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The aim of this master's thesis is to improve the case organization's service process to
become more customer-oriented and structured. This objective is achieved by identifying
customer needs, describing the current process and identifying areas for improvement.
As a result of the thesis, an improved service process model and development proposals

for the case organization, the city of Imatra, are presented.

The theoretical part of the thesis examines the topics that require a deeper
understanding for the empirical part. The theoretical part deals with service
characteristics and urban services, process management, change management, service
improvement and customer needs. These lead to a consistent approach and the
necessary tools to improve the service process. The selected tool for service modeling
and development is the service blueprinting method and the customer need analysis was
performed using the modified QFD method. The study focuses on the process of
business establishment offered by the city of Imatra. In conclusion, it was found that the
development of the service process requires process management and continuous
clarification of customer needs. Service modeling revealed that the biggest weaknesses
of the current process are related to the lack of process management, the high workload
of the customer, and the lack of proactive internal communication. Suggestions for
development included adopting process management practices and appointing a

process owner and directing the customer to the right contact person.



TIVISTELMA

Tekija: Hamzah Al-Qatawneh
Tutkielman nimi: Julkisen palveluprosessin kehittaminen service

blueprinting -menetelmaa kayttaen

Tiedekunta: Kauppatieteellinen tiedekunta

Maisteriohjelma: Supply Management

Vuosi: 2019

Pro gradu -tutkielma: Lappeenrannan-Lahden teknillinen yliopisto
LUT, 85 sivua, 17 kuvaa, 6 taulukkoa, 1 liite

Tarkastajat: Professori Jukka Hallikas

Apulaisprofessori Mika Immonen
Avainsanat; Julkinen sektori, julkiset palvelut,
palveluprosessi, prosessikehitys, service

blueprinting, kunta

Pro gradu -tutkielman tavoitteena on kehittda case-organisaation palveluprosessia
asiakaslahtdisemmaksi ja selkeammaksi. Tahan tavoitteeseen pyritaan padsemaan
asiakastarpeiden selvitykselld, nykyprosessin kuvaamisella ja kehityskohteiden
etsinnélla. Tutkielman lopputuloksena esitetdan paranneltu palveluprosessimalli ja

kehitysehdotuksia case-organisaatiolle, Imatran kaupungille.

Tutkielman teoreettinen osuus tarkastelee kokonaisuuksia, joiden syvéllisempaa
ymmarrysta tarvitaan empiriaosuudessa. Teoreettinen osuus kasittelee aiheita:
palvelujen ominaispiirteet ja kaupunkipalvelut, prosessijohtaminen, muutosjohtaminen,
palvelujen kehittaminen ja asiakastarpeiden selvittdminen. Valittu tydkalu
palvelunmallinnukseen ja kehittdmiseen on service blueprinting -menetelma ja
asiakastarve -analyysi suoritettiin pelkistetylla QFD -menetelmalla. Tutkielma keskittyy
Imatran kaupungin tarjoamaan yritysten sijoittumisprosessiin. Johtopaattksena
havaittiin, ettd palveluprosessin  kehittdminen vaatii prosessijohtamista ja
asiakastarpeiden jatkuvaa selvittamista. Palvelunmallinnuksen avulla selvisi, etta
nykyprosessin suurimmat heikkoudet liittyvat prosessijohtamisen puuttumiseen,
asiakkaan suureen tyokuormaan, seka proaktiivisen sisdisen kommunikoinnin
puutteeseen.  Kehitysehdotuksina  esitettin ~ mm.  prosessijohtamiskaytantdjen
omaksumista ja prosessinomistajan nimittamista, seka asiakkaan ripeaa valittamista

oikealla yhteyshenkilélle.
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1. INTRODUCTION

Competition between companies in the modern business world is unprecedented due to
many reasons, such as globalization and technologization. Not only the business
enterprises compete with one another, but also cities are increasingly engaging into
competition with one another at various levels. Cities strive to become as competitive as
possible, in order to compete with other cities. Brooksbank and Pickernell (1999) argue that
there is no consensus as to how to define competitiveness in the context of local or regional
economies. According to Porter (1996) the only meaningful understanding of
competitiveness at national level is national productivity. As cities are the local regulators
of the nation, this reasoning also applies to them. Productivity in the context of cities relates
to their ability to produce goods and services, which meet the test of international markets,
to its people over the long term. It is also measured by factors such as level of innovation,
R&D, investments, service quality and employment rate. (OECD, 1996)

Cities, or municipalities, as public administrators are bound by various regulations from the
government. As such, they do not have full control over their competitiveness. They are
obliged by the law to offer certain services to their residents and there are limited amounts
of things that the city can do to affect their performance. (Kresl, 1995) Cities also operate
as a business regarding their nonmandatory activities, and over these they do have way
more control. Regulations on public procurement affects these activities as well though.
Even though cities operate under many regulations, they can affect their performance. In
addition to cities performing well in their processes and services, there are other ways to
increase the competitiveness. One of the most important ways is to create and support
business within the area. Attracting new businesses and residents is also part of this.
Another megatrend that affects cities is urbanization, which means the increase of the urban
population share from the total. In countries like Finland which only got few big cities, it can
pose a threat to the smaller ones. It has been already seen that some smaller cities and
municipalities have lost their competitiveness and vitality due to migration. This fact further

emphasizes the role of competitiveness in smaller cities.

Organizations of all kind ought to organize and manage process in new and efficient ways
to compete in the market. In order to survive the competition and the complex requirements
of business environments, practitioners are forced to improve their processes. (Adesola &
Baines, 2005) Cities must also develop their processes to stay competitive. Tinnila (1995)

summarizes business process as a group of logically related activities, that use the



resources of the organization to provide defined results to support the organizations
objectives. In the case of cities this regards all the activities that are related to the

productivity of organization and the whole region.

1.1 Background

The domination of services in the world’s economies have led to the growing emphasis in
businesses on creating meaningful and memorable customer experiences. Firms can no
longer compete solely on providing superior value through their core offerings, but rather
they must create unique and tailored customer experiences that create long-term bonds
with their customers. (Crosby & Johnson, 2007) Bitner et al. (2008) argue that all business
are service businesses at some level, due to the new characteristics and trends in business
world. These new factors include internationalization, technologization and various support

process that firms are adopting.

In order the firms to create superior value through customer experiences, there is a
compelling need for service innovation. In practice however, innovation in services is less
disciplined and creative than in the manufacturing and technology sectors. Reasons for this
phenomenon lie on history and the nature of services. The industrial revolution and the
focus on tangible value has been driving product innovation for decades. Services on the
other hand, provide often less tangible value and include greater amount of human
interaction. As services are fluid and dynamic, the traditional protocols and design
techniques used for physical goods, for improvement and innovation efforts, do not work

often as intended. (Edvardsson et al. 2000)

The case of this thesis is a city called Imatra. It is a town in eastern Finland and is very
close to the Russian border. Imatra has been improving its processes and is proactively
trying to answer the challenges it is facing. The city is confident of its own capabilities as an
industry city and strives to bring this up to public knowledge. They are sure that they can
offer everything that a company needs. As of now, the city has been able to attract new
companies to its territory but wishes to pursue for more. In order to draw the attention of
potential companies, the city has been engaging in activities related to publicity. In addition
to this, Imatra wants to be capable of locating any interested and potential business to their
city. For this business establishment process to be as efficient as possible, a process
improvement was considered necessary. The current establishment process is seen quite

functional, but there is always room for improvement. The process is to be developed to



respond the future opportunities and challenges. It is also intended to match the city slogan

“We will take care of it”, and therefore be clear and customer friendly.

1.2 Research problem, objectives and scope

This thesis aims to clarify how the case city can map and improve their establishment
service process and develop it into more customer-oriented direction. As such the objective
of this study is to bring forward a service process improvement suggestion. This objective
is being pursued through careful study of literature and theory, and by conducting a
gualitative empirical research. The main objective is supported by two additional sub-
objectives, which both are there to broaden the understanding of the field of service process
mapping and improvement. First support research question regards the proper approach
that ought to be taken when considering service process improvement actions. The second
support question is about understanding the customer needs and meeting them with the

service process.

Main research question of the study:

¢ How can the case organization improve its establishment service process?

Support research questions:

e Whatis the most appropriate way to approach service process improvement?

¢ How to meet customer needs with a service process?

This research is limited to this specific case organization, City of Imatra. It is also limited to
specific time and process. The process studied is the business establishment service
process, and the time limitation refers to the current state of the process. The main focus of
the thesis is on the empirical part and qualitative case study: the results are not meant for
wide generalizations. The case organization is also public administrator, which makes the
research even less suitable for generalizations, due to its unique nature. The research is
also limited to the core establishment service process provided by the city and its group
companies. All other activities that are not in the core of this specific process, are left out of

the study. Customer segment of the process is also limited to medium and large enterprises.



Figure 1. Research limitations

‘ Limitations

The structure of this study follows the general characteristics of academic research. The

1.3 Structure of the report

research structure is also shaped to respond to the problem of the case company as
effectively as possible. The first chapter presents the background of the work and the
research problem, as well as the limitations and conceptual framework. The second chapter
discusses theory relevant to the research. Theory examines the characteristics of services
as process and the specific features of public services provided by municipalities. Process
management is discussed next, following service process improvement, as well as
understanding the customer requirements. The main purpose of selected theory
dimensions is to deepen the understanding of service process improvement and gather
required skills for the empirical study. The third chapter presents research methods of
qualitative empirical research and the process and results of empirical research itself. The
empirical study examines the case organization and the chosen process. The goal is to
understand the process comprehensively and find solutions to improve it. The fourth and
last chapter summarizes the study and the conclusions are drawn. The research questions

are answered, the results are evaluated and suggestions for future research are given.



1.4 Conceptual framework

The theoretical framework of this study aims to present overall picture of the research
process. The framework emphasizes process perspective, as it is an essential factor in this
study: qualitative research itself is a process, the improvement area of the case company
is the process of establishment, and the mapping and improvement of functions also
proceeds as a process. The theoretical framework of the thesis also presents a customer
perspective, the understanding of which is important in the development of services. At the
heart of the development of services and operations is also the understanding that

development is an ongoing process.

Theoretical approach Empirical approach

Service process improvement Process improvement tools

Customer-orientation

L J

Customer understanding

Research approach Conducting qualitative
research
F 3
Service process -
improvement

Figure 2. Thesis framework



2 SERVICE PROCESS IMPROVEMENT

This chapter discusses the theoretical part of the research. First, the nature of service as a
process, public services and process management are examined. Then moving on to
service process and improvement using service blueprinting method, and finally

understanding the customer needs and expectations.

2.1 Defining service

Service is a concept that can be discussed from many perspectives. Gronroos (2000)
defines service as a process which consists of chains or series of activities aiming to provide
value for the customer. These activities mostly happen in interaction between the customer
and service provider's resources, such as people, goods and infrastructure. Services are
most often intangible and abstract, and the offering that is sold to the customer is often a
process. Flipo (1988) also considers service as series of activities. Services can also be
classified into different types according to their focus. Ylikoski (2000, 26-30) divides services
into consumer services and business services. Former refers to services offered to
households and individual consumers. Latter consists of services that firms sell to other
firms. The service provider can also be either individual organization or public
administration. Last rough classification regarding services relates to the motives. Public
and private services can be divided into two groups: profit or nonprofit. First group is focused
in generating profit through their activities, latter has some other motives, such as public

welfare.

D’Agostino et al. (2006) proposed an additional classification within the service sector to

enhance the understanding of the field. Consequently, they consist of:

1) wholesale and retail trade, restaurants and hotels;
2) transport, storage and communication;
3) finance, insurance, real estate and business; and finally

4) community, social and different personal services

Services differ from one another, but some basic features have been recognized.

