1.2 and in the literature review.

Examination of previous research to frame find-
ings

Existing theories and processes were reviewed
in the literature review section of this study.

Table 14. Credibility measures of the study

Transferability in qualitative research corresponds with external validity and generality of
guantitative research (Holloway, 1997, pp. 161). It can be assured by carefully describing
how the data collection has taken place in the study (Lincoln and Guba, 1985, pp. 316).

Table 15 below presents the measures of transferability defined by Shenton (2004).
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Measures of transferability

Applicability in this research

The number of organizations taking part in the

study and where they are based

The organizations taking part in the study were
the case company (1) and selected target cus-
tomer (2). Both are based in Finland.

Any restrictions in the type of people who contrib-
uted data

No restrictions within the study.

The number of participants involved in the field-

work

Data collection details are presented in section
2.3.2. Atotal number of 12 responses from the in-

terviews.

The data collection methods that were employed

Standardized open-ended interview.

The number and length of the data collection ses-

sions

7 interview sessions, 45 minutes to 1 hour each,
2 customer value proposition construction ses-

sions about 2 hours each.

The time period over which the data was collected

Data 1. October 2014-June 2015.
Data 2. July 2015.
Data 3. October 2015.

Table 15. Transferability measures of the study

Dependability in qualitative research corresponds with reliability and is mainly a question
of whether different researchers would come to the same findings if the same research
would be repeated by someone else. The suggested methods to increase the dependa-
bility of a study are triangulation (Lincoln and Cuba, 1985) and reporting the research
process in detail (Shenton, 2004). Table 16 below presents the dependability measures
defined by Shenton (2004) and how they were met in this study.

Measures of dependability Applicability in this research

The research design and its implementation, de- | The description can be found in section 2.3: Re-

scribing what was planned and executed on a | search Design and Process.

strategic level

The operational detail of data gathering, address- | The data collection details are described in sec-

ing the minutiae of what was done in the field tion 2.3.2 and were followed in practice.
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Reflective appraisal of the project, evaluating the

effectiveness of the process of inquiry under-

The effectiveness is discussed in sections 6.4 and
6.5.

taken.

Table 16. Dependability measures of the study

Confirmability is the qualitative investigator's comparable concern to objectivity. It en-
sures that the findings and results of the research are based on the experiences and
ideas of the informants, rather than that of the researcher. (Shenton 2004 p.72). Table

17 below presents the measures of conformability by Shenton (2004) and how they were

met in this study.

Measure of confirmability

Applicability in this research

Triangulation to reduce the effect of investigator
bias

Data collection interviews and feedback sessions
together with discussions with the supervisor were

used to reduce the investigator’s possible bias.

Admission of researcher’s beliefs and assump-

tions

During the research, the researcher was able to
stay in the role of researcher and only participate
in the planning of needed actions. The implemen-
tation of the proposed actions was conducted by
the operational teams in the case company.

Recognition of shortcomings in study’s methods

and their potential effects

The research theory was created based on a liter-
ature review and the best practices encountered
from the research area. The study followed the
theory very carefully by conducting the process
step by step. No shortcomings in study methods

were recognized.

In-depth methodological description to allow in-

tegrity of research results to be scrutinized

Description of research design and process in
section 2.2, conceptual framework in section 3.7

and target customer analysis in section 4.4.

Use of diagrams to demonstrate “audit trail”

The research process is described in section 2.2.

Table 17. Confirmability measures of the study
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The reliability and validity of the study are based on the measures proposed by Shenton
(2004), which the study was measured against. Each of these measures was satisfacto-

rily fulfilled in the study. Correspondingly, it can be expected that this study has reached
an adequate level of trustworthiness.
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1(3)
Research Interview 1
Case Company Solutions Team Manager. 10" October 2014

The data has been removed for confidentiality reasons. The material has been available

for instructors to review.
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Research Interview 2
Case Company Industry Specialist. 12" October 2014

The data has been removed for confidentiality reasons. The material has been available

for instructors to review.
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Appendix 1.
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Research Interview 3
Case Company Account Manager. 12th October 2014.

The data has been removed for confidentiality reasons. The material has been available

for instructors to review.
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Current State Analysis validation data
The data has been removed for confidentiality reasons. The material has been available

for instructors to review.
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Business Value Framework spreadsheet

The data has been removed for confidentiality reasons. The material has been available for instructors to review.
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Documented Customer Value Proposition for marketing purposes
The data has been removed for confidentiality reasons. The material has been available

for instructors to review.
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Customer Value Proposition in Sales Process

The data has been removed for confidentiality reasons. The material has been available for instructors to review.

Helsinki

Metropolia

University of Applied Sciences



