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The objective of this study was to find out how LE&Rergy should start marketing its

energy audit services, what would be the optimadiqg policy for its services and ho

LUT Energy could manage customer expectations tsvauality of its auditing service

W

S.

In order to answer these questions, a quantitgtiveey questionnaire was sent by e-mail

to 56 companies from the regions of South Karetid lidiymenlaakso. The empirical dg
of the study was the answers and opinions of tmepemies, previous researches ab
energy efficiency and articles and presentatiormitithe current situation in the ener|
efficiency market.

The results of the study were that there is a gvetgntial for energy audit services

nd

also the legislation requires companies to impréwver energy efficiency. To start

marketing its services, LUT Energy should firstridlaits service concept and divide i
service offering into two offers. It should als@rily the marketing message it wants
send its customers and then do the marketing Wwehelp of three-way-model. The bé
pricing policy for the service would be that thécpris proportioned to the future saving
In order to ensure the quality of its services, LBilergy has to make sure that b
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st
JS.
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dimensions of the quality are managed properly tanthde out customer expectations

towards the quality the auditing work has to be itooad.
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Taman tyon tarkoituksena oli tutkia kuinka LUT Egian pitdisi alkaa markkinoimaa
energia-auditointi palvelujaan, mika olisi parasnuittelumenetelmd sen tarjoami
palveluille ja miten se voisi lunastaa asiakkaidewlotukset sen tarjoamis
auditointipalvelujen laadusta. Tyon empiirisen osaineistoa varten tehtii
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tutkimuskysymyksiin. Aineistoa kerattin myos eda$ta tutkimuksista, raporteista

esityksistad energiamarkkinoiden nykytilasta Suormess

Tulokseksi saatiin, etta energia-auditionti palidion huomattava kysynté ja tata tuk
my0s nykyinen energiatehokkuuteen kannustava lad&#@d. Aloittaaksee
markkinoimaan palvelujaan LUT Energian tulisi ensiaaritella palvelukonseptinsa se
markkinointiviestinsé ja jakaa tdman jalkeen palmsh kahteen osaan. Taman jalk
markkinointia  jatketaan  markkinoinnin  kolmivaihemral mukaisesti. Para
hinnoittelumenetelm& on suhteuttaa hinta tulevigiisg®jen mukaan. Taatakse
palveluidensa korkean laadun LUT Energian tuleé&&ihuolta laadun molemmis

ulottuvuuksista ja tarkkailla erityisesti auditotpbn laatua.
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1 INTRODUCTION

The efficient, economic and undisturbed operatibenergy systems is one of the
key questions for industry. Heath and electric gperre necessary commaodities
for all industrial plants. One central factor faneegy saving decisions is the
profitability of the actions. New technologies apdocess solutions intensify

operation and reduce energy usage at the same time.

Beside costs, there are also other things thalirdeed to energy production and
consuming. The most important of these are therenwiental effects. By saving
heat and electricity a company saves the need el fand this depresses the
amount of green house gases. The investment irggerefficiency is also an

investment into more comfortable environment.

Making the energy usage more efficient should bepaat of company’s

policymaking and should be continuously taken @toount in process planning,
purchase decisions and in environment permissiocharesm. Factors that have
recently added interest into energy efficiency ameong others the price of
energy; need to reduce green house gases and supranagement’s concern to
energy usage and energy costs. Also the appealdozen company image among

its interest groups drives companies to improve #reergy efficiency.
The improving of energy efficiency should be sesnaapart of all company

activities: quality, environment and other contsgktems. Saving energy is free

from competition and profitable business.

1.1 Research background

Nowadays, many energy consumers are dealing withsgue of how to reduce

their energy consuming. The price of electricalrgpdias increased significantly



during recent years. Another reason for reducing é#mergy usage is the
commitment of the European Union (EU) to the reuctof greenhouse

emissions in accordance with the Kyoto Protocokéiga 2008).

A way to reduce energy consumption and emissior® ignprove the energy
efficiency of electricity consumers. In industrzdd countries the industrial share
of energy consumption is significant. Major parirdustrial energy consumption
is caused by systems that convert electrical enitgymechanical energy using
an electric motor and an actuator. In the EU, tla@eaesponsible for 69 % of the
industrial electricity usage (Almeida et. al., 2D03ypical electrical energy
conversion applications are pump drives, blower famddrives, and compressor
drives. Together these represent approximately 76f %ll industrial electrical

drive systems (Almeida et al., 2003).

As the potential for energy savings is remarkahl@ew as well as in existing

pumping applications, applicable methods and prestiare needed to realize
them. Upon to this fact the industrial enterpridg#BAand Lappeenranta University
of Technology (LUT) have started a new kind of @@@tion: the Energy Audit

Project. The Project is funded by ABB and the darais two years, started in the
fall of 2008.

An energy audit is an analysis of energy consumptiba given process or a
system. The auditing process concentrates on findmefficiently operating
appliances with rotating electrical machinery, sashpump drives. The LUT’s
procedure for energy auditing is developed so tin&t university’'s expert
knowledge at the field of energy efficiency canutized at the industrial sector.

The Energy Audit Project is a good example of tleeoperation between
university and industry. From the university’s poof view the purpose of the
Energy Audit Project is to learn more about enexggliting, get to use the energy
efficiency knowledge in practice, and to use thergy auditing procedure as a

teaching aid for the students. Energy auditing g@so a possibility to utilize the



academic know-how in practice, and at the sameoiiges benefit to the client.
From the client’s point of view the energy audisigposed to produce financial
benefit, but also to help the client to advance atgions to more pro-

environmental direction.

1.1.1 Current energy efficiency market situation

During the years 1998-2004 there have been over 2i#lion Euros energy

efficiency investments in Finnish industry. Thesgestments are comprised of
about 900 different actions, mainly in the forexdustry, but also in many other
energy intensive industries, such as metal and tgnindustry. The magnitude
of the implemented investments has been about 4BomiEuros per year.

Because all the realization possibilities have be#n realized yet, it is estimated
that there still is a one hundred million Euros kearper year for energy

efficiency investments. (Vanhanen et. al. 2006, 42)

According to Vanhanen et al. (2006, 42) the priterergy is the most important
factor that affects to energy efficiency investnsenthe price will rise in the
future, mainly due to the diminishing resourcesfadsil fuels (oil, gas) and
limiting costs of the carbon dioxide and other gilemuse gases emissions. Other

factors that have an effect on the energy effigtenarket are:

* Reducing of industries’ energy intensity

» Directions of the authorities

* Demands from the customers and other interest group
* Demand for better profit form the owners

* Improving the production and material efficiency

Industries’ energy efficiency market can be divideddifferent ways, such as:
geographically, by the source of energy, by martufaty or sub-process, by the
energy intensive or into reinvestments and ratiaaibn investments. A common

target for energy efficiency investment in the Fshnmarket can be found from



the process solutions like improving the efficierafya pump. (Vanhanen et. al.
2006, 43-44)

1.1.2 Legislation concerning energy efficiency markets

The energy efficiency of individual companies imlahd has been improved
since the late-1990s by voluntary energy efficieagyeements. These are based
on a framework agreement between Finnish industy the State to which
individual companies have been encouraged to sblescEnergy efficiency
agreements today account for most of Finland’s ggnearoduction, transfer,
distribution and industrial end use. The third mdunf energy efficiency
agreements between Finnish industry and the Stagsesigned in December 2007.
The previous round was signed in 1997. The newdautl be valid from 2 008

to 2016. (The Confederation of Finnish Industri&s E009)

Implementation of the energy efficiency agreemevilisplay a central role in the
national implementation of the EU Energy Servicese®ive. This directive
applies to companies that are not part of the eomssrading scheme. The goal is
to make their energy consumption more efficientpercent by 2016. Since
companies and communities subscribing to energgearwation agreements fulfill
their commitments through these agreements, na atbehanisms are needed to

monitor their operations. (The Confederation ofritsh Industries EK, 2009)

Companies subscribing to the agreements undertakarty out energy audits or
analyses in their own properties and productiomtglato draw up an energy
conservation plan and to implement cost-effectiomservation measures. In
addition, subscribing companies undertake to moniemergy efficiency

continuously and to introduce energy-efficient teabgies wherever possible.
(The Confederation of Finnish Industries EK, 2009)

The large Finnish industrial energy consumers asidraficant number of smaller

ones have participated in energy conservation \atdady for a long time. This



focus on energy efficiency is now being systemé#ticatroduced among a larger
group of companies and new sectors, including Irét@ile and accommodation
and restaurant services. The goal is that as muchindustry’s energy
consumption as possible would be included in eneffigiency agreements. (The
Confederation of Finnish Industries EK, 2009)

1.1.3 Market for energy efficiency services in Finland

The market in Finland for energy efficiency teclogis and services is growing
in the future because of the European Union’s gnkgislations and demands.
EU already instructs companies to improve theirgneisage by tax-guidance,
environment permission procedures and voluntarior&t Thus, if a company

wants to be a key-actor of its industry segmeritag to indicate that it acts in
energy efficiency way. To indicate this requiresasw@ement. Surveying energy
efficiency is crucial for a company in order to Bleacontinuous improving of its

actions. (Vanhanen et. al. 2006, 40-42)

Beside companies, Finnish government has also tewesto long-spawn energy
efficiency. Because of this there is a vast homeketafor energy efficiency
technologies and services. Nowadays energy effigigmprovements are an
important part of companies’ strategy and a stahdeay to act responsible.
Companies have promised energy efficiency to a hagik and direct money to
research and development because of the compeésgebetween companies and
the increasing energy price. Also the governmeleigslation and other norms
and regulations drive companies to improve theargy efficiency. (Vanhanen et.
al. 2006, 40-42)

Energy efficiency is a part of production efficignevhich is a vital fragment of
company’s competitiveness. When a company impragesnergy efficiency, it
also polishes its environmental friendly image niterests groups. Indicating to



customers and authorities that a company acts enargy efficient way is a key

position for a company in the future. (Vanhanerakt2006, 40-42)

1.1.4 Companies at the Finnish market

There are a number of companies at the Finnish ehano offer different kind
of energy auditing services. The complete listtifse companies can be found
from the Appendix 1. Some companies have the ergudit services as a part of
their service offering while some companies arai$ec on to offer only energy
audit services. There is also a vide differentratvhat kind of services companies
offer. Large companies offer all kind of servicesnfi energy surveys to energy
analysis of the process industry while smaller canigs have focused into one or

two services offered.

The companies at the market differ from each ollyesize, number of employees
and location but also whether a company’s energit @ervice is authorized by
Motiva or not. Principal rule is that big companieend to have Motiva’'s

authorized system and the small ones do not.

Motiva Oy is responsible for the management of gnewdits supported by the
Ministry of Employment and the Economy, and itsk&agclude the promotion
and monitoring of energy auditing activities, tmairing of auditing personnel,
and the quality control of auditing measures. Epesgrveys administered by
Motiva clarify the total energy usage, what is phaential to save energy and
sustainable ways to do the savings. It aims tordiea primary and secondary
process flows and all the potential energy efficieraving possibilities. (Motiva
Oy_A, 2009)



1.2 Objectives and limitations of the thesis

The case institution LUT Energy and ABB are integdgo know how they could
get more customers to their energy audit serviddss study focuses on
examining the best way to start marketing energiteng services and finding
out what is the best price or pricing policy foistkind of service. In addition the
study tries to find out how customer expectatiomsards professional services

can be managed.

In order to answer to these questions, a quanttatirvey questionnaire was sent
by e-mail to target companies to collect data. Wt help of companies’
opinions and the theory chapters the three reseprestions, seen in the table 1,

are answered.

Table 1. Research questions and objectives

Research questions Objectives

1. What is the best way for LUT Energy to starTo provide ways to market LUT Energy’s

marketing its auditing services? auditing services, to clarify the service concept
and the service message. Suggestions for
marketing actions.

2. What is the optimal prize or pricing policy To find out how the pricing of LUT Energy’s
for the case company’s service? service could be done.

3. How to manage customer expectations To discover customers’ expectations towards

towards quality of LUT Energy auditing service quality and examine how LUT Energy

services? can be seen as a reckoned and professional
option to provide high quality auditing services.

The first question considers the best possible twagtart marketing the LUT
Energy’s auditing services. It aims to clarify ttesse company’s service concept
and what kind of message it should point out in ntarketing. Also some

suggestions for marketing actions are being made. Second question tries to



find out how the pricing of the case company’s g@w could be done. The third
question looks for ways to manage customer expentatowards the quality of

LUT Energy services.

The literature and theory used in this thesislmsted to service marketing, quality
of services, pricing of services and to customereetations towards services.
Because a lot of information exists about thesgestdy only the issues that
concern the empirical part are noticed. The tecinpart of the energy audit
service offered by the case company, such as tlcalatons and theory about
accomplishing an energy audit, are left out froegtudy.

At first the idea was to send an e-mail to the canigs located less than two
hundred kilometers from Lappeenranta. But becabseatmnount of companies
rose so high, some restrictions had to be madgetaompanies were afterwards
selected from a bounded geographic area and adsantount of employees and
the business area were criteria for the delimitatdd the companies. Selected
business areas where those, that have some kimtdas$trial production. The
fields of business that were selected were papdrciemistry, food industry
(bakeries) small industrial companies and municipatitutions, such as water
purification plants. In the end 56 companies weedected for the survey

questionnaire.

1.3 Structure of the thesis

In order to make the study as accurate as posaildareful documentation is
needed. This enables the reader to evaluate assasipirom his/her own
perspective and decide whether they find them Iskeitar not. (Hirsijarvi et al.
1997, 217-218) In order to achieve this, the assiam® and argumentations are
clearly presented. The thesis consists of eighnhnchapters the order and the

structure seen in the table 2 with inputs and dstfrom every chapter.