Tuulaniemi (2011) argues that the similarities of services are:



e solves customer's problem
e s aprocess
e is experienced

e s an interaction

Parasuraman et al. concluded that most services share four basic characteristics;
Intangibility, Heterogeneity, Inseparability and Perishability. This categorization is also
known as IHIP and it defines how the services differ from goods due to their named special
characteristics. Services are mostly intangible. They are series of activities that are
subjective and hard to measure. Services are also often accompanied with physical

elements, whilst the main offering is still intangible. (Grénroos 1998, 53)

Heterogeneity of services refer to the fact that the quality of the service differs, due to
changing circumstances, such as variation in performance, different customer etc. Because
of this, it is hard to standardize services and measure them. This leads to different services
for each customer. It is challenging for the firm to provide equal quality for all customers,
because many factors related to the service quality is out of their control; customer could

express their wishes inadequately etc. (Zeithaml, Bitner & Gremler 2009, 21)

Inseparability of services means they are delivered and consumed simultaneously. Services
cannot be stored as physical goods and their quality differ due to the interaction of different
customer and service provider's resources. As the service cannot be stored, it is harder to
answer the inconsistent customer demand. This can lead to long waiting times and to

customer dissatisfaction. (Grénroos 1998, 327)

Services are also perishable. Onkvisit and Shaw (1991) highlight that services are very time
dependent and it makes them very perishable. As discussed earlier, Generally, services
cannot be stored for future use. Services are a results of interaction processes and each
process has variants which makes it unique. Common characteristic of many services is
the high degree of human interaction. Customers are involved in the service process
delivery and this impacts their perception of the service received. The output of the service
emerges from the coordinated efforts of service provider and customer. (lengnick-hall et al.
2000) As services are more or less co-constructed by both participants, the customer should
be seen as an active participant in the service process, rather than just service recipient.
The extent to which customers choose or can co-produce the service varies, but they ought

to be still seen as integral part of it. Even if the actions of the customer do not directly



contribute or add value to the service process, they are still co-constructing their service

experience. (Lengnick-Hall, 1996)

Since products and services increasingly include digital technologies, it has become
progressively harder to disentangle digital products and services from their underlying
information technology (IT) infrastructures. (Furtmueller et al.,, 2010) Lovelock &
Gummeson (2004) and many other authors have criticized the four IHIP characteristics and
find it incapable of explaining the nature of services in current times. There are two main
reasons for this conclusion. First, the focus of service marketing has changed and secondly
the development and expansion of information and communication technology. The initial
approach of services marketing research has predominantly focused at personal services
or low-tech service. This focus implied the clear distinction between manufactured tangible
goods and intangible, heterogeneous, inseparable and perishable services. The changes
in general conditions, mainly the development of technology, water down the applicability
of the IHIP classification even further. Today, the perishability of services and the
inseparability of production and consumption can often be overcome using technology-
based solutions, such as web-based lectures in distance learning or minimally invasive

surgery performed from a distance. (Moeller, 2010)

As the dissatisfaction of IHIP paradigm has grown due to the shifting focus and technology
development, the definition of the core term “services” remains unclear for many. As some
researchers still hold on to the IHIP classification, others have abandoned it or tried to
develop the framework further, to match the current business context. Literature has often
taken the middle ground regarding this issue. Edvardsson et al. (2005) for example state
that the characteristics of services shouldn’t be generalized too much, but rather use them
when they are relevant and in in situations when they are useful. Understanding the
conditions under which they apply is crucial. Moeller (2008) proposes a new FTU (facilities,
transformation and usage) framework, which illustrates how the IHIP characteristics can be
further exemplified. The FTU framework consists three stages of service provision: facilities,
transformation and usage, and two types of resources: customers’ and providers’

resources. The FTU framework is illustrated in figure 3.

The first stage of the FTU framework is “facilities” and it is the foundation of value creation.
It includes all provider resources, such as machines, people and know-how, which are
required for the service provision to become feasible. These resources can be tangible or
intangible and could also be called the prerequisites for services. (Mayer et al., 2003) The

second stage if called “transformation” and it can occur on customer or provider resources.



The transformation of provider resources is understood as indirect service provision (goods
as distribution mechanisms) for service provision and transformation of customer resources
is seen as direct service provision. In contrast, the production of goods contains only
provider resources. (Moeller, 2008) Customer resources can be the customer themselves
as a person (e.g. haircut), their physical objects (e.g. car maintenance), their rights (e.g. law
issues) or their data (e.g. taxes) (Flief3 and Kleinaltenkamp, 2004). The third stage of FTU
model is the so-called “usage”. The outcome of the service provision is an option of the
customer to make use of the transformation of resources and create value for them. The
outcomes of the transformation are often a bundle of different elements, which are either
pre-pared within the provider facilities, e.g. standardized brochure, or are co-produced by

the customer and provider, e.g. individual offering. (Flie3 and Kleinaltenkamp, 2004)

Facilities Transformation Usage

Goods (indirect service provision)

Transformation is induced by companies and
includes only company resources. The transformation
intends to end with marketable goods

Company resources act as Autonomous decisions for customers and companies Customers benefit from the
prerequisite to any transformation of provider
transformation or customer resources

Services (direct service provision)
Transformation is induced by customers integrating
their resources in terms of persons, objects, nominal
goods and/or data

Integrative decisions for customers and companies

Figure 3. FTU framework for service provision (Moeller, 2008)

Lovelock & Gummeson (2004) argue that the IHIP characteristics cannot be applied to all
types of services in order to differentiate them from products; there are always exceptions
which contradict the generalizability of the IHIP -criteria. The FTU framework allows IHIP to
be utilized in specific aspects of services and not assigned to services as a single entity.
Figure 4 illustrates how IHIP characteristics of services are suitable if they are applied in

specific points of reference. (Moeller, 2008)

Perishability of service provider's capacity or customer resources ought to be recognized
and managed accordingly. Intangibility has been assigned to service offering because of
the restriction in selling them in the future. The buying decision related to services contains

an elevated level of uncertainty, as there is more uncertainty related to services than already
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completed goods. The heterogeneity of the outcome is also distinctive feature of most
services. According to Moeller (2008) the heterogeneity of customer resources is mostly
the cause of the heterogeneity of an outcome and thus, something that should be
considered. Inseparability also has implications for capacity management. Capacity issues
are often larger if human beings service as resources to be transformed, as opposed to
objects or information. On the other hand, when the customer resource is the object to be
transformed, such as car, the customers are often more flexible as they do not need to
involve be present in the process. (Moeller, 2008)

Stages of service

Graviston Facilities Transformation Usage
vi

Perishability T
The casaiiiy sarehad it Intangibility

he capacity perishes if not
activated by the integration The provider is forced to offer a performance
of customers external Provider » / promise
recourses Resources ’ /

offering

Transformation of Customer
Resources

Resources
/ demand

Customer

7 Inseparability
A Customers” external resources are necessary for

I lClCTOgCﬂClly services provision and must be present for the

Customers’ external resources are heterogencous by nature, resource transformation

because they belong to the customers themselves

Figure 4. FTU and particularization of the IHIP characteristics (Moeller, 2008)

As the management field has been mainly trying to describe services, Vargo & Lusch (2004,
2008) challenge the traditional service-view and highlight that services are taking the center-
stage in business field. They argue that new “service-dominant logic” is becoming the new
dominant logic. The S-D logic claims that the prevalent approach in business is now putting
the customer in the center of its activities and is always a collaborating party. Service
provision rather than goods is the fundamental to economic exchange. The focus on
interaction between service provider and service receiver is in join effort in making the

service transaction meaningful. The conception of services being something unproductive



11

and not helping society’s advancement in Smith’s view, to being regarded as the center of

all economic transactions in the S-D logic view. (Segelstrom, 2010)

S-D logic and other recent changes in market dynamics have blurred the division between
services and goods. Scholars and practitioners are aware that competitive advantage can
be enhanced through service (Karmarkar, 2004). S-D logic inverts the role of goods and
service by turning service into superordinant to goods. Service can be provided directly or
through goods — appliances. Competition occurs through service provision, as firms
compete in how they can provide applied operant resources to meet the customer needs,
relative to another firms. (Lusch et al., 2007) Servitization, term introduced by Vandermerwe
& Rada (1988), is widely recognized as the process of creating value by adding services to
products. Even though the interchangeability between products and services has a long
history, the change in business models and escalation of S-D logic has been particularly
rapid. Baines et al. (2009) define servitization as an innovation in organizational capabilities
and processes to better create mutual value through shift from selling product to selling
Product-Service Systems. Manufacturing companies have realized the added value that
services can provide and have increasingly integrated their goods with closely related
service offerings (e.g. insurance, maintenance). These so-called product-service systems
are “bundles” of offering combinations that are aimed to create superior value. (Tukker,
2004) Services are also being scaled up via “productizing” which refers to adding of
products to the service (e.g. hairdresser products). Regardless the fact, the prevalent trend
has leaned towards servitization and product-service direction in the spirit of S-D logic and

will most probably continue doing so. (Wilkinson et al., 2009)

2.1.1 Characteristics of public services

Governmental organizations that form the public sector can be divided into three different
categories: government-organization, autonomous public organizations and other public
organizations. Municipalities and cities are autonomous public organizations, that execute
state authority. (Kiviniemi, 1995) Local administrative units, municipalities, have two main
areas of tasks, political tasks and service tasks. These both are aimed for the well-being of
the residents of the municipality. Kiviniemi (1989) has divided the tasks of municipalities as

follows:
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e administrative customer service
e welfare services
e control and monitoring services

e infrastructure execution

As municipalities are autonomous, their field of activities is divided into two domains. Figure
5 presents the division of the municipality services. First one relates to the tasks
municipalities are legislatively required to execute (mandatory), and the second refers to
autonomously executed tasks (optional). Municipalities have more discretion on the tasks
under optional domain. (Oulasvirta, 1996) Legislative tasks of municipalities are social and
health services, education and culture services and technical services. Social and health
services include basic social security and elderly care. Education and culture services
comprises services such as elementary school and library. Technical services are crucial
to the development of the municipality and include essential services, such as infrastructure
and city planning. (Kuntaliitto, 2015)

Optional tasks of municipalities are part of the autonomy of the municipality and is written
in the constitution. The Finnish law does regulate the optional tasks in very general level.
General law principles, principle of sustainable development, law of public procurement are
few examples of such regulations. (Méaenpaé, 2013) Municipalities can also choose whether
they want to provide discretionary tasks, like high schools. These tasks are legislated in the
law but not mandatory upon municipalities. One of the basic tasks of municipalities have
traditionally been enhancing the business life. This happens by supporting business within
the area or creating conditions for such activities. Municipalities can enter the markets as
an actor but are regulated up to some degree. They cannot operate for example in totally
profit-seeking way. Mainly municipalities are expected to provide services of common-
good, like electricity. (Harjula & Prattala 2015)
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Municipality domain

h 4

Service offered by the Municipality
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Figure 5. Mandatory and optional services of a municipality (Suomen kuntaliitto, 2001)

Public organizations have distinctive features compared to private sector such as
(Kiviniemi, 1989):

Activities are directed by societal policy goals.
Activities are statutory.
Activities are budget-bound.

Organizational structure is multi-tiered, as public services are nationally directed.

a kc wnh e

The management and direction of public services is directed by various
administrative levels, which cases the service structures to be sectioned and

specialized, within the state and the municipalities.

Because of the aforementioned features, the central goals and aspects of public
administrator’'s activities relate to communal issues: activities are aimed for the benefit of
the nation or specific demographic group. Term “public services” can imply the entirety of
activities offered by public organizations. The service offered by public organization is often

something else than selling and buying, which is the case in private organizations. Thus,
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the public service can be very hard to standardize and measure its quality. (Pollitt &
Harrison, 1994) Many public services do not include interaction between the customer and
contact person, or it is not crucial part of the service. Also, different types of associated and
support services, such as customer service process are proven to be problematic, as it is
sometimes impossible to separate these “supporting” service from the core service.
Oulasvirta (1993)

Customer service process regards all the stages, in which the customer deals with the
organization to solve their matter or get a certain service. Customer service process
includes only the customer service part of the service, not the actual core service the
customer tries to reach. The concept of customer service process is useful when
considering the quality of the service, as it emphasizes all the steps within the service
process that the customer has to undergo before getting the actual service the customer
came for. Customer service process also includes the service features prior to customer
receiving active service. These aspects are often neglected when discussing service

quality, as the focus is mostly on the active process. (Oulasvirta, 1993)

According to Lumijarvi & Jylhésaari (1999), most public organizations are professional
organizations, which emphasizes the role of specialists. Specialist services solve
complicated problems and develop new things. These services are consumed because the
customer is not able to do something by themselves. Specialist services are basically
exchange of knowledge and expertise and are mostly aiming to maximize benefits and
reduce risks. The customer is helped to improve their situation, wealth, health or market
position. Core characteristic of specialist service can be considered advising. Specialists
advice and direct the customer to what they see is best. Sometimes the customer does not

know what they want or understand their situation. (sipila, 1998)

Municipalities have mostly the freedom to choose how to produce their services (Kuntaliitto,
2017):

e Municipality arranges and produces the service by themselves.

e Municipality arranges and produces the service in cooperation with other
municipalities.

e Municipality establishes a corporation or other corporate body or foundation to

produce the service or is part of one.
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¢ Municipality acquires the service from another municipality, federation of

municipalities or private service provider.

When discussing the tasks of municipalities, it is necessary to differentiate between two
terms: service arrangement liability and service production. Former means that the
municipality has to make sure that services are available for the residents, and that the
municipality finances these services. The municipality is free to decide the way these
services are provided. Service production on the other hand is done by the municipality or
some other actor with arrangement liability. Very often the most efficient and economic
option to provide services is to cooperate with other municipalities, communities or
companies. Federation of municipalities is the most preeminent form of cooperation.
(Kuntaliitto, 2017)

2.2. Process management

The operational environment and challenges of organizations are in constant change.
Globalization and global competition, technology development and digitalization, and
constantly changing customer demands are few examples of such radical changes the
world is undergoing. The success of companies is decreasingly dependent on their
production capacity or the size of the organization. Agility, expertise and innovativeness
have become the main factors in the pursue of success and profitability. Organizations are
reacting to the complexity of operational environment by specialization and collaboration.
In the new complex and changing environment, it is not possible to create long-lasting
success by formulating new plans and strategies one after another. Process management
is an approach which tries to solve the complexity of current business environments.
Understanding the organizational activities as value-creating processes, and continuous
identification and improvement of these processes to create superior value to the customer,
are central principles of process management. Process-thinking has established itself

strongly in the developed world during last decades. (Laamanen & Tinnil&, 1998)
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Figure 6: Process-thinking pattern (Rosemann & Brocke, 2015)

Process management does not formerly focus on cost-effectiveness, but also considers
speed and flexibility as crucial factors. Rather than focusing on personal achievements,
organizational co-operation and development of methods and teams are emphasized.
Suppliers and customers are also seen as partners in value-creation process. The goal of
process management is to model the business logic of the organization for processes and
focus on them. Developing these processes results in better service for the customer and
activities that do not generate value added are eliminated. Understanding the business as
a chain of processes also helps better understanding and managing the business entity.
(Laamanen & Tinnila, 1998) The means to achieve these goals differ significantly between
process management and previous management approaches. The goals of process

management do not differ much from the general goals of management, such as:

e Good financial result
e Customer satisfaction
e High productivity

e Active input, motivation and discipline. (Laamanen & Tinnil&, 1998)

Organizational activities are considered as processes which flow through traditional
functional boundaries. The functional approach creates barriers to achieving customer

satisfaction and makes the departments vulnerable to poor integration and communication.
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Process management in contrast improves customer focus and avoids the limitations of
managing by vertical functions. Successful organizations have understood the importance
of moving from traditional function-based management approach to managing through a

set of clearly defined customer-driven processes. (McAdam, 1996)

Process management or also called, business process management (BPM), has become
a holistic management discipline, and thus it requires various issues to be addressed for its
successful and sustainable application. While BPM has been proven to be beneficial for
companies, there is also an increase in the expectations to deliver the pursued results. In
order to approach BPM in a proper and holistic way, Rosemann & Brocke (2015) introduced
a model illustrated in figure 7, which distinguishes the six core elements critical to BPM.
These elements represent critical success factors for business process management. The
elements ought to be considered by the organization striving for success with BPM.

Strategic Governance Methods Information People Culture

Alignment Technology

Process Process Process Designand  Process Design and Process Skills and  Responsiveness to

Improvement Management Modelling Modelling Expertise Process Change

Planning Decision Making

Strategy and Process  Process Roles and Process Process Process Process Values

Capability Linkage  responsibilities Implementation and  Implementation and Management and Beliefs
Execution Execution Knowledge

Enterprise Process
Architecture

Process Measures

Process Customers
and Stakeholders

Process Metrics and
Performance
Linkage

Process related
standards

Process
Management
Compliance

Process Monitoning
and Control

Process
Improvement and
Innovation

Process Program and
Project Management

Process Monitoring
and Control

Process Improvement

and Innovation

Process Program and
Project Management

Process Education

Process
Collaboration

Process
Management
Leaders

Figure 7. The six core elements of BPM (Rosemann & Brocke, 2015)

Process Attitudes
and Behaviours

Leadership
Attention to
Process

Process
Management
Social Naaworks

Strategic alignment: BPM has to be aligned with the overall strategy of an organization.
Processes should be designed, execute, managed and measured according to the strategic

priorities. Changes in process capabilities may lead to process-enables strategy designs.

Governance: BPM governance establishes appropriate and transparent accountability

regarding roles and responsibilities for different levels of process management.
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Methods: Related to BPM and are defined as the set of tools and techniques that support
and enable activities in the process lifecycle and within the enterprise-wide BPM initiatives.
Examples include methods that facilitate process modeling or process analysis and process

improvement techniques, such as Six Sigma.

Information Technology: IT-based solutions play a significant role in BPM initiatives. Such
IT solutions increasingly manifest themselves in the form of process-aware information

systems, which have an explicit understanding of the process executed.

People: People are the core element of BPM are defined as individuals and groups who
continually enhance and apply their process management skills and knowledge in order to

improve business performance.

Culture: Relates to the collective values and beliefs regarding the process-centered
organization. Culture is about enabling and creating an environment that complements the

various BPM initiatives. (Rosemann & Brocke, 2015)

Davenport & Short (1990) define business process as “a set of logically related tasks
performed to achieve a defined business outcome”. Similar definitions are widely adopted
in the literature, but many also emphasize the role of the customer. Hammer & Champy
(1993) view business process as “a collection of activities that takes one or more kinds of
input and creates an output that is of value to the customer”. Processes within an
organization can be classified using different criterion. Business processes can be divided
into three categories: primary processes, secondary or support processes and tertiary or
managerial processes. 1) Primary processes are the core business processes of a company
and they usually generate the revenues for profit companies. 2) Secondary or support
processes are processes that are there to support or maintain the primary business
processes. 3) Tertiary or managerial processes direct and coordinate the primary and

secondary processes. (Reijers, 2003)

Business process management is dedicated to analyzing, designing, implementing and
continuously improving the processes of an organization. BPM provides an integrated set
of methods, tools and techniques to continuously improve business processes in order to
meet business targets. When a process has clear end-to-end design, people can perform
it consistently, and managers can improve it in a disciplined way. Establishing a precise

process design leads to a boost in performance because resources and time are allocated
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properly. Process management also leads to benefits by aligning everyone around a
common, customer-oriented goal. It also provides a framework for re-engineering, the
deliberate and holistic redesign of work. Enterprise success depends on the successful
performance of well-designed processes. Continuous improvement requires an improved

design. (Hammer, 2002)

Hammer (2002) presents six steps to efficiently starting process management:

Identify organization processes, typically five to ten.

2. Make people throughout the organization aware of the processes and what is
their part in them.

3. Create and deploy measures of end-to-end process performance, derived from
customer and shareholder needs. Assess current process performance and set
goals.

4. Designate process owners: managers with authority in the process and
responsible for ensuring consistent high performance. The process owner
establishes the process design, ensures that the design is followed, obtains
required resources for the process and intervenes as needed to improve the
process.

5. Select two or three processes for redesign and improvement. Implement those
new designs in a staggered style.

6. Over time, align the company’s management system with the new prominence of

its processes.

Process management highlights the importance of ceasing to focus on the optimization of
individual tasks and departments, and instead organize the tasks in the organization as
value-creating processes. It is also crucial to shift towards horizontal management
approach, which focuses on the customer. As processes cut through different departments,

the management of operations should be based on processes. (Gronroos, 2009)

Process owner is the central figure in the process management. Such person should be
appointed from the executive management group. Process owner is responsible for the
performance of the process and coordinates it. Often, in addition to the process owner, a
process manager is also appointed to coordinate the process at an operational level.
(Hannus, 1994) The process owner ensures that people performing in the process

understand it, are qualified, have the required tools and are following the specified design.
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The process owner makes minor changes to the process design in order to fix a flaw or to
address issues. In case of major gap between the current performance of the process and
the desired performance, the process owner leads an effort to create and entirely new

process design. Such situation would be called re-engineering project. (Hammer, 2003)

Accurate and complete representation of business processes are crucial to the success of
BPM. There are various techniques and tools for characterizing and analyzing business
processes. Business process modeling (BPM) plays an important role in representing and
enacting business processes. Process modeling facilitates understanding of the process,
serves as a basis for process improvement and management by supporting the analysis
related to processes, and it can automate process guidance and execution support. (Curtis
et al. 1992) Various methods have been used to model business processes. Examples of
such methods are data flow diagrams (DFD), process maps, action workflows and role
activity diagrams (RAD). Each method implies a different set of notations and thus the
selected method should be most suitable for the process at hand and the general objectives.
(Luo & Tung, 1999)

2.3. Change management

As companies improve and innovate their processes, change is inevitable. According to
Barnes (2004) change is an ever-present feature of organizational life. As there is no doubt
regarding the importance of this phenomena, the necessity for appropriate management
arises. Change management can be defined as the process of continuously renew
organization’s direction, structure and capabilities, to serve the constantly changing needs
of external and internal customers. (Moran & Brightman, 2001) Due to the great importance
of organizational change, its management have become a high required skill, and it has
even been argued that change management is the primary task of management today.
(Graetz, 2000)

There is common understanding that the pace of change has never been greater than in
the current continuously and rapidly evolving business environment. The management of
organizational change has been found to be currently very reactive, rather than proactive.
It has been reported that the failure rate of all change programmes initiated is around 70
per cent. (Balogun & Hailey, 2004) This indicates lack of valid approaches and frameworks
of how to successfully implement and manage change. Currently there is available wide

range of contradicting and confusing theories and approaches, which mostly lack empirical
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evidence. (Todnem, 2005) Table 1 presents examples for possible reasons for failures in

an implementation of major information system. There is typically no single cause for

failures, rather a snowball effect is often seen. Communication deficiencies and failure to

develop user ownership are two commonly observed causes. (Lorenzi & Riley, 2000)

Category

Examples

Communication

Culture

Underestimation of complexity

Scope creep

Organizational

Technology

Training

Leadership issues

Ineffective outgoing communication
Ineffective listening
Failure to effectively prepare the staff for the new system

Hostile culture within the information systems organization
Hostile culture toward the information systems area
No strategies to nurture or grow a new culture

Missed deadlines and cost overruns
Lost credibility

Failure to define and maintain original success criteria
Failure to renegotiate deadlines and resources if criteria do change

No clear vision for the change

Unintended consequences

Ineffective reporting structure

Staff turnover

Staff competency

Provision of a technical “fix" to a management problem
Lack of full support of “boss(es)’”

Roles and responsibilities not clearly defined or understood by everyo
Several people vying to be “in charge”

Adequate resources not available from the beginning
Failure to benchmark existing practices

Inability to measure success

System too technology oriented
Poor procurement

Lure of the leading (bleeding) edge
Inadequate testing

Inadequate or poor-gquality training
Poor timing of training—too early or too late

Leader too emotionally committed
Leader’s time over committed

Too much delegation without control
Failure to get ownership in the effort
Leader’s political skills weak
“Lying" to get initial approval

Table 1. Reasons for failures in implementing major information system. (Lorenzi & Riley,

2000)

Early approaches and theories regarding organizational change management suggested

that organizations could not be effective or improve performance if they were to constantly

change. It was claimed that people need routines to be effective and able to improve their

performance. Today the shared view is that it is of vital importance to organizations undergo

continuous change. (Rieley & Clarkson, 2001) Different authors have employed different
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terminology when categorizing the types of changes. A common classification for changes
is by the rate of occurrence: discontinuous and incremental change. Former refers to
change which is characterized by rapid shifts in strategy, structure or culture, or in all three.
One-time events which take place through large initiatives. Also seen as defensive
behavior, which creates situations where major reform is often required. (Luecke, 2003)
Incremental change refers to an approach to change where organization responds to the
external and internal environment in small steps as an ongoing process. The continuous
change is a pursue to keep change as an ongoing process to keep up with faced challenges.
(Burnes, 2004)

Organizational changes have also been divided into microchanges and megachanges.
Improvement efforts, modifications and upgrades in systems are usually called
microchanges, whilst new procedures or systems are major changes and thus, called
megachanges. Classifying the magnitude of the changes seem to work surprisingly well
and supports the management. It is important to note that sometimes one person’s
microchange can be other persons megachange. Impact of the change affects individuals

and process in different ways. (Lorenzi & Riley, 2000)

Changes in an organization can often be categorized as one of four types, with high
possibility of overlapping: Operational changes, strategic changes, cultural changes and
political changes. These types of change typically have great impacts at different levels of
the organization. For example, operational changes tend to have greater impact at the lower
levels of the organization. Understanding the different types of changes, their dynamics and
impacts, should guide the management decisions. (Lorenzi & Riley, 2000)

= Operational changes affect the way the ongoing operations of the business are
conducted, such as the automation of a particular process.

= Strategic changes occur in the strategic business direction, e.g. moving from an
in-patient to an out-patient focus.

= Cultural changes affect the basic organizational philosophies by which the
business is conducted, e.g. implementing a continuous quality improvement (CQI)
system.

= Political changes in staffing occur primarily for political reasons of various types,
such as those that occur at top patronage job levels in government agencies.
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The term “change resistance” is frequently used in the research, as the negative reaction
to a change within an organization. Many researchers such as Dent and Goldberg (1999)
have challenged the traditional view and argue that the organizational members resist
negative consequences (e.g. losing one’s job) and not necessarily change in itself. Belief,
that people resist change can hinder organizations’ chances of understanding and deal with
real organizational problems. People react differently to changing situations and many of
those reactions have been linked to personality and attitudes. Tichy (1983) suggests topics
which very likely impact employees’ reactions and evaluations: Power and prestige, job
security. intrinsic rewards, change process, trust in management, information and social
influence. As change implies doing things slightly or totally differently, the role of learning is
highlighted. Schein (1992) argues that there are two issues within every individual
undergoing change: learning anxiety, which is associate with learning something new (Will
| fail? Will 1 be exposed?), and survival anxiety which concerns the pressure to change.

Schein lists some associated fears:

= [Fear of temporary incompetence: the conscious realization of one’s lack of

competence to deal with the new situation.

= [Fear of punishment for incompetence: the apprehension that you will somehow

lose out or be punished when this incompetence is discovered or assessed.

= [Fear of loss of personal identity: the inner turmoil when your habitual ways of
thinking and feeling are no longer required, or when your sense of self is defined

by a role or position that is no longer recognized by the organization.

= [Fear of loss of group membership: in the same way that your identity can be
defined by your role, for some it can be profoundly affected by the network of
affiliations you have in the workplace. In the same way that the stable equilibrium
of a team or group membership can foster states of health, instability caused by
shifting team roles or the disintegration of a particular group can have an

extremely disturbing effect.