Table 2. Structure of the thesis

Input Chapter Output
Research background Chapter 1 Research questions and
Motives Introduction objectives
Delimitations
Theory about services Chapter 2 Nature of services

Theoretical framework of
marketing services
Theory about pricing of

professional services

Theoretical framework of

creating a marketing plan

Theoretical framework of

Marketing of professional

services

Chapter 3
Creating a marketing plan for

services

Chapter 4

services’ quality and customerQuality and customer

expectations towards services expectations

Research method

Source of data

Information about the

company

Results of the survey

questionnaire

Results of the thesis

Chapter 5
Methodology

Chapter 6
Case LUT Energy and ABB

Chapter 7

Results and analyses

Chapter 8
Conclusions and

recommendations

Service concept
Pricing strategy
Choosing the right price

Price and the service quality

Understanding the theoretical

framework

Experienced service quality
Managing quality
Managing expectations

towards services

Survey questionnaire
Criteria for evaluating the

study

Service offered by LUT
Energy

Analyses of the results

Conclusions
Marketing actions
Evaluation of the study

Further research needs
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The first chapter introduces the background andivestof the thesis, meaning
what were the reasons from the company’s pointi@i/\to carry out this study.
Background chapter also presents the current madgaslation and competitor
situation of the energy audit services. Second,thinee research questions are
presented and explained, followed by the main adivjes and delimitations of this

study. After the introduction chapter come the ¢hifeeory chapters.

Chapter two, marketing of professional serviceshésfirst theory chapter and it
tries to clarify what is a service and how servicas be differentiated. The main
points of this chapter are the professional sesyit®w they are different from
normal services and what the clarification for thesn This chapter also
concentrates to the service concept, why it is mamb to define and to
productization and how it helps to market serviaed it introduces a three-way-
model and an ABC customer selection to the reddes. chapter also aims to find
out what the pricing strategy for services is, ltowhoose the right price and how
the price may affect to service quality. Chaptae¢hclarifies how a marketing
plan for services can be created and what kingéfice®e communication methods
can be used for marketing of services. Chapter, finar third theoretical chapter
presents how the quality of the service is expesdrand how the quality can be
managed. Purpose is to find out how the case coyngauld improve its services

guality from the customers’ point of view.

Fifth chapter presents the methodology of the studyntroduces the method
used, survey guestionnaire to the reader and esploow these kinds of surveys
should be done correctly. This chapter also presiat theoretical foundation for
the thesis, which aims to help to answer to theareh questions and the criteria
for evaluating the study. The source and seleatiodata is also introduced, as

well as how the questionnaire was conducted intjgeac

The chapter six presents LUT Energy and ABB. Irtstavith the company
introduction and then comes the introduction of skeevice offered by the case

company. In the chapter seven the results of theeguquestionnaire with the
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help of bar graphs and analyses of the resultpraisented. The chapter eight, last
chapter, presents the conclusions of the researestiqns for the case company,

the evaluation of the study and possible furthseaech needs.
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2 MARKETING OF PROFESSIONAL SERVICES

According to Groonroos (2000, 78) a service is ciacafed phenomenon. This
concept has many meanings from personal servicssriaces as a product. Any
appliance or almost any product can be a servitkeifseller tries to adapt the
solution according to customer’s distinctive neetlsis makes the concept of

service wide.

There are as many definitions for service in theketang literature as there are

the types of services. Following definition triesclarify the idea of a service.

“A service is any act or performance that one pa#gg offer to another that is
essentially intangible and does not result in thenership of anything. Its
production may or may not be tied to a physicatdpm.” (Kotler & Keller 20086,
402)

2.1 Taxonomy of services

According to Barry & Terry (2008, 234) services dam divided into two sub-
categories: consumer services and business-todass{iB2B) services, as can be
seen in the figure 1. Consumer services are deliveés individuals or group of
individuals whereas B2B services are delivered tgawizations. Consumer
services include services as banking, insurancenaatih care. B2B services can
further be divided into two subcategories: profeisal services and industrial
services. Professional services are for servicespaeoies and contain
management consulting, investment banking and ingteindustrial services are
delivered mainly to manufacturing firms and areididd into pre-purchased
industrial services (e.g. engineering), industsalvices delivered at purchase
(such as training of staff) and after-sales indalsservices, for example technical
maintenance.
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Because of the amount of different levels of s&wviddemanded by various
customer segments, marketers can no longer dewefggmeric customer service
package that will be appropriate or provide a &attsry level of services to all
the market segments served. This means that im toyd#btain and or maintain a
relative competitive advantage in the marketplaugue service packages have to
be developed. (Boyt & Harvey 1997, 292)

Delivered to

individuals or
groups of
individuals

Delivered to
organizations

B2B
Services

Consumer
Services

Delivered to
service
companies

Delivered by
manufacturing
companies

[ Jomesee-
1 e.g., banking,

1

! insurance, health

jooomommmmmm At T
1 e.g., management consulting,

' investment banking, catering

After-Sales
Industrial
Services

Industrial Services
Delivered at
Purchase

Pre-Purchased
Industrial Services

P s T
H ] TCTOoa e.g., training of
! e.g., engineering 1

................ ' E operations staff

Figure 1. Taxonomy of services. (Barry & Terry 208, 234)

2.2 Professional services

The professional services are facing a changingkebhaenvironment, with
increased competition and more technically savignts, and, as a consequence,
competition has evolved to incorporate processardome quality, rather than
simply technical quality. (Reid 2008, 374)
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Professional services are often the most diffiseltivices to define and the most
immaterial ones; plans, ideas and advices. Praieskiservices are work
performances, which remain often something concmeitcome. Professional
services can be seen as tasks that someone els®tcdn by himself but need
someone else’s help. Usually an expert is needesbolee client’'s current or
futuristic problem. The expert has to help thentlieo choose for him a good
solution in the long run and to protect with his/lexpertness from potential
problems in the future. The co-operation betweenetkpert and the client begins
with analyzing the present state and what neelis ttone to reach the targets.
(Sipila 1992, 17-20)

Distinguishing the professional services from otlservices can be difficult.
However, Gummesson (1981, 106) writes that therg nod be one commonly
accepted definition. But he finds three criteridnietn help to find out if a certain

service is professional service or not. Theseraite:

» Expert service provider is a person, who has aqodat competence to
advise and concentrate on solving problems

» Experts usually have a common identity, which reengs their field of
know-how. Experts are adjusted by the traditionks and ethics of their
special field

* Experts provide the service only by the order ofliant and expert’s
participation is confined to the limits of the @agsnent

A typical characteristic of professional servicegjich includes, for example,
management and technical consulting, is that theicgs are innovated and
delivered in ongoing close cooperation with themi Knowledge intensiveness
is another distinguishing characteristic of proifesal services, where knowledge

has a role both as a resource and as a servicéosdidnts (Smedlund 2008, 865)

In professional services, as in most services inegd, the reason of the

highlighted role of the client is related to thectfahat the client provides
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significant inputs into the production process, mgkhe success of the service
heavily reliant on client input. In most cases wifpssional services, innovation is
carried out during the delivery of the service eatthan in-house before the

commercialization phase. (Sampson & Froehle 2088;383)

The role of the relationship with a client is siggant in the everyday operations
of the professional service firm, regardless of thbethe service delivered is one
that has been recently discovered or is well eistadd. Decision making process
in professional services involves both parties #ray try to reach a mutually
agreeable solution to customer’s problems. Thereatd the relationship can
range from a weak to a strong, internalized onerttey require physical presence
of the professional service firm’s personnel in tperations of the client. The
quality and strength of a relationship is pronowuhcehen the relationship is
utilized actively, that is, not only as an item anreference list to potential
customers, but in ways where the reference custanactively involved in the
marketing process. A good reference relationshgugh that that the supplier is
enable to communicate the value of that relatignghithe potential customer in a
way which the potential customer can evaluate. fRafees are especially
important if the supplier is relatively unknown the market. In this kind of
situation potential customers may request an opgpection possibility of at least
one or two well operating reference installatiofise utilization of references has
an important role in winning potential new custosm@nd breaking ongoing
competing supplier relationships. (Laing & Lian 800L19-120; Salminen &
Moller 2006, 14-15)

Professional services are thought to require elggertomprise credence qualities,
be heterogeneous, or be critical, recommendations@sidered important. It is
certainly understandable that subjects would beenraiined to go to the trouble
of obtaining a recommendation when the resultsvdedd are thought to depend
on the expertise of the service provider, or artefgloto be such as can be judged

even after the service is performed. (Thakor & Ku2@00, 73)
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Marketing of services involves two separate sulstaskhich are traditional

marketing and interactive marketing. These two daske linked together as

shown in the figure 2. These subtasks tie up witghdoncepts company profile

and the needs of market. (Groonroos 1982, 41)

The needs on the market are the basis of markeSiexyice concept, the core of
company’s service offer, is arisen from the nedds the company sees it can

fulfill. Service offers are directed to solve thestomer’s problems. The profile of

the company enables the whole marketing actiorthdfe is no known and

generally accepted profile, customers may not exerinterested in purchasing

any services. (Gréonroos 1982, 41-42)

Company Profile

Service Concept

E Core Service
_— /\

Accessory Support
Services Services

o

£

o

=

o

Customer Participation

Interactions

Advertising

Personal Selling

Needs on the Market

Figure 2. Marketing model for services. (Grodnroo4982, 42)
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In the figure 2 the middle field stands for intdrae marketing processes, which
is also the critical part of the model. The objeetof the interactive marketing
function is to manage the resources involved inkiger-seller interactions and
the actions here form the service offers to thearners. Outside the interactive
model are the processes, which belong to traditioraaketing tasks. (Groonroos
1980, 7; Grobnroos 1982, 42)

If a service company wants its interactive marlgtmbe successful and managed
in a market-oriented way, there must be a cleaception of the needs or wants
of the target groups of consumers. The buyer-selteractions and the resources
involved can not be developed without a custom@mnted statement of the
company’s service concepts or service ideas. Tmepaay has to know what
kinds of needs it could attempt to satisfy, th@uoeses can be planned and used in

a customer-oriented manner. (Gréonroos 1980, 9)

2.3.1 Service concept

Service concept expresses the idea what needsothpaay tries to fulfill, to
which customer groups, with which resources anghich way. Service concept
is an abstract notion, which has to be concretineal clear offer, that customers
can buy and in the consumption process to witnegb estimate. A certain
services offer has to be made, which defines haas#ivice is as a product. Here
it is important to remember how quality is expecet. Both the technical and

practical quality has to be taken into account.

In the figure 2 the first phase is the inner tri@an@omponents of the basic service

offer are:

1. Core service
2. Accessory services
3. Support services
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Core service is the reason for a company to be orarket. Accessory services
are needed so that the customer is able to useseorees. Without one or more
accessories the core service is not possible. $uppuovices are added to basic
service offer to make it more tempting from thetooser’'s point of view and can
make the service outstanding in comparison withstirgices of competitors. The
service should also be made accessible to thettewgtomers in an attractive and
convenient manner, so that they will be satisfieththe way in which they can
both buy and consume the service. All these compsnegether form the basic
service offer — what the customer gets. (Gro6nd®890, 12, 14; Groénroos 1982,
44)

After forming the basic service offer company hagiteate the extended service
offer, how the customer feels the interactions lketwthe buyer and service
provider. The inner circle in the figure 2 lightg bow basic service offer can be
advanced into extended service offer. In this pgedhere are three events, which

have to be considered:

1. Attainability of the service
2. Interactions

3. Customer participation

A single customer has to be informed actively ow e can handle the future
situations that come on his way. (Gré6nroos 19&24@) If the whole service
offer is working in the way the customer wantstite interactive marketing
triangle is in control and the experienced oveyaklity good. (Groénroos 1982,
46)

2.3.2 Productization of the service

The productization of the professional service barseen as developing of work
methods and processes and creating of structurascase oriented way. Before

productization the service provider has to claiify own customer strategy.
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Productization improves the efficiency in many way improves the

performance of the development work by giving iearl goals and gives
possibilities to make the work distribution mordiaént. The quality of the

service improves too. The operation is systemiseel planning of the operations
are specified and the customer expectations @drifiSipila 1995, 16-17)

Customers recognize the productized services nuparantly and it is easier for
them to familiarize and to compare to other seraiffers. Also the pricing of the

service is more effortless. What come to marketingroductized service can be
easily presented to the customers through diffemearketing channels than hazy
service and gives more marketing possibilitiestfa service. (Sipila 1995, 18-
20)

2.3.3 Three-way model and continuous marketing

It is a common mistake to suppose that marketingest/ices ends when the
purchasing has been generated. Things that hagpentlee purchase are more
important and affect to customer’s opinion on sggvin the table 3 is the three-
way model, which is based on the customer relatipnbfespan. According to
this model services marketing is continuous actutich involves three separate
phases and the marketing target and steps areethiffin every phase. Model also
indicates that analyzing of the customers’ needniske in every stage. Three-
way model is a useful base for long-term competistrategy. (Gré6nroos 1982,
47)
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Table 3. Three-way model and long-term competitiostrategy.