Every organization needs changes in its management and policies. But in addition to the
improvement of systems, there must be a change in people as well. Organizations need to
understand and support the employees undergoing changes. Transformations can be

traumatic and maybe involve a lot of issues. Figure 8 depicts the Change curve (Kubler
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Ross, 1969), and is commonly used model in business to understand change and personal
stages associate with it. The model is also known as the 5 stages of grief and shows the
various stages of emotions by a person going through a change or other highly stressful

situation. (Cameron & Green, 2015)

Dewial/? f/
Anger -

l_.-"
/
Acceptance
Bargaining

Self esteem

- "

Depression

Time

Figure 8. Kubler-Ross change curve (Kubler-Ross, 1969)

1) Denial
People facing potentially huge changes are often not able to accept the communication
and they would deny it to themselves. People could become emotionally numb and have a

sense of disbelief.

2) Anger

Once people acknowledge what is happening, they typically enter the second stage,
anger. They begin to ask questions, such as “why me?”. Anger and frustration are usually
external, and people start blaming themselves. Anger is another way of displacing our real

feelings about the undesired situation.

3) Bargaining
Third stage is called bargaining and starts usually when people have exhausted
themselves by attacking others or themselves. It is typically a conversation by themselves

and person is desperately looking around for something, to remedy the situation.

4) Depression
Once person becomes certain that no amount of bargaining is going to provide an escape

from the situation, the fourth stage kicks in. Depression refers to mourning and grieving,
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for the loss we are facing. At this stage one is ready to give up everything and feels mainly

sadness.

5) Acceptance

Many people move out of the depression stage and enter fifth stage of acceptance. This is
not necessarily a happy stage, but it is a stage where people can in some ways come to
terms with the reality of the situation. They are prepared to face the new undesired or
previously undesired situation, change. (Kubler-Ross, 1969)

Although some scholars (Pettigrew & Whipp, 1993) argue that there are no universal rules
to leading and managing change, many others advocate the emergent approach which
suggests a sequence of actions that organizations should comply with. Kotter (1996) is one
these authors and suggests Eight-Stage Process for Successful Organizational
Transformation. The model has been criticized for providing too little details and not being
general enough for some types of changes. However, these criticisms have been tempered
by the observation that no single model can provide a one-size-fits-all solution. (Pollack &
Pollack, 2014) The Eight Stage process is commonly used model as it describes a series
of steps to be taken to achieve organizational changes. Kotter’s (1996) Eight Stage Process

of Creating a major change is summarized as follows:

1. Establishing a sense of urgency

2. Creating the guiding coalition

3. Develop a vision and strategy

4. Communicating the change vision

5. Empowering broad-based change

6. Generating short-term wins

7. Consolidating gains and producing more change

8. Anchoring new approaches in the culture

The first stage is creating an awareness of the need for organization to change. It
is crucial to establish a sense of urgency to gain needed cooperation. Kotter (2008)
argues that the failure in this stage is the single biggest error when trying to change

organizations. Considerable efforts may be required to motivate and convince the
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organizational personnel to invest their time and effort and deal with the
inconveniences of change. The second stage involves forming a group with
enough power to lead the change. These guiding coalitions should be created at
multiple levels and the role of change program sponsor is vital. (Remington &
Pollack, 2007) Developing a vision and strategy is the third step in Kotter's model.
This stage is crucial in pursuing broad and common acceptance of the need to
change. It should highlight the goals and benefits of the change program, but also
state the negative consequences of inaction. (Sherman, 2008) Fourth stage is to
communicate the vision for change. Kotter (1996) claims that managers
underestimate the amount of communication required to develop a consistent
understanding. Inconsistent messages often hamper the change implementation.
Repetition and efforts should be devoted spreading the message and developing
visibility for the program. The Fifth stage in Kotter's process involves removing obstacles
to change, changing structures or systems that undermine the vision, and encouraging
innovativeness. Business units should be helped to remove the structural barriers to
empowerment. (Kotter, 1996) Short-term wins help to demonstrate the viability of
the change and build momentum. These wins need to be made visible and clearly
related to the direction of change. Seventh and eighth stages are about ensuring
that all groups involved in the project are brought under the same banner and the
momentum of change is maintained. The job should not be let up before it is done,
otherwise critical momentum can be lost, and regression may follow. Changes and

new practices should be driven into the culture. (Kotter, 1996)

2.4. Service process improvement

Services dominate the global economies and drive economic growth, but yet in practice,
innovation in services is less disciplined than in manufacturing and technology sectors.
Companies can no longer compete only on providing superior value through their offerings,
but rather they must move into customer experience management and create long-term,
emotional bonds with their customers through co-created experiences. (Crosby & Johnson,
2007) Notion of customer experience has been widely used in recent years. It refers to “the
cognitive, affective, and behavioral reactions associate with a specific service event.”

(Padgett & Allen, 1997) According to Carbone (1994) customers cannot help having
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experiences and services create experiences. An issue has risen whether companies have
the capability of systematically manage that experience. Meyer & Schwager (2007) argue
that companies approaching customer experience management with clear vision of the
design and development process are more likely to achieve improved customer and

organizational outcomes.

One of the main characteristics of services is their process nature. Service process is a
chain of activities needed to produce the service. It consists all the processes that contribute
in providing value to the customer. Service process is an interaction between the service
provider and the customer, as the customer is also contributing to the outcome of the
service. (Edvardsson & Olsson, 1996) Some parts of the service process are visible to the
customer, others are invisible. Analysis of the customer’s service consumption and co-
creation process, interactions with the service provider and the support systems is essential
to managing and improving the chain of service activities. While many of the activities that
support the service are invisible to the client, understanding their role in value proposition

is essential. (Bitner et al. 2008)

Definitions of improvement and innovation are often used together. Some writers use them
as synonymously, but others such as Bessant (2003) makes a difference between the two.
They reserve the notion of innovation for radical or large-scale changes in the organization.
These innovations bring something new to the organization and may or may not improve
the processes. Improvement term is usually associated with smaller incremental changes,
which mostly focus on existing processes and activities of the organization. As such,
generally the extensiveness and uniqueness of the change influences the choice of wording
used. Figure 9 depicts the relationship between improvement and innovation. The main
points derived are the difference between continuous improvement and innovation, and the
fact that not all innovations bring forth improvements to the organizational operations. The
best practices pursue in adopting an approach, which aims simultaneously for both

transformational changes and continuous improvement. (Hartley, 2005)
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Figure 9. Innovation and improvement (Hartley, 2005)

Improving the service process of a company happens by improving all the processes that
contribute to the outcome. Processes can be seen as chains of activities or events that have
clear beginning and end, and which are used to turn inputs into outputs. Process differs
from project that it is ongoing and not unique. (Lecklin, 2006) First step in service
improvement process is the mapping of the current state. Understanding the current
situation is a prerequisite for successful service improvement. This is done by outlining the
processes, process mapping and assessment of current process. Undergoing these steps
precisely will lead to comprehensive understanding of the situation and help with later steps

of the improvement process. (Lecklin, 2006)

Process analysis step aims to create solutions to improve the current process. Solving
possible problems, benchmark evaluations and choosing suitable improvement tools are
examples of possible actions. After the process is analyzed and new approach is chosen,
a plan for improvement is made and implemented. When the improved process is
implemented, it is time to start mapping and evaluating again, thus named continuous

improvement. (Lecklin, 2006)
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Figure 10. Continuous process improvement (Lecklin, 2006)

Business process improvement (BPI) as a term originates from process management and
is commonly used in the literature. Harrington (1991) defines BPI as an approach to
increase the effectiveness and efficiency of business processes that provide output to
external and internal customer. There are numerous different BPI approaches and models
for process improvement. The level of details of the procedures vary a lot, depending on
the author and their area of focus. Curatolo et al. (2013) studied 13 articles related to BPI
procedure models and combined their observations into 11 activities. These activities
were quoted in at least 50 percent of the articles and provide a comprehensive list of

characteristic activities of BPI:

1) Understanding the environment: various articles specified the importance of
understanding the environment of the organization before launching BPI activities:
understanding the organization’s main business process, strategic objectives, employees,

customer needs and competition.

2) Selecting process to improve: most articles mentioned this activity and suggested
that the selected process to be improved ought to be referenced to process performance,

the process impact on client’s needs or to the objectives of the organization.
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3) Establishing top management support: the authors argue that actively involving the

top management will guarantee the success of the BIP approach.

4) Organizing a project team: a team much be composed of actors actively involved in
the selected process. Selecting project team, training team members of BPI basics and

planning the project are steps to be taken at this stage.

5) Understanding the selected process: vast majority of the authors suggest graphically
mapping the process to be improved. The mapping should be created by multidisciplinary

team in order to be relevant and reliable.

6) Measuring: this refers to activity of collecting data in order to measure the process

performance.

7) Analyzing: to analyze the process, the authors suggest an identification of the activities

with non-added value and problems (e.g. bottlenecks, lack of efficiency).

8) Improving: suggested actions to improve a process are benchmarking, streamlining of

the process and assessment of need for new technologies.

9) Managing the change: this activity includes actions aiming to ease the implementation

of the new process: e.g. communication and training staff.

10) Implementing: planning the implementation of the new process is suggested, as well

as pilot testing before the actual implementation.

11) Monitoring: the final activity consists of identifying performance indicators, collecting
data and controlling the indicators. A new BPI process ought to be started if a problem is

verified and as such, continuous improvement is achieved. (Curatolo et al. 2013)

These activities can be divided into two categories: core operational activities and support
activities. The main characteristic activities of a BPI approach are shown in figure 11.
Core operational activities are directly linked to the process (in the center of the figure)
and are performed in a planned pattern when a need for process improvement arises.
Support activities are important for the success of the BPI approach but are not directly
linked to the process. These activities should be performed continuously to guarantee the

success of the improvement project. (Curatolo et al. 2013)
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Figure 11. Characteristic activities of business process improvement. (Curatolo et al.
2013)

Special characteristics of services, such as intangibility and heterogeneity, as well as
human interaction, makes developing and improving services challenging. Many of design
techniques and tools used for physical goods, hard technologies and software do not work
well with services. (Edvardsson et al. 2000) In order to improve the service process, and
create superior value and experience to the customer, it is crucial for the company to identify

the critical parts of the service process and map them. (Zeithaml et al. 2009)

Service blueprinting is a flexible approach helping the managers with service process
design and analysis. Service blueprinting is a method developed to innovate and improve
service processes. It provides an overview of an entire service process and helps
understanding the customer experience. Its purpose is to create a visual service description.
It is an objective map depicting the chain of activities from both sides, customer and
provider. Service blueprint allows the members of an organization to visualize the entire
service process and coordinate it accordingly. The advantage of service blueprinting is its
accuracy compared to word-based service descriptions, the ability to help notice problems
and the ability to identify risk factors in the service process. (Bitner et al. 2008) Service
blueprint is an evaluative and prescriptive tool that can be used to refine and improve the
service delivery system, its different elements and processes. It can assist in identifying the

crucial elements and processes, and also possible “fail points” that are impacting negatively
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to the service performance and quality. Identifying and resolving these failures will increase

the quality of the service execution. (Shostack, 1982)

Service blueprints help companies to reinforce customer-orientation among employees, as
the method highlights the role of the customer in the service process. Blueprints also helps
clarifying interfaces across different departmental lines and distinguish between onstage
and backstage activities. Service blueprints are relatively simple and easy to comprehend
by all stakeholders. There are five components of standard service blueprint (Bitner et al.
2008):

e Physical Evidence

e Customer actions

¢ Onstagelvisible employee actions

e Backstage/Invisible employee actions

e Support processes

Figure 12 depicts the key components of service blueprint. Physical evidence refers to the
contact interfaces in which the customer comes in contact with the company. These are the
tangible elements that customers are exposed to, such as website or customer service
lobby. Customer actions include all the actions the customer takes as a part of the service
delivery process. The actions are presented in chronological order across the top of the
blueprint. Service blueprinting differs from other flowchart approaches that it regards
customer as the central to the blueprint and other activities are barely supporting the value
proposition offered to the customer. Onstage/visible employee actions are those actions
that occur in the encounters between contact employees of the company and the customer.
This step is separated from the customer by the line of interaction and every time the line
of interaction is crossed, a moment of truth occurs. Backstage/invisible contact employee
actions, which are separated from the onstage actions by line of visibility and refers to
actions that contact employee does in order to serve the customer or is part of their
responsibilities. Actions that appear above line of visibility is seen by the customer, whereas
everything below it is invisible. Support processes are separated from contact employees
by internal line of interactions. These activities are carried out by people or units within the
company who are not in contact with the employees but are crucial for the service to be
delivered. Different kinds of management systems that are needed in the service process

are an example of support processes. (Bitner et al. 2008)
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Figure 12. Service blueprint components (Bitner et al. 2008)

Radnor et al. (2014) suggest that building of service blueprint starts with the identification
of key touchpoints. These are the physical elements in which the customer comes in contact
with the company. After this, each stage of the service system is analyzed in depth providing
details for the front-stage and back-stage dimensions of the system. Analyzing the service
process should include the exploration of the target performance and timings for each stage
of the service process. Comparing these targets and actual performance can provide useful
starting point for defining minimum standards of the service. Next step is identifying the
points where users may perceive failure in the service delivery. These fail points related to
the quality and performance of the service, whether they are actual technical performance
factors or perceived ones. Service blueprint can also help discovering the areas of

excessive wait. These are often regarded as fail points within a service and, also target for
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elimination. Blueprints can help understanding the inevitable risks that part of service

delivery and an approach for addressing risks within the system is also often required.

Shostack (1987) who first suggested service blueprinting for service process analysis,

proposed similar approach for designing service blueprint:

1) Identifying process of service delivery. Level of details depend on the complexity
and nature of the service.

2) Identifying fail points. The actions necessary to correct or eliminate must be
determined and procedures to reduce the likelihood of them occurring again
should be developed.

3) Establishing time frame. Setting of standards against which the performance of
process steps might be measured.

4) Analyzing the profitability of the service delivered, in terms of the number of

customers served during a particular period of time.

As the main objective of service blueprinting is to create solid foundation for service
improvement across the whole service system, it is important to clarify the targets of
performance and improvement clearly. These targets ought to be implement as a coherent
package of service improvement and should include training for staff to understand the
significance of these targets for successful service delivery. Addressing the approach in the
case of service failure is also a core feature of effective service delivery. (Radnor et al.
2014)

Martinich (1997) listed six benefits of successfully using service blueprinting:

e Visual representation

e Customer contact points

e Service failure points

e Tool for training employees

¢ Identifying needed equipment and materials

e Continuous evaluation and improvement

The visual representation of service process makes it easier to determine which activities
are truly necessary and provide value to the customer. Identification of activities that should

be eliminated or modified is also easier with visual picture of the service. Customer contact
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points are clearly identified in service blueprint. This helps to point out the activities that are
crucial, that can be performed separately and where opportunities for co-processing
activities exist. Possible service failure points are also clearly identified. This helps
developing plans to minimize the chance of failure and identifying corrective actions or
improvements. Service blueprint is a great tool for training workers. They can see which
activities are crucial and must be performed. It also equips them with understanding of
failures and activities preventing or correcting them. Blueprint is useful for identifying
equipment and materials needed, and how service facilities should be arranged to facilitate
the services. Service blueprints are often reconstructed regularly and used to evaluate and
improve the service system over time. This is helpful especially in recent times as new
technologies and services are constantly emerging and organization ought to keep up with
the change through innovation and improvements. (Martinich, 1997)

Shostack (1987) argues that service blueprinting makes processes more transparent and it
is a powerful tool for practitioners to encourage creativity and problem solving within an
organization. The visual representation of a service is also far more precise than a verbal
definition. (Shostack, 1982) Bitner et al. (2008) claim that service blueprinting has evolved
to include not just the process elements of a service, but also physical artefacts, and has
also integrated other process methodologies into its application, such as process modelling
approaches. They do maintain that the core of service blueprinting is the creation of a
graphical blueprint which should be kept simple and include all human elements of the
service system, as well as evaluate the position of the service user within the service

process.

2.5. Customer needs and expectations

In order to companies deliver great value to customers in a competitive market, it is crucial
to improve the customer experience and satisfaction. Managers of service businesses are
facing a challenge to reduce service factors that lead to dissatisfaction and create service
factors that deliver superior value to the customer. Businesses must strive for total customer
satisfaction. Needs and expectations explain customer behavior. Expectations refers to
things a person anticipates from a service encounter. Needs are things that one seeks from
life as a person. These both must to be satisfied by the firm, as failing to meet them can

cause dissatisfaction or even an outrage. (Schneider & Bowen, 1999)
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Customers evaluate service quality by contrasting their perceptions of the service with their
expectations. Customer service expectations can be categorized into five dimensions:
reliability, tangibles, responsiveness, assurance and empathy. Table 2 defines these
dimensions. As reliability is mostly related to the service outcome, the rest are concerned
with the service process. Studies indicate that reliability is the most important dimension
meeting the customer expectations, but the process dimensions seem to have more impact
in exceeding customer expectations. Thus, the service process appears to be the best
opportunity for the firm to perform beyond customer expectations. (Parasuraman & Berry,
1991)

Service Dimension Definition
Reliability Service outcome is as promised.
Tangibles The appearance of service interface:

facilities, equipment, personnel,

communication

Responsiveness Customer service and help available

Assurance Trust and confidence regarding employee
skills and knowledge

Empathy Caring and individualized attention

provided to customer.

Table 2. Customer service expectations (Parasuraman & Berry, 1991)

Parasuraman & Berry (1991) also suggest that customer expectations have two levels:
desired and adequate. The desired service level is the service the customer is hoping to
receive, and adequate level is that which customer finds acceptable. These service levels
are separated by the zone of tolerance. Reliability is mostly regarded as core of the service
and tend to have higher expectations for it and as such, the zone of tolerance is most
certainly smaller. Desired service level also rises by customer experience and expectations
towards the firm. Adequate service level is more changeable and influenced by

circumstances such as number of service alternatives.

According to Schneider & Bowen (1999) purchase decisions are driven by two types of
needs: functional and emotional. Former refers to needs that are satisfied by product
functions and latter ones relate to deeper psychological needs, such as status and self-

fulfillment. In order to provide superior value to the customer, firms ought to understand the
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customer needs. Recognizing the customer needs and their influence on decision-making
is crucial for long-term success of a company. Incomplete understanding of customer

decision-making can be fatal to the business performance. (Stringfellow et al. 2004)

Companies can collect information on customer needs through various channels. In order
to choose the most convenient channels of communication, two factors should be
considered. First, firms ought to match customer's preferences for communication by
providing multiple options for communication channels. Secondly, the chosen channels
should match the type of information being collected. Identifying both types of needs,
functional and emotional, require different types of channels. (Stringfellow et al. 2004)
Business industry of the firm and the offerings also influence the choice of communication
channels. Functional businesses can get benefit a lot from lean channels such as email and
data bases, as they are efficient and convenient. More service-oriented firms, with
emotional aspects linked to their offering, might want to consider using more complex
channels and benefiting from non-verbal communication as well. A comprehensive full-
spectrum information portfolio is also an option, as it provides wide range of customer
information. It is a collection of approaches, and requires more investments to implement,

but can provide long-term advantage for the firm. (Stringfellow et al. 2004)

Information Communication Data collection

ST characteristics requirements methods

Transaction record and
Well-defined; explicit; clickstream data; survey
. Lean channels . .
tangible (if right questions are
asked)

Functional needs

Semi-structured
interviews; archetype
research; story-telling;

picture drawing

Latent; fuzzy;
Emotional needs subconscious; hard to Rich channels
articulate; intangible

Table 3. Understanding customer needs (Stringfellow et al. 2004)

Kotler & Armstrong (2001) suggest that market should be divided into segments, on the
basis of customer needs. So called “benefit segmentation” entails that appropriate value
propositions ought to be created for customer segments with differing needs. As this
approach is harder to achieve than demographic segmentation, answering the precise

needs of the customers can create more satisfied long-term customers. Customers desire
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personalized and closer relationships with service providers. Customer relationships are

crucial in exceeding the customer expectations.

Improving service processes is also seen as a way for firms to perform beyond customer
expectations. Bridging this cap between firm’s internal improvements and external
measures of customer needs and satisfaction is an important process. Traditionally,
external focus on customers have been the domain of marketers and internal process
improvement has been the field of engineers. Increasingly, both areas have broadened their
focus and started cooperating in pursue for increased business performance. Engineers
have become more customer focused and marketers and consumer researchers have
become more internally focused, trying to translate customer needs into action implications.
(Herrmann et al. 2000)

Many approaches and models have evolved that are trying to link the customer needs into
service or product design. One of the most used tools to define customer requirements and
convert them into detailed specifications is Quality Function Deployment (QFD). QFD is a
management tool as it provides a visual process to help firms focus on the needs of the
customers throughout the whole product or process development cycle. It helps to develop
or improve customer-oriented, high-quality products and services. (Bouchereau &
Rowlands, 2000)

The principle of this concept is to systematically transform customer requirements and
expectations into measurable product and process parameters. The customer needs are
often called the “whats”, the things QFD is ultimately supposed to improve. The model also
determines “hows”, which are the design requirements that determine how the “whats” are
to be fulfilled. (Clausing, 1994) The QFD process involved typically four phases (Hwamg &
Teo, 2001):

Customer requirements into product/service attributes.
Product/service attributes into design requirements.

Design requirements into process requirements.

N

Process requirements into processes.

QFD process priorities customer values and the voice of the customer directs the design of
the product or service. After identifying the customer needs and the mechanisms to satisfy
the customer, the relationships between these are weighted. Value weights are added to

these relationships, using a matrix called as a house of quality (HOQ). (Pitman et al. 1996)
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HOQ is used to understand the voice of the customer and translate it to the voice of the
engineer. Figure 13 shows the modified HOQ of Puritan-Bennet, a company who used HOQ

and QFD successfully improve their business in early 1990s. (Hauser, 1993)

Figure 13. House of quality (Hauser, 1993)
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Cohen (1995) proposes that there are various benefits for using QFD approach:

e QFD is efficient compared to other design processes and it emphasizes the
customer needs more.

e The structure of house of quality in QFD design process allows more systematic
and step by step approach to planning.

e QFD compels towards systematic analysis between customer needs and product
designs.

¢ Combining house of quality, forces the actors within company to discuss with one
another and creates more overall understanding.

¢ House of quality leads to more documentation and improved capability to

continuous improvement.
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3 ESTABLISHMENT SERVICE PROCESS IMPROVEMENT

3.1 Case City of Imatra

Imatra is a town and municipality located in eastern Finland and was founded in 1948. The
city is located near the Russian border and is known as an industrial city. It has about 27 000
inhabitants, of which the city employs 780. As a municipality, Imatra represents the local
level of public administration in the country. Municipalities are responsible for various
services, such as healthcare and social services. Thus, the City of Imatra operates as an
organization, and has both profit and non-profit activities. Imatra has two areas of
responsibilities: urban development, which includes technical services and business policy,
and welfare and education services. Most of the former ones are offered by the city itself.

All the activities, be they obligations or not, are to promote the well-being of the city

The management of the city has been undergoing changes in recent times. New mayor was
chosen in summer 2018 and since then the city has taken new proactive approach. Imatra
has been reforming its processes determinedly and is trying to make the city an attractive
location for companies. The business establishment process was seen an important activity
in improving the attractiveness of the city, and such this thesis is focusing on it. Considering
the limitations of this study, the introduced establishment service process describes the
ordinary process, which focuses on medium and large locating enterprises looking to rent
business premises for their operations. Smaller companies or entrepreneurs, and situations

where the need to search for private premises arises, are left out from this analysis.

3.1.1 Improving establishment service process

The city of Imatra has found the need to improve their service processes in the face of
increasing competition. Companies are moving their factories into the most suitable
locations and demand certain requirements, such as logistics, availability of workforce and
ideal operating conditions. The city of Imatra wants to offer more than just a good location;
they also want to provide a clear and concise service process for the companies. The
current situation is not alarming, but the desire for proactive measures for service process

improvements has gained a lot of support.

This research will analyze the current establishment service process that the city of Imatra

provides to potential companies who are interested in starting or relocating their operations
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in the city. A comprehensive process mapping is required in order to clarify the current
process and gain deeper understanding of possible development areas. An analysis of
customer needs is also executed in order to optimize most crucial service steps. After the
bottlenecks and process trails are identified and analyzed, process improvement

suggestion is introduced.

Imatra operates as a group company and this group includes subsidiaries. Together, this
entity produces a variety of services. One of the city's services is the establishment service
process for companies and entrepreneurs. In addition to city management, this service
process includes three group companies: Mitra, IBC and Kehy, and separate actor Kake.

The group organization is discussed in more detail further in this study.

3.2 Research methodology and case study

Research methods are commonly divided into two categories, qualitative and quantitative.
This thesis uses the former, qualitative approach to gather it's empirical data. The goal of
qualitative research is to study interactions of things and understand different phenomena
and perspectives. The relationship between different factors are analyzed in a clear context
and the subjective perspectives are taken into consideration. Quantitative research
methods on the other hand base their approach more on existing theories or models and
often relate to terms such as validity or correlation. (Flick, 2014) Bogdan & Biklen (1997)
defined qualitative research through five features (Table 4):

Features of Qualitative | Description

Research

Naturalistic Researchers try to observe and understand the specific
setting in which the actions occur.

Descriptive data Data in qualitative research often takes form in words and
pictures rather than numbers.

Concern with process More concerned with the process rather than simple
outcomes.

Inductive Data is analyzed inductively; not to prove or disprove
hypotheses. Theory emerges during the research.

Meaning Desire to understand the perspective of the participants
more deeply.

Table 4. Features of Qualitative Research (Bogdan & Biklen 1997)
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As the features in the table 1 indicate, qualitative research aims for comprehensive
understanding of the setting. It is also suitable for situations where solutions and answers

are being sought for practical problems. (Flick, 2007)

Case study is one of the approaches of qualitative research and the one that is chosen for
the empirical part of this thesis. The subject of this study is a single case and thus, single-
case study was conducted. According to Thomas & Myers (2015) single-case study is a
suitable approach when the research results are meant to be applied within a single
organization, rather than generalization. Yin (2003) explained case study as an empirical
inquiry that examines a phenomenon within its real-life context, when the boundaries
between the phenomenon and the context are not obvious and several sources of evidence
are used. As the aim of this study was to analyze and improve the establishment service
process of a specific organization, the selected research method is justified.