Phase Marketing goal Marketing action Need analysis
Early stage To awake interest Traditional marketing Potential analysis of
towards the companytriangle marketing segments

and its service offer

Buying process To generate the firstraditional marketing, Specifying the needs
sale supplemented with during the buying

interactive marketing process

Consuming process To create re-sale ahuteractive marketing Observing the quality
long-term  customer operation and the analysis of
relationships new needs during the

consuming process

At the early stage the company tries to raise @steamong its customers with the
help of advertising in media, PR and personal reglliefforts. External
communication between the potential customers dmad Service provider is
crucial. All the marketing efforts at this stagddmgy to the traditional marketing
triangle. Normal marketing studies are used toifglahe potential segments.
(Gréonroos 1982, 47)

When the potential customer has been interestedeirservice provider’s offer,
marketing efforts are directed to the personal seddhe customer. Here begins
the next stage, buying process, where the genaterlest should be turned into
sales. Service provider arranges meetings, whiols & clear the customer needs,
the budget and finally the actual sale. A lot ipateded on whether the seller
recognizes the customer’s needs or not. The magstrtant marketing effort here
is the personal selling, which belongs to tradaiomarketing and can be further
support by interactive marketing actions. During buying process the needs of
the customer are specified. (Groonroos 1980, 160@00s 1982, 48-49)
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To complete the buying process successfully, semrovider has to create long-
term customer relationships, which happens atakedtage, consuming process.
The interactive marketing function is responsildeduccess or failure. Marketing

action is directed to interactive marketing in aorde gain re-sales. Satisfied

customer may use the service again. The need aatythis stage is divided into

observing the service quality and detecting neWl, rstlden, needs. (Grodnroos

1980, 16; Gréonroos 1982, 49)

2.3.4 The process of marketing services

There are two different sides in the marketing wdfg@ssional services: keeping
the current customers and gaining new ones as eagmebn in the figure 3.
Maintaining the customer relationships is usualgdd on trust formed from the
earlier assignments. However, gaining new relalipss is based on
recommendations and the conspicuousness of theeesgmovider. When a need
is recognized by the client, he/she probably waket contact to the company,
which he/she knows already. (Sipila 1992, 39)

Current customers .
Recommendations

New customers

Inner marketing

Customer relations
rd

Engquiries

Project co-work

Inner marketing

Professional services

Professional service provider's
marketing strategy

Figure 3. The process of marketing professional seices. (Sipila 1992, 40)
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Professional services are usually carried out agy@asents or projects. These
projects can vary from ten minute’s meeting to ylarg projects and can be
performed by one or thousands of people. Marketingthese kinds of
assignments is very comprehensive. Marketing iaragd all actions and happens
through the well done work. During the on-goingjeob the service provider has
to ensure that the customer will rely on the sanoeiger when he needs the same
kind of services. The inner marketing during theoperation is vital for the
succeeding. Both the service provider and the tli@ve to guide their own
personnel to act as the marketing strategy dir€gipila 1992, 40-41)

Sipila (1992, 42, 238-239) states that the primaay to get new customers is
through the contacts from earlier customers, refse and selling by
recommendations. A well-done job is a reference fanaer clients can be used
in the marketing work. They can be interviewed heit own information
newsletters and be asked to tell about the implésdgorojects. Conspicuousness
Is important for the service providers who want nawgtomers. It can be added
but it is often a sum of many factors. Most suiablays to increase

COﬂSpiCUOUSﬂGSS are:

» Earlier tasks
e Committing to tasks that break the news threshold
* Doing work for those who have a vide relationshgpwork

« Newsletters, articles, books

2.3.5 ABC customer selection

The selecting of customers can be done accordititettable 4 shown below after
selecting the criteria for every group. Then theugss are divided according to
these criteria. (Sipila 1998, 25)
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Table 4. ABC customer selection.

_______________________________________________________________________________________________________________|]
Customer groups Criteria Customers in the group

A group Strategically important
Solvent
Constant demand

B group Solvent
At times projects

C group Time-to-time buyers

X group Profitless

Dividing the customers into different groups heths service provider in the
customer service tasks in practice and saves fiime.marketing of professional

services has to be very ambitious and goal-orierf&gila 1998, 26)

After the selection of customers it is time to ¢eemarketing plans for each of the
groups individually. The essential marketing meassrso well done work that
the customer is willing to use the service agairthie future and a reference is
done for possible usage in the future marketing gbal is that customers act as
sellers and gain new customers. (Sipila 1998, 97-29

The marketing of professional services is relatgmsnarketing. The reference
network of customers and good relationships aral.vih a selling event it is
difficult for a service provider to proclaim himselk an expert. That is why cross-
selling is more efficient and plausible than direelling. (Sipila 1998, 29-30)

The productization of the service helps gaining restomer relationships and
clear pricing system supports the company’s trutiuage. In a continuous
customer relationship the good project managemmhtize ideas presented to the
customer initiatively are stressed. The common pfeqnand development work
with the customer is the most effective marketingsabest. (Sipila 1998, 30)
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2.4 Pricing of professional services

The pricing of services has two major challenge®ating to Docters (2004, 23):

* The intangible nature of services, which means @mgs face a more
variable set of customer demands
* The high likelihood of the services being irrepkigle, with the cost of

failure going beyond the price of service

Price has an influence on the customer’s opiniah@fvalue of the service. It also
affects to customer’s choice between different isessand is usually the only
concrete thing, which the customer can estimaterbgburchasing the service.
The right price is important in services becausetldir intangibility. The
invisibility of services makes that which is vigbleven more important to
customer’s purchasing decisions. Price is a visibticator of a service’s level
and quality. (Berry & Parasuraman 1991, 101-102s@lp 2008, 74)

The expectations and experiences of the custoroars the basis for the service
provider to plan its service level and the pricivihen the sales person knows the
customers expectations, he can plan the marketirthag the company separates
from the competitors and gives the customer exataes (Groonroos & Jarvinen
2000, 42)

2.4.1 Pricing strategy

Pricing strategy can be described as a tripodhawrs in figure 4, with the three

lower boxes representing costs, competition andeved the customer.
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Costs Competition Value to Customer

Figure 4. The pricing tripod. (Lovelock 1996, 362)

The costs to be recovered set a floor to use tive pinat may be charged for a
specific service, the value of the product to thstomer sets the ceiling, whereas
the price charged by competitors with similar seesi offered, sets the actual
price level. (Lovelock 1996, 362)

The pricing strategy includes many different fastdrhe most important ones are
linked to the positioning of the offering at the nkets. The pricing strategy can
not be planned efficiently without studying the bgis of the service to the

customers, also called the overall quality expesenby the customer. The price
and quality of the competitors’ offerings also u#ghces the pricing strategy.
(Ojasalo 2008, 97) The price-quality strategiesiléustrated in the figure 5.
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PRICE

4 4

High Middle Low

Very high Super high

High High value
value value

Middle Overpricing Middle value Good value

Low Robbery Apparent Economic
pricing economic value|| value

EXPERIENCED OVERALL QUALITY

Figure 5. Price-Quality Strategies. (Ojasalo 20088)

For the each pricing strategy situated at the diabaxle (High value, Middle

value and Economic value) there can be one or roonmgpanies at the market.
Against these strategies the competing companyatt@tk with the strategies
situated on the right in the table (Super high @aMery high value, Good value).
The strategies situated on the left side (OvenpgicApparent economic value,
Robbery pricing) are called overpricing strategse®l using these may cause

customer complains. (Ojasalo 2008, 97)

2.4.2 Choosing the right price

The basis for the pricing strategy of professiasgtvices is in the goals of the
service provider. The service provider himself ka$ave a clear vision of the
pricing criteria, because it increases the confideim the selling situation. The

productization of the service gives an opportufotyservices’ product prices and
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clarifies the promises made to the customer abbat dervice. The former
references help to clarify the customer benefitthéoclient and customers with a
high reference value or an ability to provide asces other actors or markets
should be given special attention. References laagegnificant function in all

major growth strategies of the firm. They facilgahe marketing of new complex
products to present customers, and help in winmeg customers in present
markets. The need for references is especially mgbompanies which try to

enter new markets where they do not have an esit&olireputation. All kind of

statistics and research outcomes about improvisgltee and benefits help to
convince the customer, too. (Jalkala & Salminen82@0) Sipila 1998, 88)

Controlling of the pricing strategy is constant ertpknowledge for the service
provider which ensures that for each and everyooust can be given the right
price, depending on the current situation. Showtmg pricing strategy to the

customer increases reliability as such. (Sipil&31 83)

One efficient way to sell the service is the gapdeio The customer may not

know accurately what the benefits of the serviderefl are. In order to clarify the

situation a seminar is arranged to educate th@wustabout the possibilities. The
goal of this seminar is to conduct a present siatdyze, where the gap between
the present state and the possibilities is gathagpelly the service offered. (Sipila

1998, 89)

2.4.3 Price as an indicator of service quality

Customers are likely to use price as an indicatdroth service costs and service
guality. The price is an attraction variable anpeteent. Customers’ use the price
as an indicator of quality depends on several factone of which is the other
information available to them. When service cueschs as brand name,
company’s reputation, to quality are easily acddssicustomers may prefer to
use those cues instead of price. In other situgitissmen quality is hard to detect

or when quality or price varies a great deal, qusics may believe that price is
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the best indicator of quality. Another factor thatreases the dependence on price
a quality indicator is the risk of purchasing tleevice. (Zeitham. & Bitner 1996,
490-491)
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3 CREATING A MARKETING PLAN FOR SERVICES

Developing a marketing plan for services involwes tasks: selecting the target
market in which the enterprise is to operate andewelop a marketing mix for
each target market selected. Marketing plan begiite the analyses of the
current market and environment situation and coesnwith company’s inner
analyses. These analyses can be divided into extand interior analyses, which

attempt to answer following factors (Cowell 1989; Sipila 1992, 87-88):

Markets

» Alteration factors affecting the branch of business
* Success factors of the branch of business
» Competitor analyze

e Summary: threats and possibilities

After the analyses the building of a marketing teygt continues with choosing
the competitive factors and the strategy for customelationship marketing.
According to Sipila (1992, 48) professional servizevider’'s marketing strategy
consists of choosing the suitable mix of followr@npetitive factors:

Customer population

Conspicuousness and the company image

The technical and functional quality of the service
The versatility of the service offer

S A

Price competitiveness

Each of these competitive factors can be giverffardnt value according to the

significance that the factor has in the business éine company operates. After
that the company assesses itself and the major etdong relating to these

factors. (Sipila 1992, 49)
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According to Sipila (1992, 75-76) a professionalee provider can choose from

three different strategies to handle its custorakationship marketing:

» Contact marketing
* Project marketing

» Customer satisfaction marketing

Contact marketer aims to maximize the profit ofimgle act of a customer.
Contact marketer does not care about the contirofityre relationship between
the customer and the provider. This strategy cagadoel if the provider has a vide
amount of customer contacts, if the customer néleesservice casually and if

there are no major competitors at the market.

The project marketer is interested in only certsimed of projects. When the
project is over the customer is forgotten until three the customer has a new
project to offer. The project marketer chooseshist customers from the market.
(Sipila 1992, 77)

If the service provider chooses the customer safi®in marketing strategy it
aims to create long-lasting and profitable customedationships. According to
this strategy the service provider cares not ondy grofitability but also the
customer’s. (Sipila 1992, 77)

Sipila (1992, 91-92) states that after the serpic®/ider has chosen the suitable
competitive factors and customer relationship miamgestrategy it starts to define

its marketing strategy. The main points of thetetyg are:

1. Summary of the basis of the marketing strategy

* Markets, potential customers, competition situation

2. The base line of the marketing strategy

» Choosing the target groups, quantitative and catalé goals
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3. Implementation of the strategy

3.1 Service communication

Communications are a form of evidence about theviceroffered. These
communications come from company itself and frofmeotinterested parties and
are delivered in a variety of media and convey malobut the service — for better
or worse. From billing statements to advertisimgnt customer word-of-mouth
communications to company signage, from membershigds to personal selling
— all these various communications send clues abeuwervice, either the right or
wrong ones. Service companies that effectively wanmhanage communications
make both the service and the message they serd# taogible. (Berry &
Parasuraman 1991, 98)

The aim of service communication is to persuadectiomer why he should

choose just the service provider’s offer, not thmpetitor's one. The goals of the
service communication are the increasing of congpisness of the company,
affecting to customers’ attitudes and to get salé® first phase to start service
communication is to define the target customers, rilessage that the service
provider wants the potential customers to know aftdr that some numeric

targets that the communication should fulfill. Thhessage should be well formed,
and differentiate enough from the competitors’ olde message also has to be

understood correctly by the target groups. (Lalnti®dsoviita 1994, 3-5)

Cowell (1984, 162) states that professional sereg@amunication can include the

following channel possibilities:

* Advertising
* Personal selling
» Conspicuousness in publicity

e Sales promotion
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Using of many channels in the same time gains betilts. Even though the
communication is planned well, there may be sonstuthing factors, one of
them being the competitors. Service providers h&weremember that the
communication is always two-way, the sender of tiessage gets feedback in
return, even that the sender gets no answer ib&ekdit means that the message
did not reach the target. (Lahtinen & Isoviita 196%

3.1.1 Advertising

The main role of advertising of services is to mip persuade, or remind
consumers about the service being offered. Consun@mot be expected to use
a service they do not know about; therefore thengry objective of the

promotion is to create consumer awareness. (HoffindaBateson 1997, 184)

According to Mortimer (2001, 133-134) the advertgsin services marketing has

six roles, which are as follows:

* To make the service more tangible by showing playseidence
and using concrete language

* To encourage word-of-mouth communication.