3.2.1 Data collection

When conducting a qualitative study, it is crucial to choose the most suitable methods. Yin
(2003) argues that multiple sources of data should be used to establish validity and reliability
of the study. Yin (2009, 114-120) also presents three principles for case study data

collection:

e Using more than one data source
¢ Creating a database for collected data

e Ensuring logical chain of reasoning between collected data and conclusions drawn

There are various methods of data collection in qualitative research, such as observations,
different types of textual and visual analysis, and interviews (Gill et al. 2008, 291). In order
to gain deep understanding of the case organization, selected service process and the
research problem, an explorative approach was selected. As such, three data collection
methods were used for the empirical part of this study; semi-structured interviews, focus
group discussions and customer survey. The research question of this study asked: “How
city of Imatra can improve their establishment service process?”. In order to answer this
guestion, it is essential to have a comprehensive insight of the situation. The main focus of
the research was on the Imatra city's establishment service process, and there are several

actors from Imatra Group that are involved in it. Understanding the role and vision of these
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key actors was at the heart of the work. A total of five interviews were conducted, with
Deputy Mayor. Group CEOs and Kake CEO. Two focus group discussions were also held
with the city management team, including the Mayor. Additionally, customer survey was
sent to two companies that have gone through the Imatra’s establishment service process.

Table 5 explains the process of data collection for this thesis.

Activity Date Participants
Interview 25.10.2018 Deputy Mayor
Interview 31.10.2018 IBC CEO
Interview 31.10.2018 Kehy CEO
Interview 31.10.2018 Kake CEO
Focus group discussion 24.1.2019 Part of the City

management team,
including Mayor

Focus group discussion 14.2.2019 City Management Team
Interview 7.3.2019 Mitra CEO
Customer survey answers | 26.4.2019 Tetra Pak

Table 5. Data collection

Yin (2003) recommends that theory ought to be used in case studies to guide the data
collection process. Following this thought, service blueprinting approach was embraced at
very early stages of the process. Data collection of the study emphasized the understanding
of participant's perspective and experience. Process improvement being at the heart of this
study, the importance of mapping the current process is emphasized. Thus, seeing the
process in the eyes of the participants not only bring great insight, but also helps in detecting
possible improvement areas. In addition to the collected primary data, supporting secondary

data was also utilized. This data was mainly acquired from the city website.

3.2.2 Semi-structured interview

The case study started with interviews, one of which took place at LUT's premises in
Lappeenranta and the rest at Imatra City Hall. The interview was conducted with the Deputy
Mayor and CEOs of the Group companies. The aim was to create a general understanding
of the activities and tasks of the city of Imatra and its subsidiaries, and especially their

involvement in the investment process. At the start of the interviews, the service blueprint
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approach was already selected through theory review to map the process. That is why the
understanding of the current state of the establishment service process was emphasized,

and the questions sought to create comprehensive understanding of the situation.

According to Gill et al. (2008) there are three fundamental types of qualitative research
interviews: structured, semi-structured and unstructured. Semi-structured interview
consists of several key questions that guide the interview but leaves room for follow-up
questions. This interview format was selected for this study, as it allows the participants
some flexibility and allows for the discovery or elaboration of information that was not
previously thought of. Another reason for choosing semi structured interview over structured
interview, was the nature of the case organization. The activities and systems of a public
administrator is something that differs from ordinary business, and such many important
things were expected to rise during the interviews. Most of the interviews were conducted
at the beginning of the study. This helped to conceive the process of Imatra's establishment
process and to understand the views and roles of different actors. There were a few key
questions in the interview, but as expected, a lot of important information came outside the

actual questions.

3.2.3 Focus group discussion

Another qualitative data collection method of the study was the focus group discussions.
With the exception of one interview, these discussions were held after the interviews, when
the theory had also been studied quite extensively. Focus group discussion is a method of
qualitative research in which a small group of participants discuss a given subject to
generate data. Objective of this method is to give the researcher an understanding of the
different perspectives of the participants, as well as seek explanations and areas of
improvement. (Wong, 2008, 256)

In the first focus group discussion, part of the city management team, including the mayor,
was involved. The conversation was very free-form and only a few key questions were
raised to guide the debate. The purpose of the discussions was to deepen the
understanding of the establishment process and to identify possible areas for development.
The second focus group discussion involved the whole Group Executive Team, excluding
the Mayor. All those involved in the establishment process were involved in this discussion.
The process mapping was very much done at this stage and the goal was to find all possible

development areas. Participants were encouraged to give their views on the process and
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development areas. An important part of this discussion was the workshop section, where
participants were given a service blueprint frame, and were invited to describe their own
view of the current process. Finally, the blueprints were discussed, and the causes of the

differences were discussed and examined.

3.2.4 Customer survey

The final data collection method was customer survey. As is normal for qualitative research,
the research approach is developing during the process. The customer survey was
considered necessary on the basis of theory, and empirical data. A survey was sent to the
two most recent corporate customers of the Imatra city's establishment process. The survey
included four likert- statements with three to six questions, and 4 open questions. The aim
of the survey was to find out the customers' experience of the establishment process and

to find out their preferences.

3.3 Validity and reliability of the study

Validity and reliability are one of the most important aspects in research, as they determine
the credibility of the study. These terms are approached from different angles in qualitative
and quantitative research. Yin (2003) suggest that the quality of a case research is based
on construct, validity, internal validity, external validity and reliability of the research design.
Construct validity refers to the extent to which the selected set of measures serve their
given purpose. In order to establish construct validity in a case study, two factors should be
made clear. First, establishing clear chain of evidence is crucial to prove the logic behind
the research process. Second, adopting multiple sources of evidence, by using appropriate
data collection methods and data sources. (Yin, 1994) Internal validity refers to the
analysis part of the research: is the logical reasoning compelling to support the reached
conclusions. (Yin, 1994) External validity defines how well the results represent the
studied phenomenon, or to which extent the findings can be generalized. In order to
increase external validity, it is suggested that the analysis of the empirical data ought to be
strongly theory-based. (Yin, 2003) Reliability of the research design refers to the absence
of random errors; the extent to which the research process can be repeated and yield same
results. Documentation and clarification of research procedures are emphasized, to

accomplish possible replication of the study. (Yin, 2003)
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In this study, objectivity has been sought in all parts of the research process. The researcher
has given the interviewees the opportunity to talk free about the subjects at hand, without
leading too much. The subjectivity of the interviewees must be taken into account. The
problem with this issue is reduced by the fact that all the main actors in the establishment
process were interviewed to get a reliable overall picture. The research process of this case
study was made as clear and logical as possible. The research began with getting familiar
with the organization's activities, and with the establishment process itself. The selected
gualitative research approach and selected data collection methods were considered
appropriate by the support of the theory. In addition to the internal viewpoints, external data
was obtained through a customer survey. This, in addition to the other things mentioned,
brings reliability to this research.

3.4 Findings

The objective of the case study was to map the current state of the Imatra city establishment
process and to suggest an improvement plan. As a public actor, Imatra produces a variety
of city services and many of them are extraordinary in nature. Their goal is not necessarily
to generate a profit, but to benefit the municipality as a whole. The selected process for this
research is targeted at companies that are willing or interested in establishing their
operations in Imatra. The effectiveness and efficiency of this process is important for the
city for many reasons. Municipalities compete with each other for businesses and seek to
attract them to their territory. The concerns of smaller municipalities in Finland have also
risen due to the growing urbanization trend, as many municipalities have lost their vitality.
The establishment of the service process also differs from conventional services quite a lot.
It is a service provided by the city group, which manages the whole process related to the
placement of the company in the city. So, there are many actors and organizations involved

in the process, and this can raise some issues.

The course of this study is in line with the previously presented Lecklin (2006) process
development model (Figure 9). This model emphasizes the perspective of continuous
development, which has been understood, and taken into account by the City of Imatra.

Continuous improvement is seen as an important factor for the success of the city.
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Figure 9. Continuous process improvement (Lecklin 2006, 134)

This Case study was started by following the process of continuous process improvement
and by mapping the current state. The goal was to understand the current state of the
establishment process, its implementers, and the whole context. The first step was also
particularly important as it was needed to build a service blueprint, to clearly illustrate all the
stages of the process. The process analysis step occurred through several activities. Focus
group discussions after modeling the service path were used to discuss the process and
analyze it among all the participants of the service. The researcher was also able to observe
the discussion and recognize strengths and weaknesses of the process. Expectations and
development ideas for the establishment process were also raised. In the service process,
it is always important to take the customer's perspective into account and this insight was
gained through the customer survey. There were only two companies in the sample, but the
number of the customers in the particular process is very limited. After understanding the
customer preferences and experiences, it was possible to form QFD customer needs
analysis and to visualize the customer-valued features in the service, as well as potential

development areas.

Next, the steps of the case study process and the results that emerged from them are
reviewed. The description and analysis of the process is based on the conclusions of the

researcher based on the data obtained from the research methods.
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3.4.1 Service blueprinting the current establishment process

Compiling service blueprint means practically mapping the current process. Blueprint shows
the steps and activities of both the customer and the service provider. At the beginning of
this case study, the researcher had no prior understanding of the process of establishment
or the actors involved, so process then began from a clean table. After obtaining a study
assignment, the analysis of theory and other external data began. Through this, an insight
was obtained as to how the research process should proceed. Case study started with
interviews with the deputy mayor and three CEOs. Through these interviews, Imatra's city
activities and particularly, the establishment service process was outlined.

Imatra as a public actor produces a variety of services. Some of them are profit-making and
some are not profitable. The city's actions are strongly guided by legislation and there are
services that Imatra is obliged by law to offer. The business establishment process is not a
mandatory but otherwise indispensable service that the city offers. It keeps the city
competitive and vibrant. In this process, several actors operate under the leadership of the
city management. Some of these actors are in the process background, and others play a
very important role. The property and construction company Mitra, the development and
business services provider Kehy and the urban development and technical services
company Kake are the key actors in this process. Other actors involved in the process are
Imatra Base Camp (IBC), which sells and markets Imatra, as well as city heat and electricity
companies. These among personnel working at the city hall are excluded from this study,
as they are seen as support for the core process. Participants of the establishment process

and their field of operations are presented in Table 5.
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City management
Supervision of the whole Imatra Group
Mitra Kehy Kake
Construction and real Advisory services for Urban development and
estate services current and starting technical services
companies

- construction, rental - licence issues, legal - permits, monitoring,

housing, property matters, financing urban planning, zoning

management

Table 6. Establishment service process providers

Top management of the city group consists of Mayor and deputy mayor. They are
responsible for the management of the municipality, its general coordination, finances and
talk on behalf the municipal board. Mitra is a group company, which is responsible for
construction and real estate services, and also marketing and “selling” the city to external
parties. Mitra is a key part of the business establishment process, as companies always
need appropriate business premises to operate and Mitra is responsible for offering. Most
of the companies limited to this study, medium or large enterprises, wish to rent business
premises. In such cases Mitra either constructs required premises, rents one or look for
private premises together with Kehy and Kake. Kehy offers supporting advisory services for
companies. These services included consulting on several matters such as financing,
working conditions, as well as juridical issues. Kehy also does market the City of Imatra for
potential companies, through their invest in- website, phonecalls, divisible materials, fairs
and collaboration with other cities. Mitra and Kehy do very close collaboration in marketing
the city of Imatra, and also in processes related to companies. Kake is a separate company
from the group and is responsible for urban development and technical services. Kake
coordinates tasks such as environmental monitoring, land use planning and zoning. As of
the most important task related to business establishment process, is zoning, which is the
process of diving land in a municipality. Zoning specifies outright and conditional uses of
land and determines where the construction of business premises is allowed. The process
of zoning can be time-consuming at times, and companies might require their business
premises in a speedy timetable. That is why, the role of Kake is crucial for efficient business

placement. The city management and the CEOs of Mitra and Kehy are all part of the group
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executive committee. The group executive committee gathers together quite frequently to
discuss important matters, which creates the readiness for swift and effortless
communication. In addition to that, all these participants of the business establishment

service process are located under the “same roof”, which makes the communication easier.

The business establishment service process begins with customer contact. The current
business establishment process is illustrated in the figure 14. Company as a customer
contacts the City of Imatra through website, email or phone call, and expresses their interest
towards the city as a possible location for their business. These contacts might be directly
about establishing business or generally inquiring about the City and possible opportunities
there. Contacting is often directed to the Mayor or deputy Mayor, but also the CEOs of the
group companies: Mitra and Kehy. Kake is also sometimes contacted and inquired about
certain information. Sometimes other actors of the city are contacted as well, such as city
lawyer or geodesist. The choice of contact method and person depends on the company

and the person responsible reaching the City of Imatra.

Following the contacting, the needs and requirements of the customer are investigated. The
customer is listened and sometimes directed to another person within the establishment
process. An internal examination of the requirements is done next: permissions, prices,
zoning etc. The customer is then contacted again or directed to contact people who are
responsible for some crucial steps of the process. A person or multiple people from the City
of Imatra contact the customer regarding meeting scheduling, guidance or offer. The service
process consists several contacts between the customer and the City, which can be
burdensome for the customer. Depending on the needs of the customer the different group
companies are involved mostly in the process. Mitra as a constructor and premises provider
plays the biggest role, but Kehy is also in close collaboration with them, as many companies
require enterprise counseling in several matters. Kake and its zoning processes is also
necessary through the importance of urban planning. These group Companies investigate
and report to each other about the process and the things concerning it. Issues and
requirements Group companies solve include lot offering for business premises,
permissions related to environment, construction etc., zoning opportunities, price
calculation for rents, construction and investment, as well as training and workforce
availability. These matters are discussed within the group executive committee meeting, as
well as personally between the actors. Currently the City does not have proper tracking
system for the progression of establishment processes. Each actor in the process do their

own documentation, but integrated monitoring is missing.



51

Physical elements
Phonecall, Physical

City websites i )
email meetings

Customer actions

~

Gives

Contacts

Customsr additicnal Contract Customer
onta several - N
E =i i i negotiat lzcated in

the e information Sctars in the = =
iy about nesds the city

process

Line of interaction
Onstage

Customer is
asked to
contact
different
departments

Contacted Directs the Customer
person asks customer is offered
basic o business
information samsone services
in the
Line of visibility process

Informing
the
customer

about
Drigression

Backstage

Group's Construction
internzl

dizcussions

Internal
processes
the needs
require

Business
and premises
investization

Zoning

Line of interaction

Each department has their own information
systems where they store information related to
the process

Support processes

Figure 14. Establishment service process blueprint

The current business establishment process is quite efficient and straightforward in cases
where the locating business seeks solely for a business premises and enterprise
counseling. In such cases Mitra is managing the process and offering most of the required
services, while Kehy is supporting the process by giving needed counseling to the customer.
The establishment process becomes more complicated when suitable business premises
are not available and there is a need for zoning. Zoning process is often lengthy, and it can

prolong the establishment service process.

Apart from the core actors of the establishment process, the customer ought to contact
actors as well. Depending on the situation and requirements, the customer might need to
discuss with the city geodesist, water and electric service providers and possible other
public officials. This also lengthens the establishment process and introduces additional

tasks for the customer company.
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City of Imatra is currently not managing the establishment services process as a process,
but rather as a collection of isolated activities. Even though the service process is quite
efficient most of the times, the city desires to bring it even further. The goal is to create a
proactive and efficient service process which offers superior value to the customer and

increases the readiness of the city to welcome new companies to its territory.

3.4.2 Understanding customer needs through QFD analysis

Customer-driven service process improvement implies that the process is made to match
to the needs of customers. A survey inquiry was sent to two customer companies of the
City of Imatra. There have been only few companies who have gone recently through the
establishment service process and thus, it explains the small sample size. The bigger of the
two customer companies successfully located now in the city, is also seen the best example
regarding the process. That is because the company is very large enterprise, the
establishment process followed the standard procedures and the desire to locate similar
companies to the city is pursued. Only the bigger enterprise, company X in this study, took

the survey and is acting as a main source of customer information.

The survey (see appendix) followed the likert -approach and asked the respondent to rate
each claim from 1 (totally disagree) to 5 (strongly agree). It also included four open
guestions. The claims related to the business establishment process and were in four
different categories: before the process, beginning of the process, during the process and
after the process. The open questions were more specific and asked the respondent to
specify the service process more deeply and express their overall opinion about the
establishment service process. In addition to the survey, few specifying questions were sent
to company X to expand the understanding related to some questions. The results will not

be discussed one by one but are integrated to the analysis of this chapter and further.

The data generated from the customer was used to perform a QFD analysis. QFD (Quality
Function Deployment) matrix was created to match the customer needs with the service
design. The relationship between customer needs and service design was identified, in
order to gain insight for the service process improvement. Survey was the main source of
information for customer needs, and the service designs were generated through other
empirical research methods, practices identified from the theory and researchers own
deductions. Discussion during the executive committee meeting was especially beneficial

for speculation of possible service designs to match customer needs.
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Considering the unique nature of selected service process and the public administrator as
a service provider, a modified QFD analysis approach was chosen. As the business
establishment service process differs from traditional profit-generating private services,
parts of the QFD matrix was left out of the analysis. The HOQ (house of quality) was
reduced to only focus on customer needs, design requirements and their relationship and
priority. Competitive evaluation, design goals and technicalities were left out of this analysis.
As the theory confirms, there is various levels of detail into which one can go using the QFD
house of quality diagram. Quite low level of detail was chosen to this study, considering the
factors pointed our earlier. The figure 15 illustrates the modified QFD matrix.
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Figure 15. Modified QFD matrix

Company X is a large enterprise that operates worldwide. The company established its
operations in Imatra in 2012 and the establishment process followed the standard path.
They were very satisfied with the process as a whole and did not report any clear
shortcoming. The business establishment service process started with contacting the mayor
of the city and proceeded the standard way, as is depicted in the service blueprint illustrated
earlier. The information regarding Imatra as a potential operating location was investigated
by the logistics department, and the same department also suggested contacting the City.

City of Imatra has been focusing on their websites as a main source of information and
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contact channel. In the case of company X, the website was not seen as necessary and

rather the contact was directed to the city leadership directly.

The company found it easy to find the needed contact information and the desired contact
person was easy to reach. They found the whole establishment process very clear and were
receiving supportive responses when needed. There were times when the company had to
wait for certain information for extended periods of time, where it was hard to track the
process progression. These situations were very minor and did not affect their overall

service experience too much.

The company X was also asked some additional specifying questions through an email.
The data from both the survey and the specifying questions were used to articulate
customer needs to the QFD analysis. The four major customer needs identified were:

e Easiness of contacting the right person
e The process is easy for the customer
¢ Contact person from the city handles most of the tasks

e The customer is being informed during the process

The customer highly appreciates process that is open and easy for them. They prefer not
having to do too much research and contacting several departments. Customers value the
ease in contacting the right person in the city, regarding the establishment. They also wish
that there would be only one contact person from the city, that is contacted back and forth.
It is not desired that the customer should call and visit different departments, such as city
planning, geodesist, water, electricity etc. The customer would prefer that the contact
person investigates the customer needs and handles most of these processes on behalf of
the customer. Constant informing from the contact person is also expected, as tracking the
process is necessary also. Customer has to know the progression of the process so that

they can manage their business efficiently and plan for the future.

Additionally, Company X also values the process being as short as possible and that the
contact person has authority within the city. These were clearly identified customer needs,
but a bit less prominent as the ones discussed before. Extended process causes customer
dissatisfaction and could even risk the whole establishment process. This issue has been

recognized in the city of Imatra as well, as was found during the interviews and focus group
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discussions. It is also appreciated by the customer that the contact person is high in rank
within the city. This was seen as a sign that the city appreciates the customer and their
willingness to locate to their area and takes their needs as a priority. Contact person who
has authority in the process, is also able to speed up the process by doing their own

decisions.

The service functions in the QFD analysis were generated through empirical data collection
methods and researchers own reasoning. Data collection methods were interviews and

focus group discussions. The service functions were:

e Clear division of tasks

e Selecting process owner

e Process tracking

¢ Defining the process

e Forwarding the customer to right person

¢ Communication between the actors within the establishment process

These service designs were selected with a customer-oriented mindset, to make the
process fast, easy for the customer and organized. Defining the process and diving the
tasks within it is crucial for process management. Every actor should know the tasks they
are responsible for. Following the process management approach, selecting process owner
was seen a crucial service design. Process owner is responsible for the process
performance and progression and coordinates it. Communication between the actors in the
process was also seen impactful, as it effects the service process a lot. Communication
helps speeding up the process and making it flow efficiently without unnecessary delays. It
is also beneficial as many of the tasks in the process happen simultaneously, and there is
need for coordination. Such coordination applies to another service design analyzed,
forwarding the customer to right person. Customers disliked contacting various departments
and researching by themselves what they ought to do. With proper coordination, the city
can proactively handle tasks previously customer responsible for and lessen their burden.
Process tracking was seen also an important service design, as it gives clearer picture
about the process and its progression. It diminishes process overlapping, which just slows
the process and makes it more burdensome. Doing certain tasks twice or thrice is just poor

usage of resources and shows lack of coordination.
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Conducting QFD analysis expanded the process improvement approach and gave direction
to improvement actions. The analysis of customer needs and service design factors and
their relationship was helpful in finding appropriate direction for process improvement. The
QFD analysis generated weights for the relationship between these two variables. These
weights are called absolute weight and relative weight and are shown in the bottom of the
QFD matrix. The weights are depicted in figure 16.

ClT{:I!P’Liuriry 176 216 ] 143 ] 209 209 ] 213
% |mportance 21| 26| 17 | 35 | 25 | 25

F‘|ri|::linJr rank 4 1 51 3] 3] 2

Figure 16. Service design priority ranks and weights

The input of this QFD analysis shows the priority numbers for each service design. The
results indicate that two service designs have the most impact on fulfilling the customer
needs:

1. Selecting process owner

2. Communication between the actors in the establishment service process

3.5 Identified challenges

The results of empirical research, service blueprinting and analyses conducted indicate that
the City of Imatra does not have clear, defined service process, which has an impact on the
studied establishment service process. There is no uniform way to perform the service

process and that affects the customer experience and causes uncertainty.

Service blueprinting points out the role of the customer and the internal process within the
city. Currently, the customer is obliged to do excess amount of research and tasks, and the
responsibilities are decentralized to several actors in the process. There is no clear division
of tasks or defined responsibilities, which causes ambiguity. The absence of process owner
is also seen as a problem, as it is a crucial part of process management. No one is
promoting the customer-oriented process management within the organization or

responsible for the process itself.
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Interviews and focus group discussions brought up the contradicting views within the city
organization. The personnel had various views regarding the service process. For some,
the service process seemed clear and logical, others found it ambiguous and confusing.
The common view was that there is no clear and defined process, and the role of the
customer is difficult. The customer is responsible for finding the correct person to contact,
which is often times not the most competent regarding the establishment process. This
results to the incapability of the contacted person to initiate the establishment process
efficiently. The customer is also obliged to contact various different departments for tasks
regarding the actual process and guidance.

There is also lack of process tracking, monitoring and quality measurement. Some actors
in the process have better understanding of the service progress than others, which is
inefficient. This slows down the process and causes overlapping activities. The customer
can also find the process progression confusing and irritating. Documentation is done
separately among the service process actors which was seen problematic and something
to be improved. The lack of monitoring and measuring service quality also indicates the
clear absence of process management in the organization. One of the key concepts of
customer-oriented process management is the measurement of customer needs,
expectations and experience. Improving processes whilst considering only internal process

efficiency and capability will not bring long-lasting competitive advantage.

Some actors within the city organization seemed very demotivated and did not really see
any reason to change the current business establishment process. This might cause some
change management issues, as people are often afraid of new tasks. The fact that that the
most crucial actors in the process are CEOs of companies can also become a challenge.
As the theory highlighted, service process improvement requires new procedures and the
projects ought to be managed with certain hierarchy (e.g. process owner). If the importance
of the process improvement is not understood well within the organization, conflict situations

may occur: “who are you to command me?”

The customer survey and analysis showed that regardless of the lack of process
management, the establishment service process is quite satisfactory. Similar perception
was created through the internal process research. However, satisfying the customer needs
does not mean that the service exceeded the customer expectations, which the literature
regards as key to strong competitiveness. The process could always be better. Weak points

found in the process ought to be improved, if the city wishes to pursue for competitive edge
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against other cities. Not only improving the customer experience will do this, but also

improving and managing internal processes.

The main weak points of the establishment service process identified are summarized as

follows:

1. Absence of customer -oriented process management. No defined process, division
of tasks and responsibilities or process owner.

2. Customers workload is too big. The customer has to research and contact various
actors during the process.

3. Customer ends up often to wrong contact person, who is not capable of initiating the
establishment process efficiently or at all.

4. Lack of proactive communication within the organization. This is emphasized in the
proactive capabilities of the City to locate a company, overlapping tasks, directing
right person to contact the customer and extended times to perform tasks, especially
zoning.

5. Lack of service process tracking, monitoring and quality measurement. The city has
currently no capability to improve service in a customer-oriented way, as they are
not listening to the customers. Tracking and documentation is done individually,
which causes ambiguity.

6. Possible lack of motivation and ambition to improve the service process. Some
people within the organization did not feel the need for such improvement efforts

and might directly or indirectly hinder the efforts.

The two major bottlenecks identified in the establishment service process are the absence
of process management and process owner, and the lack of proactive communication within
the organization. Solving these issues will already improve the service process significantly
and enable the city of Imatra to purse the road of continuous improvement. The city has
understood the need for proactive process improvement as their competitive edge in these
times of intense competition. Such will and pursue for increased competitiveness is the key

in establishing the environment of continuous improvement and customer-orientation.
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3.6 Service process improvement suggestions

This chapter will combine all the results and conclusions gained during the research and
propose an improvement service process model. New service process will be depicted in a
form of new service blueprint. Additionally, steps and tasks necessary to achieve this
process improvement plan are suggested. Mapping the current service process and

combining the service blueprint gave an insight for the areas of improvement.

Customer-oriented service process improvement emphasizes the role of the customer.
Before that, process owner must be selected and appointed to lead the establishment
service process. This is one of the most important steps, as the process owner plays a key
role in the process and is responsible for its success. Suggested process owner would be
the CEO of Mitra, who is the key actor in the current process. Mitra is responsible for proving
the construction and business premises for the company and has best overview of the
overall process. Mitra is also marketing the city and has close contacts with the other two
major actors of the process, Kehy and Kake. The CEO of Mitra would act as a primary
contact person for the customer and communication link between the city and the customer.
In cases of special circumstances, the process owner can assign a process manager to be
the contact person, and the CEO of Kake would be suitable for this role. Kake is proving
business services and counseling, and thus might need to keep contacting the customer

anyhow.