« To present the customer provider and the customerthe
advertisements

* To document the level of service being provided

* To show the service encounter

e To build a strong brand image

The nature of advertising is that the advertisslittells the things it wants to the
customers. This has a conflict against the naturea qrofessional service
provider, one can not define it as a professiondl the expertness has to be
earned. That is why all the advertising that isproduced by the service provider
itself is effective. (Sipila 1992, 364)
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The best way to exploit advertising is to increasespicuousness. This can be an
advertisement in the local news paper, which ohigws the logo and a simple
idea which aims to create attention. Advertisingymat be an efficient way to
increase plausibility and trustworthy, which aree tmost important goals in
advertising professional services. This is becdheeadvertisement should have
references and examples, which can be confidefti®. amount of information
can increase to a great dimension, which can leatidt it is easier to make a

company brochure rather than an advertisementil§3i992, 364-369)

3.1.2 Personal selling

The success in personal selling depends on theaatiten between the service
provider and the customer. The person respongibléhe personal selling has to
have vide general knowledge, good knowledge obhis branch, communication
skills, the right attitude and activity to appealeople. (Oikkonen 1992, 68)

In the beginning of the personal selling situatiba seller has to find out, what
are the customer’s needs. Questions have to ballaed the customer has to
have the opportunity to answer inclusive rathentpjust yes or no. This way the
potential customer also tells not only about hisdsebut also about the hopes and
attitudes. After the discussion the seller can grarfa solution for customer’s
problem and the acts that needs to be done. (Kor&kia2000, 34)

3.1.3 Conspicuousness in publicity

The conspicuousness in publicity comes about thrdagg time practice in the
business, well-known works and presenting in publite service company can
affect by its own actions to its conspicuousnegsflyers, articles, books, expert
opinions and through the contacts it has. Everctimepany’s customers affect: do

they recommend the company forward or not. (Sipif2, 321-322)
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3.1.4 Sales promotion

Participating to the exhibitions is a part of sgi@emotion. Exhibitions can be
arranged to company’s customers, retail sellersooconsumer markets. The
participating asks the service provider carefuhplag and preparation. Before
participating the provider has to consider whettier exhibition is suitable for
company or not. The former amount of visitors, @si@and other exhibitors has to
be found out. A specified goal, whether it is gegjtnew customers or to present

the service offered, has to be set also. (Bergs&drappanen 2001, 309)

A lot of time is needed for the planning of the éthsection. The section should
be appealing, original and the company’s messageh¢o customers clear.
Drawing people to the section and getting attentizay request some kind of
startling thing. Both the presenter and the presgmhaterial have to updated and
ready to answer customers questions. All the peaple visited the section are
listed to be used in the marketing in the futuierfjstrotm & Leppéanen 2001,
310-311)

3.2 Managing word-of-mouth communication

Word-of-mouth is important to the services mark&taord-of-mouth refers to a
phenomenon where customers informally communicate gach other about a
supplier and its products and performance. Conssiggrd to rely on word-of-
mouth to reduce the level of risk and the uncetyathat are often associated
when purchasing a service rather than advertiddggause of this the service
marketers should make an effort to identify thecpss how customers gather
information about services and place their offesing the path of consumers
seeking information. It is important that the firmsystematically gather
information from new clients about the sourcesrdbimation they used when
selecting the firm. (Jalkala & Salminen 2008, 2tlKo& Keller 2006, 404-405,
Mangold et al. 1999, 73-74)
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In addition to these efforts, the service compahgu&d position itself in the

obvious path of potential customers who are seekifogmation. This effort may

involve sponsoring, participating in seminars, vabréps and community events
related to the service provider’'s offering and atiseg in local newspapers.
(Mangold et al. 1999, 81-82)



36

4 QUALITY AND CUSTOMER EXPECTATIONS

The quality of a service is complicated in natdreis is because the consumer of
a service can and will evaluate a vast amount féérént resources and activities
in connection with the production resources and gheduction process when

forming his opinion of the service. There is alsthan line between customer

satisfaction and the quality experienced by the@arner. Customer satisfaction is

a wider concept and the experienced quality islament of satisfaction. Besides

quality, there are other factors influencing théiséactions, such as price and
situation and personal factors. Customer satigfads seen as one of the most
important factors indicating company’s future. (Gméoos 1980, 6; Ojasalo 2008,

252-254)

Usually, when customers are satisfied with the iquaf service received from a
particular firm, there is a strong probability thiey will also use the same
company for other services. There can be seenatiomthip between service
quality, client satisfaction and client loyalty. §figure 6 illustrates the following
basic sequence: service quality leads to cliemsfaation, which in turn leads to
client loyalty. (Ismail et al., 2006, 739-742)

AUDIT SERVICE
QUALITY

CLIENT CLIENT

- Tangible — | samisFacTioN | —P|  LOYALTY
- Reliability

- Responsiveness
- Assurance

Figure 6. Audit Service Quality. (Ismail et al., 206, 742)
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Service quality involves four different factorsysti being tangibles. It is the
physical appearance of the firm, inclusive of thailable facilities. Reliability is
the ability of the employees of the audit firm &taf perform the promised service
timely and accurately. Responsiveness is the gillgss of the employees of the
audit firm staff to assist clients and provide pparservice and last the assurance

is the ability to convey trust and confidence. @dret al., 2006, 745)

Also customer references can be regarded as steroggasures for the quality of
the service. The service supplier should utiliZenences to signal service quality
to potential customers. These customers can utiteierences further as
operationalized evidence in verifying a particutapplier's earlier or present
performance. References are a signal to servidgygy&alminen & Moéller 2006,
20)

4.1 The experienced service quality

Quiality is good, when the experienced quality fislfihe customer’s expectations,
which is also known as anticipated quality. If #gectations are unrealistic, the
experienced overall quality is low, even though dgluality is good measured by
some objective way. As the figure 7 shows, the Bgpeed quality depends on
many factors, such as marketing communication, hmouth
communication, company’s imago and the needs ofciiomer. Marketing
communication can be monitored directly, othersyantlirectly. Thesefactors
can be affected from the outside, too, but prirgahiey depend on the company’s

previous success. (Groonroos 2000, 104-105)
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Customers' needs and
values

Functional Chuality: Technical Quality:
HOW WHAT

Figure 7. The Experienced Overall Quality. (Grodnras 2000, 105)

The experienced overall quality model indicated thastomers’ needs have an
influence on their anticipated quality experiendethe service provider promises
too much, the customer may disappoint, if the erpeed quality does not match
with the received one. Rather than empty promises)panies should surprise
their customers, which may in the long run prommistomer loyalty. Better to

promise little and offer more than promised. (Gr@is 2000, 106)

The experienced service quality has two dimensitatdinical and practical, what
and how. Technical dimension means that custonesosvledge the result of
the interaction between the provider, and this ddmige effect when criticizing
the experienced service. Technical dimension isicaliyg the solution for
customer’'s need. Because there are many interacitoiations between the
customer and client, successful and unsuccessi@ltachnical dimension does
not contain all the experiences of the quality. W the service or the result is
delivered to the customer and how the client expegs the service process, is
also important. This is the second dimension of dbality. (Gréénroos 2000,
100-101)

The company imago means the illusion of the custsrabout the company: its
actions, services and customers. The imago alldves dient to “see” the
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company’s resources and operations. The illusioa sérvice provider is formed
from word-of-mouth communication, customer's own pestations and

experiences and through the marketing efforts. riiien 2003, 8)

4.2 Managing the quality of services

The quality of the service provided is tested atheservice encounter. Clients
form service expectations from past experiencesdwbmouth and advertising.

The perceived service is set against the experkservice, if the perceived meets
the expectations, the customer may use the prowaderwards. Successful

companies add benefits to their service that niyt satisfy customers but surprise
and delight them. Delighting customers is a matteexceeding expectations.
(Kotler 2003, 455)

When planning the interactive marketing functiontloé service firm, all quality

components must be recognized. Otherwise the res®umay be developed only
in order to guarantee good technical quality. Tha&y lead to production-oriented
operations and dissatisfied customers. It is nedfti easy to develop good
technical quality, but transferring the undiffeiatéd technical quality may be
difficult to duplicate. In such situations an oatsfing functional quality can be a

successful way to differentiate the service offgrifiGroonroos 1980, 7)

In order to control the customer satisfaction sgrnprovider companies conduct
customer satisfaction surveys semi-annually. Howevlee results of these
surveys are usually limited to the opinions of pleesons who are supposed to be
the key decision-makers. This may lead to a naapproach and does not tell the
overall customer satisfaction opinion. To corrélts tsituation these surveys
should be sent to all of the persons who are iresblwith the service provider.
(Tikkanen et al. 2000, 376)
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5 METHODOLOGY

This chapter introduces the methodology that wael us this study. After the
methodology the theoretical foundation of the themid the source of data are
introduced and the last chapter explains the basicmation about the survey

guestionnaire.

The study in question represents a quantitativelystuvhich is defined by
Alasuutari (1995, 34) as an analysis where the areker arguments the
connections between numbers. The primary and omthod used in this thesis

was quantitative survey questionnaire.

The overall research process at large can be foutable 5. The research began
by finding out information about energy surveys ah& current marketing
situation in Finland. After familiarising with thgeubject of the thesis the actual
collection of theory started. The theory is theib&sr the empiric section and the
results from the survey questionnaire accomplish Because not all the
information from different sources is usable, odifferent books and articles
were used in the thesis as a reference. Some ettpages were used too, but

mainly in the company presentations.

The first theory chapter explains some basic themvgut services and their
characteristics the main attention being in thégasional services. It also aims to
find out how services can and should be marketéi;hwhelps to answer the first
research question about how LUT Energy servicesdche marketed. The first

guestion is founded on the theoretical frameworkzobonroos and Sipila. Sub-
chapters about pricing try to find out how the ot of the case company’s
service should be done. The main foundation otlibery for the second research
question is Ojasalo’'s and Sipild’s books. After {hwcing section comes the
theory part about creating a marketing plan fovises. The main foundation of

theory here is Sipild’s books and it also triesfital out answer to the first
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research question. “The quality of the service emstomer expectations towards
services” - chapter aims to conclude the third aege question, foundation of
theory being in Grodnroos’ book of services andaumer relationships from the
year 2000.

When the theory part was tolerantly ready it waeetto start preparing the survey
questionnaire, which had to be done properly, st the answers would best
possible way help to answer the research questiddben the survey
guestionnaire was conducted, it was opened foctmepanies to answer. When
the answering time was over, began the analysinthefresults. After that the
results of the survey questionnaire were presemetie empirical chapter six.
After this the three research questions were arexlyavhich was the phase nine
in the research process and the implications fercdse company were done. The
last phase ten was to evaluate the study and maggestions for the future

research.

Table 5. The stages of the research process

. Familiarizing with the topic and the objectives

. Literature review

. Formation of the theoretical foundation

. Preparing of the survey questionnaire

. Opening the survey questionnaire for the taggetp
. Closing the survey questionnaire

. Analysing of the results of the survey questaire

. Presenting the results of the survey questioanai

© 00 N O O B~ W N P

. Answering to the research questions and givinglications for the company based on the
results of the survey questionnaire

10. Evaluating the study and making suggestionthiifuture research

5.1 Source of data

When the theoretical foundation for thesis was ¢dbegan the collection of data.

Primary data used in the thesis were the answerthefcompanies and the
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secondary data was previous researches about eeéfigiency, articles and

presentations.

The source of primary data was the target compaop@sions about energy audit
services. The criteria for choosing the target canngs for the questionnaire were
that the company should locate in the South Kalikymenlaakso County and
have more than five employees. Also the point washtbose companies among

the industrial branches, from private and publictces.

Companies were searched from the South Karelianbssiregister, which is the
common basic register of the Regional Council ofutSoKarelia and the
municipalities of South Karelia. It contains infaxtion about the businesses and
public units operating in the region. The registgemaintained by the Regional
Council of South Karelia, and it contains the imfi@tion for more than 7,000
units. (The South Karelia business register 2003 Tcompanies from
Kymenlaakso County were searched through diffecembpany search engines

(such as: 020202, www.yritysrekisteri.com) via mts.

In the end totally 56 companies were selectedtethir from Kymenlaakso and 43
from South Karelia region, whom the e-mail was séitogether 47 of them
answered before the deadline and the overall regpmte was 84. The complete
list with branches and regions of the 56 compamas be found from the

Appendix 4.

The collection of data for the thesis was made éydsig an e-mail to the
companies, which was written in Finnish and it ¢stesl of a covering letter
which includes a little information about the energudits offered by LUT
Energy, and a link to questionnaire. The coverigiget can be found from the
Appendix 2 and the questionnaire from the ApperiliXn order to get better
answering results LUT Energy offered a free eneagylit for one of the

respondents, which was allotted among the respasiden
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5.2 Research method

One method to collect data is a questionnaitreis also known as survey-
guestionnaire because the data is collected stdizddr Standardized way means
that the same questions have to be asked frorhalleispondents in a same way.
Survey-questionnaires advantages are that you odlectc a vide research
material, there are many people involved in theassh and a lot of things can be
asked. It is efficient and saves the researchiens &nd effort. The well-prepared
guestionnaire can be analyzed easily by computtérsifarvi et al. 1997, 182-
183)

A survey-questionnaire is a system for collectindpimation from or about
people to compare, describe or explain their kndgde attitudes and behavior.
Questions in the survey enquiry are usually arrdngeo mailed or self-
administered questionnaires or into instrumentsl liseinterviewers. Surveys are
used to gather information for use in research emaluation studies and in
planning programs and setting policy in health, cation, business, and
government. The selection and wording of questians influenced by the
survey’s context: who asks the questions, how t@reyasked and who answers
them. (Fink 2003, 1-3)

Survey questions should be written so that theympass the data needed, but
they must be formulated so that respondents cawesinthem easily, too. The
respondents must also have sufficient knowledganswer the questions asked.
Questions take one of two primary forms. When radpats are required to use
their own words in answering, they are open or egrastied. When the answers
are pre-selected for the respondent to choose ftbay, are closed or closed-
ended. The responses to open questions may beutitio compare and interpret.
Closed-ended questions produce standardized daa d¢hAn be analyzed
statistically, but these questions are more diffito write than open questions
because enquirer needs to know the possible ansaergsponse choices, in

advance. Using of readily made answering optionso aminimizes the
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respondents’ efforts and the dealing of answersfaster. (Holopainen &
Pulkkinen 2002, 39; Fink 2003, 14, 35-37)

In addition to deciding of the question types, tbgearcher has also to think about
the order and formation of the questions; do wetvaats or opinions as answers.
A good question means the same for all the respasdand does not have any
room for misunderstandings or have hazy wordss id use to ask questions the
respondents can not answer, this may frustraterdbpondent and he/she may
leave the filling of the questionnaire. The resharalso has to consider whether
the questionnaire is secret or not, confidencetmsoat important. (Plumb &
Spyridakis 1992, 630—-634; Murphy 2002, 102—-105)

A covering letter is also an important part of theestionnaire. In the letter the
object of the study and the actions towards anotyrof confidence are
introduced. There are also advices for answerimghenw the respondent can find
out the results. The covering letter also ensutes respondent of his/her
importance to participate to the research andelpandent is thanked in the end.
(Plumb & Spyridakis 1992, 629—630)

The aim of the questionnaire was to find out congsnopinions about their
energy efficiency activities in the past, nowadaysd in the future, their
company’s energy saving possibilities and if thegravwilling to purchase an
energy audit service from LUT Energy. The questamrawas made in Finnish
and it consisted of eleven closed-end questionse Testionnaire was
constructed by Webropol, which is a service speadl to Internet
guestionnaires. (Webropol, 2009) Also all the taldé results were made by the

program automatically.