The suggested service process would start with the customer contact, see figure 17. The
information directing to the right contact person, mainly CEO of Mitra, should be clearly
expressed in the websites and other sources of information, such as marketing materials.
It is expected that customer will end up contacting other personnel of the city, like the Mayor
or geodesist. These people or anyone else receiving the customer contact, should direct
the customer to process owner, CEO of Mitra. Process owner will then investigate the
situation and needs, or even market the city if the customer is barely examining their options
of possible new business location. The process owner will then bring the issue to the
awareness of group executives, investigate the internal capabilities regarding the customer
needs and prioritize the activities. In a situation of multiple customers, the customers should
also be prioritized to some extent. Process owner can also appoint someone else,
preferably the CEO of Kehy, to act as main contact person between the customer and the

city, if needed.
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Importance of internal communication within the actors in the establishment service process
is extremely important. The process owner should ensure that the process is flowing in an
organized manner and keep proactive communication with other key actors. It is almost
important that the workload of the customer is minimized, by handling the processes
internally. Communication with the customer should be limited to as few as possible
different actors and would preferably be initiated by the city. The city should be the one
contacting and informing the customer, rather than having the customer to inquiring

information repeatedly.

Proactive internal communication and planning also helps solving one of the identified
issues: zoning. Zoning process was found to lengthen the establishment process. The
characteristics of zoning activities makes them time-consuming and less flexible. Process
owner can optimize the process related to zoning in two ways: emphasizing the importance
of the customer and inquiring about the progress of the zoning and engaging into proactive
communication with the CEO of Kake. Proactive communication here suggests that they
ought to discuss about the capabilities and readiness of the city to locate new companies.
There should be proactive investigation and planning for possible zoning possibilities. This
will speed up the establishment process, when proactive measures have already been

taking and zoning capabilities are clear.

Process owner is responsible for the documentation and tracking the process as well. The
correct approach to this ought to be considered carefully, to match the capabilities and
resources of the organization. Currently, the city is not undergoing many establishment
processes and there might not be a need for comprehensive customer relationship
management (CRM) system. Adopting such system might become necessary if the city is

receiving many customer companies inclined to locate to Imatra.
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The suggested service blueprint emphasizes lesser workload for the customer and the role

of process owner as coordinator of the process. The new process is more convenient for

the customer as well as the city organization. The process management approach also

ensures the division of tasks and responsibilities and enhances the service quality. The role

of process owner is an important one, but if taken seriously and executed properly, can

result into an efficient process outcome.

City of Imatra wishes to become more competitive and increase their state of readiness to

welcome new companies to their area. Proactive communication will help in achieving these

goals. The city management is communicating quite well, but the proactiveness should be

embedded to their approach. The capabilities should be well-known, as it helps planning

the future.
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In order to adopt new service process and comprehensive process management within the

city organization, some suggestions are given:

1. Selecting process owner. This person is responsible for coordinating the service
process and is responsible for its success. Process owner should be the main
contact person between the city and the customer. Suggested person for this role
is the CEO of Mitra. Customers highly value that the number of contact people is
only one. Process owner should also ensure that most of the tasks are handled
internally, so that the customer is not obliged to call several actors during the
process.

2. Adopting overall customer-oriented process management. This comprises the
whole organization and should have the support of the top management. The city
leadership should commit themselves to the approach and encourage other
employees. Process management should be implemented to other processes as
well, rather than managing tasks separately. Regarding the establishment service
process, the top management of the city, Mayor and deputy Mayor, ought to show
their enthusiastic and motivated attitude towards working with the companies
intending to locate in Imatra. When the establishment process has begun, they
could contact the customer company and show their appreciation and indicate that

answering to the needs of the company is of highest priority.

3. Contacted person should direct the customer to the right person, process
owner. This should be done as quick as possible. If the process owner is not able
to pick up the customer shortly, another key person of the process is the CEO of
Kehy. Everyone within the organizations should know this.

4. Proactive communication within the city organization. The group executives
and city management ought to communicate actively, not only regarding current
activities but also about future capabilities. Such proactive planning includes
zoning capabilities and service improvement approaches. Zoning was seen to be
slowing the process at times, which should be taken into consideration through
anticipatory measures. Production and business premises state, as well as zoning
capabilities should be planned and discussed frequently, in order to facilitate future

business establishment processes.
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5. Service process improvement approach should be customer-oriented.
Monitoring processes and clarifying customer needs, expectations and
experiences is crucial for service improvement. Currently, the city is not measuring
its service performance and that is something that should be adopted. Following
the principles of process management, the city can measure its services by
collecting customer information. There are many tools available helping with
customer need analysis and data collection.

6. Everyone within the organization should participate. The city management
and process owner should ensure that the sense of urgency is established related
to process management and the process at hand. It is not enough if only certain
people or departments are committed to become more customer-oriented and
improve the overall organizational process management. Change management
practices suggested are repetitive and consistent communication about the
improvement projects and verifying that everyone is on board. In this specific case
and the process of business establishment, the whole organization should be well
informed about the importance of the process for the competitiveness and long-
term vitality of the city. The employees within the organization ought to know the
new procedures, e.g. everyone should know who is the selected process owner,
and what to do in the case of customer contact. The support and ambition of top
management is crucial for the improvement efforts to succeed. The employees
would as such feel motivated and work towards more efficient and customer-

oriented service processes.

The success of process management and improvement efforts rely strongly on the
dedication and skills of the process coordination. As the city of Imatra has no previous

process management expertise, nor process owner, few additional suggestions are given.

¢ Finding and selecting suitable process coordination and planning tool

e Introducing IT communication platform

Firstly, process owner is responsible for the process and ought to coordinate it. Imatra
should consider broadening their IT system selection to fit the requirements of successful
process management. There are various tools available for process planning, tracking and
documentation. Utilizing such tools offers various ways to coordinate and analyze

processes. Also visualizing the process steps and using charts can help in outlining and



64

understanding the process. Secondly, as the proactive communication within the
organization was perceived as very important success factor, appropriate actions related to
that ought to be taken. The current communication in the city of Imatra is mostly done by
traditional means e.g. emails, calls, meeting. Imatra could take a look at the different
communication tools available. Many of these communication platforms offer great ways to
communicate real-time, exchange documents, edit shared files and plan events on a
calendar. The various opportunities if IT systems and platforms should be investigated,
chosen and implemented. Traditional ways of communication have higher risks of
miscommunication or losing opportunities, as an important mail can be lost in the inbox and
call can be easily missed. It is important to analyze the options carefully and pick the ones
that are suitable for the organization. A too complicated system or platform can be almost
impossible to implement into organizational procedures, if the skills and dedication are way

behind the complexity of the solution.
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4 DISCUSSION AND CONCLUSIONS

The aim of this study was to improve the establishment service process provided by the city
of Imatra. The chosen service improvement tool was service blueprinting, which was used
to map the service process and identify possible areas for improvement. Additionally, QFD
analysis was conducted to recognize customer needs and their relationship to certain
service designs. This chapter begin by responding to the research questions, followed by

evaluation of the results and suggestions for further research.

4.1 Answering to the research questions

The main goal of this study was answering the main research question and was answered
by the aid of the empirical case study. The two supporting questions were answered through
the theory.

Main research question of the study:

¢ How can the case organization improve its establishment service process?

Support research questions:

e Whatis the most appropriate way to approach service process improvement?

e How to meet customer needs with a service process?

Starting with the support questions, the first one of them inquired the appropriate ways
service processes can be improved. Answering this question started by discussing the
unique characteristics of services and their process nature. Features of services, such as
intangibility and human interaction was found to complicate the service improvement. It
makes it even harder when dealing with public services, as the one this study addresses.
Process management theory was found helpful answering the question. Understanding
service as a process and managing it through process management, makes the services
improvement seem way more achievable. Hammer (2002) presented six steps to efficiently
begin process management, which gave guidelines for service process improvement
approach. ldentifying the processes, measuring the performance and designating process

owner to establish improvement actions are part of those six steps that were found very
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useful. Service process improvement chapter gave more insights to the topic and service
blueprinting method was introduced. Change management was also covered, and it
highlighted the importance of acknowledging it and offered useful steps managing the
change. As improvement efforts focus on changing or modifying current procedures,
change is an inevitable consequence of such actions. Managing it properly is something
that should be focused. People should be motivated and made feel confident about the
improvement efforts and changes. The final comprised answer to the first supporting
guestion, could be comprised as: Service process improvement should be approached with
a process management mindset, whilst keeping in mind the special characteristic of

services and customer requirements.

The second support question was related to customer needs. How can the service process
meet the customer requirements? Answer to this was found in the last theory chapter, which
discusses customer needs and expectations. The customer expectations are divided into
different dimensions and each one of them should be taken into consideration. It was also
found out that the best way for a firm to perform beyond customer expectations is to focus
on improving their service process. Meeting customer needs and expectations require
customer information. Companies ought to choose their channels of communication to fit
their capabilities and service offering. Finally, QFD analysis was introduced to match the
customer needs with the service design. It shows the factors that the customer really values

and how should company improve their processes to meet those requirements.

The main research question, “How can the case organization improve their establishment
service process?” was answered in the empirical part of the study. Following the methods
and steps of empirical case study, compilation of service blueprint and conducting QFD
analysis resulted into clear answers to this question. As a result, new service blueprint
depicting improved service process and six suggestions to implement those improvements
were formulated. An additional guidance was given for the process coordination and
organizational communication: utilizing appropriate IT solutions can provide the city of
Imatra the conditions and tools to utilize process management to its full potential and
continue their path of process improvement. Short answer to the main research question
would be: The case organization can improve their establishment service process by
adapting customer-oriented process management, which is founded upon comprehensive

and proactive pursue to exceed the expectations of the customers.
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4.2 Evaluation of the results

The research can be considered successful, as the main goal of the study was reached and
answers to the research gquestions were found. A suggestion for new service process was

introduced. Practical steps were also proposed to help with the organizational change.

The empirical research was divided into two categories, one considering the internal
process and another focusing on the customer perspective. Understanding the internal
service process perspective of Imatra was very successful and the amount of data collected
was great. Interviews and focus group discussions were held with the key actors of the
establishment services process, which gave good insight regarding the process. Compiling
the service blueprint was not too easy, as the service process studied had such a unique
nature. The research on customer experiences and preferences was very limited. This is
because the number of recent customers of the establishment service process of Imatra is
very low, and out of those, only one company cooperative. Thus, the data regarding
customer perspective is limited. Fortunately, the company, which was part of the study,
gave very helpful information and was also regarded as the most successful customer of
the service process. Overall it could be said that the study is satisfying, and the results are

desirable and applicable.

4.3 Suggestions for further research

Helpful and practical topic for further research could be related to the usage of information
technology in similar business processes. It could be very useful for the city of Imatra, or
other municipalities to implement more information technology. Such technologies would
support the process management and help in documentation and customer data collection.
Another especially useful research topic for the city of Imatra would relate to marketing the
city and attracting more new companies to the area. Regarding the theory, an interesting
topic for further research is the role of process owner. A detailed description of the role and
tasks of process owner in the public organization setting would bring great insight for many

administrators.
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APPENDICES

Survey about business establishment process in the City
of Imatra

This survey is aimed at customers of Imatra's business establishment process. The goal is
to gather information on the customer experience of service.

Answer the following statements (1 = totally disagree; 5 = fully agree)
Before process

Totally Strangly
disagree DlsagreeMeutralAgree agree

O O O-
O
O
O
O
O

The clear and informative websile of the city plays an important role in the business
establishment process.

We found the necessary information about the establishment of the city of Imatra
The city's website is clear

The City's wabsite containg enough of information content

Contact details for a suitable contact person were easily found

The city's website should be the primary source of information on business services

CO0000
OCO0O000O0O
CO000
CO000

Answer the following statements (1 = totally disagree; 5 = fully agree)
Stan of the process

Strongly disagree Disagree Neutral Agree Sirongly agree
The right
contact parsan - - -
was easy o O O O O O
find
The contact
parson was '
oasy 0 O O O O O
choose

We appreciate

O O O O O

contact parson

We appreciale

naol having to

contact

geveral O O O O O
different

people during

thi process
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Answer the following statements (1 = totally disagree; 5 = fully agree)
During the process

Strongly disagree Disagree MNeutral Agree Strongly agree
The process of
establishment O O O O O
proceaded
clearly

We wera
always up to

date on the O O O O O

progress of
the process

!M} got Ihg
vocdeadung O O O O O

the process

Answer the following statements (1 = totally disagree; 5 = fully agree)
After the procass

Strongly disagrese Disagree Neutral Agree Sirongly agree

Imatra Gily's
establishment

process was O O O O O

in lime with our
expeciations

We felt that the
Ee“:n:?ed well O O O O O
on schedule

The process

was easy for O O O O O

us.



Sivu 2

Open guestions

What was your primary source of information regarding Imatra as a destination?

79

On what basis did you choose the contact person and the method of contact? Best way to contact?

What did you particularly like in the establishment process?

How would you improve the establishment process?