Heikkila (1999, 68) states that one should usermetebased surveys only then
when all the respondents has a chance and a gibgdibiuse internet. Using a
web-survey questionnaire has many benefits. Wwwvsiiprenaire enables more

complicated and interactive questions and anonyraogg/ers and it can reach a
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great amount of respondents for minimum costs. fE#sponses can easily be

moved and edited in a statistics program. (Alag8@4, 6-7)

The answering time for the survey-questionnaire fwas week from mid April to
mid May and after that the questionnaire was clo&mtause the amount of
respondents was relatively low (56), all of thenswsalected as a sample and so
this research is a census. According to Heikki29@l 32) a census can be made,

if the number of units is small, under one hundred.

5.3 Ciriteria for evaluating the study

Evaluation of the study can be divided into twotgiavalidity and reliability. The
reliability of the study means how many same likeveers can be collected from
the respondents by the questionnaire. This can desumed by asking the same
guestion twice (Heikkilda 1999, 179), for exampléeh the answers are compared
whether they are same like or not. However, thiy We answering may take
longer time and the number of answers may dropt iBhahy the researcher has
to consider which is more important to the stuthg €valuating of the reliability
or the number of the answers for the study. (Pl&nBpyridakis 1992, 635)
Hirsijarvi et al. (1997, 184) also criticizes thengey questionnaire that it some
weak points. The respondents may not look the relseaeriously and the
researcher does not know if the respondents hassvesad honestly. The
researcher may also not know how well the respasdenow the field being
researched and how well-formed the given answexsliais hard to control miss-

understandings.

Validity means that how well the questionnaire nuees the things that it was
planned to measure. Cheating and deficient ansaféest to the validity. The
forming of the questions also has an effect amarit be prevented by conducting
a pilot questionnaire before the actual questiaengPlumb & Spyridakis 1992,
635) Besides reliability and validity it is ofterseful to evaluate the overall

success of the questionnaire. No questionnaireriet, and the evaluating of the
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good and the bad points helps to plan further ssudiPlumb & Spyridakis 1992,
636) According to Heikkila (1999, 178) the validity survey questionnaires is
affected by how successful the questions are mgacam the answers to the

research problem be found.
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6 CASE LUT ENERGY AND ABB

This chapter introduces the case company, LUT Bnargl ABB. These two
organizations link together in a way that the auoditprojects that LUT Energy
offers are financed by ABB, while LUT Energy doée tactual energy auditing
work. Students apply for an auditing workplace BXTLEnergy and they do the
auditions for the customers as their bachelor'sithéAfterwards the results will
be reported to ABB. After each audit project ABBaigling to make an offer for
an energy saving equipment in order to improve ggnefficiency, if the client so
decides. In the latter chapter the current sendgoecept of LUT Energy is

clarified.

6.1 LUT Energy and The Carelian Drives and Motor Centre

LUT Energy of Lappeenranta University of Technolagyhe largest research and
education organization in the energy sector indfidl With over 160 experts, the
organization masters the whole energy chain fromrggn sources to end use:
fuels, energy generation technologies, electricggasystems and markets, energy
use and production processes. The faculty aimgtbenvironmentally friendly,
energy-efficient solutions to all these calls foidesranging research. The
faculty’'s research activities have laid a foundatitor multiple successful
products and new entrepreneurship. A strong sighalir expertise is also dozens
of issued patents. Annually, about 120 Mastersaérg&e (Technology) and ten
doctors graduate from LUT in energy-related fieltiey find their employment in
versatile fields and industries from universities énterprises. There is an
abundance of employment opportunities and challefgenew energy experts in
the field. (LUT Energy_A, 2009)

The Carelian Drives and Motor Centre (CDMC) wasiglsshed in 1998 and is a
joint venture of the laboratory of Electrical Engaring at Lappeenranta
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University of Technology and ABB. The centre focuism long-standing, high-
level research and development involving electricators and drives. CDMC
initiates and implements new ideas and researciestgnd applies its research
results to product development and production atBABuring its ten-year
history, the centre has refined a number of Ampger&araday’s, Lenze’s,
Maxwell's and Lorentz’s theories into success stwron the global market of

energy efficient electrical machines. (LUT Energy2B09)

The Carelian Drives and Motor Centre, liaison WMBB, offers tools to improve
energy efficiency for various kinds of industrialdamunicipal energy users. The
center performs in co-operation with researchetssaindents customized energy
audits for different energy consumption targetse fieaning of these audits is to
offer a budget way to examine energy consumption digsimilar industry

processes, such as pumping or the electricity usbgmperties.

6.2 ABB

ABB is a global leader in power and automation tetbgies that enable utility
and industry customers to improve performance wiulgering environmental
impact. Turnover in 2008 was about 35 MUSD. Comphag about 120,000
employees and it operates in more than 100 cosname has offices in 87 of
those countries to give its global and local cusiathe support they need to

develop and conduct their business successfulBB(AA, 2009)

Technology plays a key role for ABB. Company hatsvdaes all over the world
working to develop unique technologies that makartglobal customers more
competitive, while minimizing environmental impa@ABB_B, 2009)

ABB'’s businesses consist of: (ABB_C, 2009)

* Power products
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* Power systems
e Automation products
* Process automation

* Robotics

With its technology leadership, global presenceliagtion knowledge and local
expertise, company offers products, systems, soisitand services that allow
customers to improve their operations — whether theed to increase the
reliability of a power grid or raise productivity ia factory. Focusing on its core
strengths in power and automation technologies, paomy strives for organic
profitable growth. The global manufacturing bassueas consistent top-quality
products and systems — made in ABB — for customersnd the world. (ABB_D,

2009)

ABB's mission is:

* Improve performance
¢ Drive innovation
+ Attract talent

* Act responsibly

As one of the world’s leading engineering companiekelps customers to use
electrical power efficiently, to increase industrigroductivity and to lower

environmental impact in a sustainable way. (ABB2E&0)9)

In the table 6 can be seen the key figures for Q292of ABB group (ABB_G,
2009).
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Table 6. 2009 Q2 key figures (ABB_G, 2009)

Q209 Q208 Change
US millions dollars unless otherwise US dollars Local
indicated
Orders 7,309 11,271 -35% -27%
Order backlog (end June) 25,913 29,127 -1%
Revenues 7,915 9,025 -11% -2%
EBIT 1,047 1,449 -12%
as % of revenues 13,2% 16,1% -28%
Net income 675 975
Basic net income per share (dollars) 0,30 0,43 -31%
Cash flow from operating activities 1,067 978

6.3 Service offered by LUT Energy

Energy audit service by LUT Energy is a type offpssional service offered to
industrial and municipal sectors. The case comdigys energy survey services,
which aim is to perform an energy consumption exatnon and to help to reduce
and to make client's energy usage more efficienttrr&ht situation is that the
examination is made by University students as tbachelor's degree. These
students, who usually are in their third or fousgmester, should have all the
required knowledge to conduct an energy consumgiidculation professionally.

Energy surveys which are done as bachelor’s thasesthree to six month’s time,
depending on the scale and the size of the enange target. Other type of
service offered is done by students as their mastieesis. This service is more
extensive one and may require more time than therggnsurvey done as
bachelor’'s thesis. There is also a coordinator, wayks full-time at LUT

Energy, to control and guide the students in thaghelor's and master’s work.

The procedure of the auditing service is that kbibgh guiding person and the
student meet the customer and then in close cabperdiscuss about the client’s

present state is and what are the main problemseanabsts from the customer’s
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opinion. Then the decision of the examination terge made. Usually the targets
are of that kind that it has benefits the customethe long run. The client’s

knowledge about energy efficiency varies a great,d®me may know a lot from

possible saving targets and some do not know amythihat is why the know-

how of both the guiding person and the studentusial.

The auditing process continues with the actual oreasent and after this the
student does the calculations and conclusions deddéhe auditing process the
current energy consumption is clarified and actitmsave energy are presented.
Repayment period and profitability calculation wille calculated for the

investment, which optimizes the energy efficien@jso the possible C®

emissions reduction is counted. A report from tlesults of the process is
presented after auditing to the customer, and tigecan decide, whether to utilize
the information in practice or not. The results @s® reported to ABB, which can
use the auditing results in its sales. This mehas ABB may send offers about
energy efficiency equipments, such as frequencyvexers, to the audited

company.

The actual energy auditing process can be dividénl 6 work phases (Aranto
2008, 5):

Start-up meeting
Collecting basic data
Field work

Analysis of the data
Reporting

Presenting the results

N o o bk DR

Implementation of the saving measures

Good and wide source information about the targeperation, the machines
energy usage, the overall energy and water usaty¢éharearlier possible surveys

all help to conduct an energy survey. The sufficeenount of data and sometimes
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additional field work is the basis of energy survierviews and measurements
highlight the targets that could be made more #&ffec

The co-operation between LUT Energy and the clisnmportant. The student
and the customer discuss regularly during the eagdiprocess and several
meetings are arranged. By participating and conmyittself to the auditing the
customer receives a successful report with goodiltees Interviews and

measurements give valuable information also toctmpany, not only for the

surveyor.

The meaning of the energy audit is not to be omlyiralividual project, but to
become a useful tool and source of information,cwltan be later exploited and
supplemented when needed. Auditing process encesiragmpany’s authorities
to continuous work in order to save energy and emst co-operation between
energy saving experts and to improve customers’ itmmg of energy

consuming.
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7 RESULTS AND ANALYSES

This chapter presents the results of the survegtoumaire as bar graphs and
analyses of these results. The analyses involveetfioeming of the LUT Energy

service concept, three-way marketing and the ABSaruer selection model for
the case company. The analyses also try to finchowut the pricing of the case
company’s services could be done and how markeleng can be created. Finally
the analyses chapter clarifies how the quality emstomer expectations towards

LUT Energy’s services can be managed.

In the first chapter 7.1 every survey questionrsiggiestion is gone through in

the same order as seen in the Appendix 3.
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7.1 Results of the survey questionnaire

Question 1: At what company stage the decisions concerning energy savings are

made in your company?
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Figure 8. Companies’ decision making stage conceny energy savings

The total amount of answers for question one wasT#ity of the answerers

(63,8%) said that decisions concerning their ensegyngs are made at the place
of business stage, sixteen (34%) of them repliatittie decisions are made at the
corporation stage and one (2,1%) of the respondsiated that decisions are

made by the community.
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Question 2: How big energy saving potential thereisin your company according

to your estimations?
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Figure 9. Energy saving potential of the companies

According to the survey questionnaire’s questioktow big energy saving

potential there is in your company according to ryegtimations?” twenty six

(55,3%) of the target companies replied that ther@ small potential for saving
energy. Fifteen (31,9%) of them replied that theright be a big potential for

energy auditing services. Four (8,5%) of the redpais said that may not be
hardly any kind of potential for energy savingstleir company or it is very

small. Two companies (4,3%) stated that they do kmmiw the potential for

saving energy in their company. The total amouranswers for this question was
47.
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Question 3: Is the mapping out of energy saving actions topical in your company
now?

Idon't know 5

29

Figure 10. Topicality of mapping out of energy savig actions

The results of the third question were that twemhe (61,7%) of the respondents
replier that the mapping out of energy saving agtis topical now. Thirteen of
them (27,7%) replied that mapping out is not curr@w and 5 of them (10,6%)
replied that they do not know about the situatibhe total amount of answers

was 47.
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Question 4: Is energy audit work familiar to you?
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Figure 11. Respondents’ familiarity towards energyaudit work

The results for the fourth question were that feerchalf of the respondents (29,
61,7%) the energy audit work was not familiar. Eegm of them (38,3%) said
that energy audit work is familiar to them. Theat@mount of answers was 47.
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Question 5: If the energy audit service work is familiar to you, through whom
mar keting channels have you heard about it?
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Figure 12. Most common marketing channels

The total amount of answers for the question fiaswnly 39. The most common
marketing channels that the respondents had héxmat ¢he energy audit work
were the options “direct contact from the servicevger” (9, 40,9%) and “other,
what” with nine hits (also 40,9%). The option sates was answered three times
(13,6%), advertisements seven times (31,8%), etibiits five times (22,7%) and
six of them (27,3%) stated that they had heard fte internet about energy

audits.
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Question 6: In which targets in your company there are possibilities for energy
auditing?

Other, what? 3

Lighting 1

Manufacturing 33

Compressed air 13

Heat recovery 14

Domestic hot water

Heating i

Air conditioning 15

IT eyuipments 5

Figure 13. Most popular targets for energy auditing

When the respondents were asked which would beilp@stargets in their
company for energy audits, most likely target witirty-three answers (73,3%)
would be manufacturing process, as can be seérifigure 13. Second and third
most likely target would be heating and heat recgweith twenty one (46,7%)
and nineteen (42,2%) hits. After these come airditmming processes (15,
33,3%) and compressed air (13, 28,9%). Optionihghgot eleven hits (24,4%)
and the options domestic hot water and IT equipmbath got five hits (11,1%).
Option “other, what” got three answers (6,7%). Bseathe respondents had the
opportunity to choose many options, the total anh@firanswers for the question
six was 121.
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Question 7: Has your company made or will it make in the future energy audits?
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Figure 14. Possibility for future energy audits

When the respondents were asked whether their agmpaoing to make energy
audits in the future twenty one (44,7%) of themliegpyes. Sixteen (34%) of the
companies replied that they do not know if theygoimg to do energy audits. Ten

(21,3%) of the respondents said straight no. Ttad smmount of answers was 47.



61

Question 8: How much money your company has or is willing to invest into

improving energy efficiency?

Over 15000€ 12

S000€ - 15000€

Under S000€
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Figure 15. Amount of investments into improving enggy efficiency

When the companies were asked in the survey quesiie@ how much money
their companies would be willing to invest into iraping energy efficiency the
answers were scattered. Twenty four (53,3%) of tbhoose the option less than
fife thousand Euros, twelve (26,7%) said that ofiiéeen thousand Euros and
nine (20%) selected the option between 5000 an@@&uros. The total amount

of answers was 45.
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Question 9: Are you interested to have more information about energy audit
services?
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Figure 16. Additional information about e energy aulit services

The total amount of answers for question nine washHalf of them (23, 50%)
replied no and half (23, 50%) of them said yes.
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Question 10: What are according to your opinion the three most important

advantages that energy audits can achieve?

Decreasing of environmental effecis H 16

Supporting the actions towards
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Figure 17. Most important advantages of energy auts

In the question ten the respondents had a chandeotise many options, if they
wished, and that is why the total amount of answexs 145. The most common
option was “finding the saving potential of enexpsts” (45, 31%). The second
and the third most common was the option “claridyiaf the overall energy
situation” (25, 17,2%) and “supporting the actibowards environmental system”
(18, 12,4%). The option “decreasing of environmkatiects” got sixteen (11%)
answers and “improving the quality of company’siaw” twelve (8,3%). The
options “improving the company’s image” and “dinghing CO2 emissions” got
ten answers (6,9%) both. The last option: “achigvithe environmental

commitments of the voluntary energy saving agre¢frgot nine (6,2%) answers.
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Question 11: Would you be interested to purchase an energy audit service from
LUT Energy?

Maybe

Mo

Figure 18. Purchasing potential of LUT Energy auditservice

In the survey questionnaire companies were askedlppseen in the figure 18
abow, that: “Would you be interested to purchasesia@rgy audit service from
LUT Energy?” Three respondents (3, 6,5%) from titaltamount of answers (46)
respondents replied yes, nineteen (41,3%) maybetaedty four (52,2%) said

no.

7.2 Analyses of the results

Current situation of the LUT Energy services’ mairkg is that a marketing flyer
that introduces the principle and advantages ofetiergy audits in a nutshell to
the target companies has been produced. In additisreb-page of the energy
audits is made. Currently the companies are appeshdy mainly contacting
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them directly, but marketing has also utilized elifint networks. There is also
cooperation with ABB’s sales department in the retirlg. When energy saving
investments are planned, the sales departmentezmmmend an audit, which

gives an unbiased view on their profitability.

According to the results of the survey questioremagnt to the target companies,
there is a strong need to map out energy savirignggtas can be seen in the
figure 10 (Question 3). Over the half of the reggents said that improving their
company’s energy efficiency is topical right nowhel case company has the
answer to the needs on the market. LUT Energy hhaady a good base for a

service concept that could fulfill these needs.

7.2.1 LUT Energy service concept

The current service concept of LUT Energy is defias follows and is divided

into two different offers:

* For individual processes or single units an enesgwey done as a
bachelor’s thesis

» For wider processes an energy survey done as amsasiesis

The contents of the auditing process can vary déipgnon the subject being
examined. It can focus on the energy efficiencyhef pumps or the grounds and
industrial processes energy flow inspection. Theecezompany’s special area is
pumping processes and their energy survey inspectioJT Energy’s energy

audit is a systematic procedure which purpose:is to

» Evaluate the existing energy consumption of thgetar
* Identify of the saving measures

* Report the findings
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In this case the core service is the energy augdgervice. Accessory service is
the guidance of the students and the expert workingJT Energy offered to the
client company. However, the competitors of theecaompany also have same
kind of core and accessory services. Because ©Lthir Energy should add some
extra support service to its service concept, meoto stand out in the energy
auditing market and to make it more tempting optmithe customers. This could
involve some kind of education about energy efficie to the customer
company’s employees, seminars and re-auditing ¢éidacd his service would be

completely voluntary but for extra price.

To make the case company’'s service concept intended service offer, the
attainability of the offer has to be easy and titeractions with the customer have
to be arranged properly. There have to be enougtoicier meetings to clarify the
problem areas and to inform the customer activEhe more the customer gets

involved in the auditing process, the better tiseits are for both participants.

Productization of the case company’s service is aigportant. The two service
offers should be put well-defined to the paperitsd the customers have a clear
understanding what they get when purchasing aceifvom LUT Energy. The

services could be divided as follows:

* Energy audit for pumps and fans

* Energy audit for building technique

This distribution would be logical because these @ve the main targets for
energy audits (Figure 13, Question 6). This disttdn would also be clearer,
rather than the current distribution into bachal@hd master’s thesis, which may
awake wrong expectations about the service qualityis classification also
would make the two service offers to sound morefgasional ones. These
productized services would be easier to preserihédomarket and the pricing
would be explicit. The control of the quality becesreasier, too, when there are
definite plans what should be achieved during thaitang process.
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7.2.2 Three-way marketing model for LUT Energy

The case company could use the three-way moddbkaidie to build a long-term

competition strategy. The model for LUT Energy banseen in the table 7 below.

Table 7. Three-way marketing model for LUT Energy.

Phase Marketing goal Marketing action Need analysis
Early stage Awaking interest in Advertising, PR and Marketing segments
the market personal selling analysis
efforts
Buying process Generating sales Traditional afistomers’ needs

interactive marketing analyses

Consuming process Creating after saldsteractive marketing  Controlling the
and long-term quality and detecting
customer new needs

relationships

At the early stage the case company tries to ratseest in the selected market in
order to get customers. It uses the traditional ketarg efforts, such as
advertising, PR and personal selling on its sidee hase for marketing segment
analysis is already done and according to the gumueestionnaire there are
already potential customers to which the markesinguld be directed. There are
also customers, who do not know anything abouetiexgy audits, as can be seen
from the results for the question 4 (Figure 11)eOhalf of the respondents were
not familiar with the energy audit services. Thigans that the case company
should especially inform these companies of itsises to awake interest among
them. Half of the respondents for the questioni§uife 16) said that they would
also be interested to know more about the energyt aarvices. This additional
information also could help to increase the inteegsl conspicuousness towards

LUT Energy’s services.

After the customers become interested purchasiegstrvice from the case
company begins the needs analysis of the custohs.first meeting with the

customer will be arranged in order to discuss amdclarify the customer’s
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possible problems. Personal selling skills are mhest important marketing

actions at this stage.

At the consuming process the customer has alreatbcted one of the two
services offered and the case company has to tmpamtain good customer
relationships and to make them long-term. Also #leevice provider has to
recognize customer’s possible hidden needs andréotdhe marketing efforts

there.

In order to keep the current customers and to geim ones the case company
should have references. Existing references aredlisn the Appendix 4. LUT
Energy should encourage its former customers’ tadved-mouth communication
so that they would inform their energy auditingules to their interests groups
and to their personnel and recommend the case corspservice. This way LUT
Energy gets more conspicuousness in the markepartdips new customers. An
example of this is to interview the customer angublish it in the internet page,
in some kind of energy business magazine or tahesénterview as a marketing
argument. Another way could be to get a large gnaugliting project enough that
it would break the news threshold, such as an greryey done for municipality

department.

7.2.3 ABC customer selection of LUT Energy

The case company could classify its customers doupito their auditing needs
by using the ABC customer selection, where theatusts are divided into three

groups. The ABC customer selection for LUT Energghown in the table 8.
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Table 8. ABC customer selection of LUT Energy.

Customer groups Criteria Customers in the group
A group Pumps, fans Customer 1
B group Building technique Customer 2
C group Other auditing targets Customer 3
X group Not interesting customersCustomers 4, 5, 6

from the case company’s point

of view.

After this the case company conducts a clear miakgilan for each of these
group, which includes the selecting of marketingurakels, brochures and the
service message. Companies that are part of thg gkocould be those, whose
auditing needs are basically the pumps and blowersesses. Customers in the
group B are those, who need some kind of buildiaghnique audits and
companies in the group C have needs that do nat tihe categories A and B.
Group X includes companies, that are not intergsttastomers from LUT
Energy’s point of view or their auditing targete amable to carry out by the case

company.

It is vital to generate good relationships in adeaspecially with the companies
in every group, even though they may not want arditeng services now. In the
future the companies’ situation may change and thegy may contact the case
company. In the future the service provider coutnl @bntinuing marketing
analyses about the possible companies and list. tA&sr searching for potential
customers an info package about the case companld dme sent to the
companies’ contact persons and according to tlesipanses these companies

could be divided into groups A, B and C.
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7.2.4 Pricing of LUT Energy services

When the companies were asked in the survey quesiie@ how much money
their companies would be willing to invest into iraping energy efficiency the
answer were scattered. Half of respondents chdoseoption less than fife
thousand Euros and twelve said that over fifteeushnd Euros. The scattered
results for the question 8 (Figure 15) due to déife company sizes; some were
small, local firms and some bigger, global compsniBut what can be said about
these answers is that a good price for the casepayis service from the
marketing point of view would be less than fiveuband Euros. This price would
also be competitive against competitors’ pricesictvtftan be over ten thousand

Euros.

Finding a good price for LUT Energy services iheastproblematic. The price for
its services may also reflect to the quality of $keevice from the customer’s point
of view. This is because the case company’s nanreputation is not yet well-

known on the market the customers may not havadsayabout the quality of the

service provider.

First the case company should study the actual tapnéenefits the customers
usually get from its service and how the customemkie the competitors’

services. When the benefits to the customer ammatkfthe case company can
choose its price-quality strategy. Because the ebiaps’ services on the market
may be considered to have a higher value due tdtiteva’s authorized system,

LUT Energy should choose the good value pricingtsgy to its base strategy.
This means that the price for its service is re&yi low and the experienced
overall quality is middle when compared to the cetiiprs’ ones. But in time,

when conspicuousness rises in the public, therenaee references and the
quality of the service becomes higher from the @mustr’s point of view, the case
company can change its strategy into middle vahgk later maybe high value.
However, this moving upwards in the price-qualitgle has to be done carefully,

so that there will not be an overpricing feelingaag the customers.
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When pricing its services the case company hasteider the pricing tripod; the
costs, competition and value to the customer of gbevices it is offering.

Currently the costs are fixed and there is thedasdit and the wider audit,
whose prices are already defined. The case companyge for a bachelor’s thesis
is three thousand Euros, and for a master’s thesssfifteen thousand Euros.
However, if LUT Energy chooses to re-plan its seggiand divide them into two
offers, as presented earlier, the pricing has tord¢hought. These already
productized services and fixed prices are easiendket and the benefits to the
customers can be shown more clearly. However, thieoalld also be some kind
of looseness in the prices, for example if the @ustr has many energy audit

targets the price for one target could be lowered.

When compared to competitors’ prices of energy taudhere is no great
difference. Competitors’ prices vary from a coupfehousands of Euros to tens
of thousands of Euros. But the current situatignaisd which may make the
competitors’ services more attractive is that moskttheir audits are done
according to Motiva’s authorized system. When dawm the Ministry of

employment and the economy supports these aud@sdially. (Motiva Oy_B,

2009) Because the case company’s audits are net @oiMotiva has authorized,

it has to come up with some other price advantagkd customers.

One point that LUT Energy could point in its pricgrketing and which could
give the customer extra value is that if the cugtoomooses an energy audit done
as authorized by Motiva it may take time, many rhenaind the financial support
Is not certain even then. The Finnish governmemisdwot support all kinds of
energy audits. But if the customer chooses the casapany as the service
provider, it gets the energy audit right away andoes not have to wait for the
decision from the government. One marketing argumenld also be that even
though there is no financial support, the investithdéhe customer makes into
energy audits now will pay back in future as enesgyings. That is why the

references play an important part here also. Tlienddld be some example
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investment calculations from former projects tovinoe the customer how long

time an investment now will take to get the monaghb

To make LUT Energy’s service more attractive itldosplit its service offer into
parts, so that the first audit is free of charfehere are multiple audit targets in
the company. This way the customer gets a betta what the future savings
could be and would be more willing to purchase shevice, even though there
would not be any financial support. In the futune tase company could also get
a license from Motiva so that also its services i@et financial support. Then
the customer could get more choices to choose fwdmther the auditing is done

right away without support or there is a waitingipe and the financial support.

If the customer is still unsure about the price, TLBnergy could make an offer
that the price of the service is proportioned te fliture savings, for example a

certain percentage. Figure 19 clarifies this pgaimethod.

Price %
40 T

30

L

10

w—t
o
N
o
(84
o+

| |
Savings% 1|0 iO

Figure 19. Price proportioned to the future savings

The price for the energy audit service would bedixo ten percent of the savings,
if the future savings are less than ten percenhefannual energy usage. If the
future savings are ten to twenty percent of theuahenergy usage, the price
would be variable from ten to twenty percent, dejoem on the savings. If the

savings are more than twenty percent of the anenelgy usage, the price would
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be fixed again, being twenty percent of the savilysusing this pricing method
the customer would get a clear understanding ofptiiee of the energy audit
service. For example, if the annual energy usad® 800 Euros and the savings
are ten percent, then the minimum price for theriserwould be 1600 Euros.
However, if the savings are more than twenty pdrdéen the maximum price

for the service would be 3200 Euros.

7.2.5 Creating a marketing plan for LUT Energy

When LUT Energy starts to create a marketing plahould first select the target

market. In this case the target market would beustrthl companies and

municipal institutions located in the South Kareliand Kymenlaakso region.

Target companies should have more than five empkyend some kind of

production work. After this come the analyses @f ¢tarrent market, environment,

legislation and competitor situations, which hasady been made in the chapters
111-1.14.

After the marketing environment analyses the camsapany should choose its
competitive factors and valuate them. In the t&blean be seen the competitive

factors for LUT Energy and how it can valuate thizadors.
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Table 9. Competitive factors for LUT Energy.

____________________________________________________________________________________________________________________________|
Competitive factor Valuation

Consumer population The scope and the loyalty ef tustomer
population, the economic situation of the

customers, customers position on the market

Conspicuousness and the company image Customenistopin the company

Technical and functional quality of services Attbiity, professional know-how,
reliability

The versatility of the service offer The widenedstie service offer, ability to

improve one’s services

Price competitiveness Good price-quality ratio

Good, vide and loyal customer population works asemployee to get new
customers and as an existing reference. For the campany it would be
important to get customers who are likely to behe same kind situation, who
have same kind of needs and auditing targets. Coy'gpanage is important for
standing out from the competitors. Conspicuousra&ssn requires vide co-
operation network and comes from the former prejectd works. That is why
references must be collected regularly. The twoedisional quality must be
managed carefully and it often comes from the bditg. Therefore case
company’s time management should be emphasizdthsaudits are ready when

agreed.

LUT Energy should be able to re-plan its servigethe customers’ need change.
There should be some adjustability in the two sewithe case company will be
offering in the future, if the customer so want&isTcould increase customer’s
respect. The case company should also maintain gdod-quality ratio in its

actions and make it clear to the customer thaettexgy savings in the future are

worth of paying now for the service.

LUT Energy should also choose a strategy to haitslleustomer relationships.
Best strategy from contact, project and customasfaation marketing options
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would the last one. This is because customer aatish marketing aims to create
long-lasting and profitable customer relationshgmsl to improve not only the
service provider’s but also customer’s profitaliliThis would suit well for the

case company because its service offer is alreaflyedl so that it aims to help

customer to save energy in the long run.

Marketing potential of LUT Energy service

When the respondents were asked whether their agmgaoing to make energy
audits in the future twenty-one of them replied,y@&scan be seen in the figure 14
(Question 7). Whether it is because of the curnemawareness economical
situation or the fact that company energy decisi@kers do not know about the
energy investments, sixteen of the companies i fat they do not know if they
are going to do energy audits. Ten of the respaisdsaid straight no.

According to the survey questionnaires questiorftHw big energy saving

potential there is in your company according toryestimations?” most of the
target companies replied that there is a smallmitiefor saving energy as can be
seen in the figure 9. Fifteen of them replied thare might be a big potential for

energy auditing services.

The survey questionnaire companies were also agedly that: “Would you be
interested to purchase an energy audit service frdih Energy?” (Question 11)
Three companies from 56 respondents replied yegtegn maybe and twenty-

four said no, as can be seen in the figure 18.

Due to these results for the questions 2, 7 andFigures 9, 14 and 18) there
would be a good marketing opportunity to offer eadt some small kinds of
auditing services to these target companies bycHse company. Because the
saving targets would likely be small or partial ggsses, the most suitable service
would perhaps be the energy audit of pumps and vemsh would concentrate to

one or couple of energy saving target in the compan
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Marketing targets for LUT Energy service

According to answers for the question 6 (Figure th&) most likely target with
thirty-three answers would be manufacturing procasd second most likely
target would be heating and heat recovery. Aftesé¢hcome compressed air and
air conditioning processes. These targets couldiladed into two bigger groups,
manufacturing process and building technique. Tlaseccompany could
concentrate into offering for example info packagesl pamphlets of former
references about the projects concerning theseetweogy auditing targets to the
customers. This way the possible clients would kmdvat could be done in their
company in orders to save energy and money, tocoOfse this requires first
taking a personal contact to the companies anch@skiem about the possibility
for energy saving.

In the figure 17 can be seen the answers for th&t mgportant advantages that
the energy audits can achieve (Question 10). Thgaoies were asked to choose
three most favorable advantages. According to éispandents finding the ways
to save energy and shaping the overall energy usathe company are the most
important advantages. Worth mentioning is that teas half of them replied that
supporting the environmental system would be amaathge, even though the
Confederation of Finnish Industries is supportingensive this kind of action.
With only ten answers, energy audits were not seera solution to improve
company’s imago. This may be due to the fact thargy audits are a common

procedure in Finland.

According to the answers for the question 10 (Feglir) the message that LUT
Energy should emphasize is that energy audits airfind the energy saving
potentials and to clarify the overall energy usafjghe company. If possible, the
case company could try to find out if the custor@mpany in question has an
environmental system and then also to emphasizéathdéhat energy audits also
support the company’s environmental system actsveier, this message should
be different from the competitors’ ones.
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The persons who make the decisions concerning grengngs and whom the

message and marketing efforts should be aimed am@yriocated in the place of

business. This case was in over the half of thepeomes (Figure 8, Question 1).
Second most common answer was that energy saviigiates are made inside

the company. Considering these answers it woulelalsg for the case company to
find out, who are the persons in charge of enespuas, for example by

contacting directly the company or searching thsqes from the company’s web
page. These persons are the target of the marketinige case company.

Service communication for LUT Energy

The respondents were inquired through which margethannels they have heard
about energy audit services. The most popular ceee avdirect contact from the
service provider, this was answered nine times;aasbe seen in the figure 12
(Question 4). The second most popular channel wasrasement and internet.
Nine respondents also answered other channels where company’s own
coaching, Motiva’'s coaching and different seminafsout energy savings.
According to these results the most effective miamge channels would be
personal contacts, advertisement in the newspapeds in the internet and
exhibitions. All of these channels are useful waysncrease case company’s

conspicuousness in the market, too.

After LUT Energy has defined the target customdmough ABC customer

selection and clarified the message that it waaterphasize to its potential
customers it is time to set the numeric targetarfarketing. In this case it would
be how many contacts will be received by usingedéht channels. This would
also help to decide in the future which marketihgrinels are most effective and
which not. In the internet advertising the numearget could be counted how
many people have visited the case company’s intggage and how many left
their contact details. Second target could be h@amyrtontacts will be get when
advertising, for example in the newspapers. Thindygét would be to calculate
how many contacts will be got from the differenhiitions.
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For the case company the advertising would be bedt easily done in the
internet. Logical, informative and easy to use \pelges are vital for customers to
get information. There could also be a place favileg personal contact details, if
casual internet users comes to LUT Energy intgpage and gets interested in the
service offered. Another way to advertise could diéerent energy branches
newspapers and local papers within the area ofhSkatelia and Kymenlaakso.
Advertisement in the news papers can be expensiwever, and that is why a
small one would be better for the case company.aivertisement could include
the LUT Energy’s image and some well-defined mamkgetslogan and little

information and contact details or just the compamyeb-page address.

However, in both cases of advertisements the meskdJ Energy wants to
emphasize has to be clear and easy to understartiebyarget groups. The
message should be that the case company offers dradiwide auditing services.
Because the students who do the energy auditienearyet experts, this is why
the message should not be that LUT Energy offeasepsional services. The
professionalism will be earned in the future thtougood works and their
references and earlier customers’ recommendationd &ord-of-mouth

communication.

Personal selling would be the best way to starintbheeasing of conspicuousness.
By sending e-mails and direct phone calls to thgetacompanies may get the best
results. The most important thing to find out i tiirst place is the customer’s
needs. After gaining sales through personal sellamgl more money for
advertising, using of different channels could bassdered.

Conspicuousness in publicity can be increased ¢iradvertising, well-known

works and by public presentations. Former refereraeze useful in this case, and
that is why the case company should continuouslteveome kind of references
about the auditing projects. These could be pubtish the company’s web page,

and the best ones could be given to the custonmerte firs meetings. LUT
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Energy could also ask about the local newspapletisey were willing to write a
story about the company’s work to help to improveergy efficiency. One
possibility to stand out in the public could alse to take part to the ABB’s
energy efficiency competition. (ABB_F, 2009) Moreubficity inside the
university could be increased by putting flyer ¢ thews stands, in order to

attract enough students to do their bachelor'smaaster’s thesis for LUT Energy.

Participating to the different exhibitions could bBe effective way to do sales
promotion. There are several exhibitions in theuf@twhere companies doing
business in the energy branch are gathering togefthese kinds of exhibitions

are Expomark in the year 2010 and vyearly arrangeerdy exhibitions.

Participating demands careful planning, preparatiod some kind of numeric
goals should be estimated. There is no use ofcgaating if there are no clear
goals. The most important goal in this case wo@ddomake the case company’s
service more acknowledged. In order to achievegbad LUT Energy could build

a stand, which states the service message andspuiough brochures to be
given away to the people visiting the stand. Béate for the stand could be a
corner place in the middle corridor. Case compadsy should remember to enroll

in time to the exhibition.

In order to attract people to the stand the casepany could arrange some kind
of info events and seminars about how companietdcsave energy by using
LUT Energy services. After the exhibition more infation, former references
and offers can be sent to the people visited attied. Because participating to
an exhibition requires a lot of investment, thelyriag whether the goals were

achieved or not has to be done afterwards.

Word-of-mouth communication is especially importaior LUT Energy to
manage, because the company is small one and dalting its services
marketing. The case company should find out whattlae ways how customers
find information about energy auditing issues and their offerings in view

there. Managing word-of-mouth communication andtiggtmore information
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about it could be done by interviewing former cas¢éos and ask about the new

customers how they find the case company and hewttbard about it.

7.2.6 Managing quality and customer expectations

Managing the quality and customer expectations tdsvdUT Energy auditing
services is difficult. This is, because the audits done by students, which may
not have all the field knowledge required and cahbe seen as experts in any
way, compared to competitors’ audit persons, wheeltealong time experience in
doing audits. However, the case company should kBomeoverturn the
customers’ expectations that students are as eapébbing audits as people who
have a longer experience and make them feel tkegbribe-quality relation of the

case company’s services is superb.

LUT Energy should remember that the basis for tlgatisfaction and customer
loyalty remains in the service quality it is offegi Managing the service quality
involves managing both the technical and pracieat of the quality. Technical
quality is the energy auditing work itself, and gireal quality is how the service
is delivered to the customer. Because of this kel tharketing work has to be
planned beforehand and on purpose. Even thougbanigy audit work would be
done accurately and well, the customer may feelttieservice quality was poor

if the delivery of the service falils.

The quality is composed of four factors, first lggithe tangibles. The case
company has to make sure, that the image and tlssage it is marketing to
customers both left the customer with a professiteeling. This means that all
the advertising, first meetings and the auditingrkwaself must be done
accurately and in time. Reliability, the secondtdacinfluencing the service
quality is based on time factor, too. Projects, tnge and all the other work have
to be done in time, as planned together with tretorner. The students who do
the audit work have to have responsiveness enaagthat audit projects are not

dropped out during the process. This means thatdbe company has to use time
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and effort before selecting the suitable studeotsefich audit project carefully,
and make sure that students will do the work withmtime limit. The last factor
involving the service quality is assurance. It bancreated by showing references
of former projects and discussing with the custanmfore beginning the project
about their needs and problems thorough. That wesfomer feels that LUT
Energy is there for trying to improve their sitwettj not only selling “a service”.
Also some kind of feed back bland could be senédoh customer after audit
project. In the blank customers’ could fill therelings, positive and negative
about the audit service and the marketing. Thislevtnelp to improve quality,
too.

In order to gain good quality to its services, ttase company has to fulfil
customers’ expectations. The experienced qualitguitt on all the actions the
company does. That is why the marketing and stsdemrk has to be monitored
so, that certain criteria will fulfil. These critarcould be that the marketing
message is always the same, the meetings are doreesay, the audit projects
are done according to certain predefined procedune the results to the company
are presented in similar way. This way, if the oostr has some expectations
towards the service provider, for example he/stseheard of the case company’s
former projects through word-of-mouth communicatidhe expectations will
disappear when the customer is treated in a simlay as former clients.
However, this means that the former projects &kenaare of creditably and the

former clients have been satisfied with the service

In the customer meeting situation the service plewvishould not promise too
much efficiency improvements, especially if the iind target does not have that
much potential, rather promise a little less thamwemThis way the customer does
not feel like his/her expectations did not comestamnd he/she may feel that the
quality was poor. But if the saving calculationsdaresults were better than
expected, the customer can feel surprised and hdetigwhen he/she did not

expect so much, and feels that the quality was goagbe even excellent.
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8 CONCLUSIONS AND RECOMMENDATIONS

The goal of this study was to find out how LUT Emeshould start marketing its
services, how the pricing of its services could demne and how customer
expectations towards its service could be managiedhis chapter, the three
research questions are being answered with cooadlsismade, based on the
received results and analyses of the results. Badhe research questions is
analyzed separately and the conclusions are pexb&rgether in the table as well.
The requirements for future research that arosengluhe research process are
being presented in this chapter and the studyatuated according to the general

evaluation criteria of qualitative research.

8.1 Conclusions

Research Question 1. What is the best way for LUfieEgy to start marketing

its auditing services?

According to target companies’ answers the mapputgf energy saving actions
is topical for them in the year 2009. There is r@dapotential especially in the

single audit targets, such in the pumps and inbitding technique processes.
Current energy efficiency market situation is gostgong and companies make
efforts to improve their actions’ efficiency. Theost important factors that affect
this now and in the future are the price of enedinections of the authorities and
the improving of production and material efficiencdlso the current public

opinion may require actions to stop wasting enengy companies have to act in a

responsible way.

The legislation also requires companies to invest energy efficiency. Most of

the actions are still voluntary but this situatiomy change quite fast and
therefore the companies should already start tloessary preparations. There
will be legislations demands both from the staté faom the EU. Companies who
will subscribe to the legislation agreements wal/a to carry out energy audits or
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analyses, that strongly increases need for themdskbf services. Finnish
companies have already successfully participatea energy consumption work
but there are still many targets, especially in #mall and medium-sized

industrial branch.

There are rather many same kind and sized companibe Finnish market for

the case company. The most important factor thatindjuishes companies’
services is whether they are authorized by Motivaai. This can be a positive
factor, if the customer gets benefits to pay thergy audits and it can be a
negative factor if this decision making processhaf allocation takes a long time

because major savings could be achieved alreadiygdilve waiting period.

LUT Energy’s own market position is not strong y@hly few energy audits have
been done so far, as the references in the Appdnsinow. But the case company
has a great capacity to improve the situation aexbime a well-known energy
audit service provider especially inside the regioncerning South Karelia and
Kymenlaakso. The reputation of Lappeenranta Unityersf Technology as a
skilled institution helps here to make the serviseen as accurate and more

professional.

The target companies for the case company are asmalinedium sized industrial
companies and communal institutions, such as vpatefication plants in the area
of South Karelia and Kymenlaakso. These target emes should have more
than five employees and some kind of industriadpation. The target companies
are classified by using the ABC customer selecéioccording to the energy audit
needs they have into four categories. Most impottang to achieve are not only

purchases, but also connections to the company.

The customer satisfaction is the right procedurdte case company to choose as
its customer relationship strategy. This strategyused in every customer
meeting. Good client service is the key for longrterelationships. In every

meeting the customers need to feel that LUT Energgtvices are here to help to
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improve customers’ energy efficiency and profitayiin the long run. In this way
long-lasting relationships between the customezst@ade and customers may be
willing to purchase many audits form LUT Energy.efé could also be an
additional person to be hired to handle the custameeting, when the other co-

operator handles the managing of auditing works.

Actionsthat LUT Energy could do in its marketing:

Firstly, in order to clarify the marketing the case conydmas to clarify its

service concept. The core service is the energitiagdnd the accessory service
is the guidance of the students to the client camppin addition to these, LUT

Energy should add some kind of extra support sertacits service concept, in
order to stand out in the market and make the semiore attractive from the
customers’ point of view. These kinds of servicesilld be energy saving
education and seminars to the company, beforeter #fe auditing process for

extra charge.

Secondly, the service LUT Energy is offering will be dividleto two offers:

* Energy audit for pumps and fans

* Energy audit for building technique

These two seem to be the two biggest auditing targecording to the target
companies’ opinions. After these actions some kihdumeric targets should be
made. This could mean how many audits should be dothin a year and how
many contacts have been made. Both of these saffers should be productized

and well-defined on the paper, so that the cust&mews exactly what it gets.

Thirdly, LUT Energy should clarify its message that it aito send to its
customers. This message is then used in the aslngrtipamphlets and every

where the company presents itself in the publie iessage could be due to the
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needs of the customers, which were finding the waysave energy and shaping

the overall energy usage.

Fourthly, the marketing of the case company’s servicesiw dy the help of the
three-way model. Both of the two services offeresl marketed in the same way
and simultaneously, but the parting has to be nthel@r, so that the customer
knows the difference. Technical details have tosbparated so that possible
misunderstandings will be minimal. At the earlygstat is important to awake
interest. This means advertising in the newspapand in the internet,
participating exhibitions and performing in the pabAlso direct contacts to the
companies help. LUT Energy could ask from the lomalspapers, such as Etela-
Saimaa, Kouvolan Sanomat and energy issued magaiitieey could make a
story about them, this would increase conspicu@assine the target area. At the
same time an advertisement of the case companyl dmilpublished, with the
company’s message it wants to state, logo and \w&gb pddress. This also means
that the web page should be renewed first so thatould include a box for
leaving contact details, example energy saving uwialions, some reference
stories and detailed service offers for basic/wiaedition, manufacturing
process/building technique process and for enetfigiemcy education/seminars.
There should also be links to the newspapers stoaghibitions and public
presentations where the case company has presamtedill be present. At the
same time when information details about the twwise offers are published at
the web page, also pamphlets are printed to shdletoustomers in the meetings

and to be distributed at the exhibitions.

After the early stage the buying process stagenseglere the marketing of LUT
Energy services is aimed to the persons respong&iblthe energy issues in the
company. Because half of the survey questionnairepanies replied that they
would be interested to have more information alemeérgy saving services, the
persons responsible for energy issues are apprddghe-mail or by direct phone
call. By this time the case company should alssdmehow familiar from the

public and newspapers. The persons are inquirethehthey would like to have
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more information about the case company’'s servara$s what kind of energy
audit needs they could have. In the approach e-shaillld also be a link to the
company’s web page, where the interested custoroeldwind former references
about the auditing targets and specified servider®ffor basic and wider
auditions.

After the buying process comes the consuming peoddsre actual sales happen
and long-term customer relationships are creatée. most important thing to
remember here is to collect references for to bedus the future. A good
reference list is a sign of a qualified service viter. Customers are also
encouraged to word-of-mouth communication, to &dbut the results of the
audits to their interest groups. This could alslp ihe improve not only customer

companies’ but also LUT Energy’s image.

Research Question 2What is the optimal prize or pricing policy for thease

company’s service?

According to the results of the survey questiorendlie best price for LUT
Energy’s services would be less than five thousaanrbs. But this fixed price
may reflect to the quality of the service from ttestomer’s point of view and
some of the auditing targets may require more ame effort and that is why this
kind of fixed price is not suitable for the casengany. Neither this fixed pricing
differs from the competitors prices, which it shibalo because of the Motiva’s
monetary support. Re-planning of prices is neededdspecially if LUT Energy

divides its services into two separate offers.

The best policy for LUT Energy’s service pricingutt be that the price is
proportioned to the future savings. By using thigipg method both the case
company and the customer see immediately whaharentnimum and maximum
prices for the service even though the service avbeltailored for each and every
client individually. Additional prices would be atgd for extra services if the

customer decides to purchase those too. If theremany auditing targets in the
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company this proportioned price could also be dgido that the first auditing
would be free of charge and just after that théatuer pays the price according

to the pricing method.

Research Question 3. How to manage customer expgxta towards quality of

LUT Energy auditing services?

In order to make the customers to see LUT Energyiditing services as
professional as competitors’ ones it has to make that both the technical and
functional quality is managed properly. Becausth all the marketing work has
to be planned beforehand and on purpose. Manapmgjuality of the service
means managing the four quality factors. The casapany’s image and the
message it is marketing to the customers has o beler and leave the customer
with a professional feeling. Customer meetings hHavee handled accurately and
in time and the students who are selected to daliffierent audits have to be
selected carefully, too. Existing references oflwehe former works show the
customers that LUT Energy is as capable of doirdjtauas competitors, maybe
even more capable because of the University's eXpmwledge at the field of
energy efficiency supporting the students work.e&d back bland could be sent
to the customers after each project so that thétguean be monitored and made

even better.

In order to fade out customer expectations towdrnd3 Energy services the
auditing work has to be monitored so that everytausr gets same kind of
service and will be treated in the same way. Tleip$to decrease doubts of the
customers about the quality, if there is word-ofuthocommunication between
customers. The customer should also be left wishi@erb feeling of the quality.
This means that the service provider should nomge too much efficiency
improvements, better is to promise less than maor@ let the customer be

surprised of the results.
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The answers to the three research questions wittiugions for them can be seen
in the table 9.
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Table 10. The answers to the three research quest®

Research questions

Answers to the research question

1. What is the best way for LUT Energy to Conclusion 1. Currently there is a great

start marketing its auditing services?

2. What is the optimal prize or pricing
policy for the case company’s service?

potential for energy audit services and also the
legislation requires companies to improve their
energy efficiency. However, LUT Energy’'s
market position is not strong yet, but the
reputation of the LUT could improve the
situation especially in the target regions.

Conclusion 2. Target companies for the case
company are small and medium sized
industrial companies  and communal
institutions. These companies are classified by
using ABC customer selection and the
customer satisfaction procedure is chosen as a
customer relationship strategy for the case
company.

Conclusion 3. The case company should
clarify its service concept and add some kind
of extra support service, like education and
seminars to its service offer.

Conclusion 4.LUT Energy should divide its
service offering into two offers: Energy audit
for pumps and fans and Energy audit for
building technique

Conclusion 5.LUT Energy should clarify its
marketing message that it wants to send to its
customers.

Conclusion 6 The marketing of the case
company’s services is done by the help of the
three-way model

Conclusion 7. The best price for LUT
Energy’s services is less than five thousand
Euros and the best policy for LUT Energy’s
service pricing could be that the price is
proportioned to the future savings.

3. How to manage customer expectationsConclusion 8.To make the customers to see

towards quality of LUT Energy auditing
services?

LUT Energy’s services as professional ones it
has to make sure that both dimensions of the
quality are the managed properly.

Conclusion 9. To fade out customer
expectations towards LUT Energy services the
auditing work has to be monitored so that
every customer gets same kind of service and
will be treated in the similar way.
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8.2 Evaluation of the quality of the results

When evaluating the overall success of the questiog, | am confident with the
results and satisfied with the response rate, widatuite high, 84. The survey
questionnaire measures the things it was plannechdgasure, and it helps to
answer especially the research question one analpathe research question
two. Research question three was mainly answertidtiae help of the theoretical
part. However, because of the readily made ansvwpiors in the survey
guestionnaire some respondents may have been atsveecording to the

options, and then the real opinions of the respotzdmay stay hidden.

The questionnaire was sent to persons who arenstge for the energy issues at
the target companies. However, in some cases #pomdent may have been a
person who does not know anything about the enisspes of his/her company

and may just have answered to the questionnaaeganeral way.

Because the respondents were able to answer anosiyrend | do not believe
that respondents answered dishonestly, or at Iedstind the amount of these
answers relatively low. | find the answers of th@vey questionnaire quite
reliable, though the authenticity of the answens nat be verified. In order to
note the inner reliability of the measurement taens kinds of statistical units
should have been measured repeatedly but | waatethke the questionnaire as
simple as possible to answer so the same kindsiedtipns were not repeated. |
also wanted to get as many answers as possibléatotite opinions of the
respondents would be seen more explicit. The ouwé&hability could be
authenticated by repeating the measurements i o#isearches and situations.
The reliability of this research may decrease #hatively low amount of samples
(56).
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The answers and data that were received by theguuwestionnaire could have
been analyzed more, for example by using the dadagation of certain answers.
This may have given more in depth answers and ampsiHowever, | already
found that the answers of the questionnaire iteelp to answer the research
guestions enough, and that is why this no crosska#ibn was done.

8.3 Further research needs

This chapter presents the issues that came up wialeng the thesis, and may
require further studying because it may bring s@xiea value for LUT Energy.
The main research need concerns the marketinghaatioLUT Energy’s services.
Because this study produced only base lines forc#se company’s marketing,
more in depth study especially for the marketingnpfor each ABC customer

selection’s groups would be helpful.

Research need 1: Clarifying the marketing plans for each customeugs

This requires the case company to clarify moredpthl its marketing plans and
brochures of the services it is offering for eaéihese groups that it selects in
order to market its services in a professional waynay also require further
marketing research and analyses of the customeesisa

Research need 2: Word-of-mouth communication

The company could find out how the word-of-moutimoaunication between its
customers conducts. What the companies tend tedel other about the services
they purchase or do they tell anything. This furttesearch helps to manage the
guality of the service the case company is offering
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Research need 3: Re-planning of services offered

In the future LUT Energy could find out whether ttistribution into two service
offers is the best for each customer or not. If itamay require re-planning and
maybe some adjustments into its services. The caspany also could consider

adding more extra services into the service offet just education and seminars.

Research need 4: Marketing channels

Some time should also be sacrificed in the futerehink about the marketing
channels. The case company should find out whickhefproposed marketing
channels (newspaper ads, exhibitions, direct ealtsinternet) are most effective
and bring most contacts and customers to its ssvithe channels with least

contacts should be dropped out and consider somenes.
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APPENDIX 1: Energy auditing companies at the Fihmgarket*

Company Authorized Services offered Employees Location
by Motiva
ARE Yes Properties’ energy efficiency 1900 Vanta
Conres Yes Energy survey 3 Vantaa
Industry’s energy audits and
energy surveys
Energy analysis of process
industry
Elomatic No Properties’ and industry’s 700 Turku
energy efficiency
Energy analysis of process
industry
Emati Oy Yes Properties’ energy efficienc Espo
Empower Oy No Consulting services for the 3000 Helsinki
improving of energy efficiency
Energiakolmio No Energy efficiency services for 58 Jyvaskyla
private and public sectors
Enespa Yes Properties’ energy efficiengy 1-4 Hélsi
Fatman Yes Energy survey Under 50 Helsinki
Industry’s energy audits
Finnenergia Yes Properties’ energy efficiengy 2 Kuopio
Industry’s energy audits
Energy analysis of process
industry
Fortum No Energy efficiency services for 14000 Espoo
companies
Foster Wheeler Yes 500 Espoo
Energia
LVIS- No Residential and business Helsinki
Insinddritoimisto Olli properties’ energy surveys
Linnermo Oy
Millat konsultointi Yes Energy audits Helsinki
Oy
Oy Indmeas AB No Power plants’ energy surveys 20 poBs
P&yry Building Yes Energy surveys 250 Espoo
Services Oy
TAC Finland Oy Yes Properties’ energy efficiency 300 Vantaa
YIT Yes Energy analysis and energy| 26000 Helsinki
efficiency services
WSP Environmental Yes Energy audits for industry, 350 Helsinki

Oy

power plants and properties

*All the information of table has been found frore tompanies’ internet pages



APPENDIX 2: The covering letter of the e-mail

KYSELY ENERGIAKATSELMUSPALVELUJEN HANKKIMISESTA
Arvoisa Vastaanottaja!

Talla tutkimuksella pyritdan kartoittamaan yritykee mielipiteita LUT Energian
energiakatselmuspalvelujen hankkimisesta. Tutkimws osa diplomity6td, jonka
teettgjana toimii Lappeenrannan Teknillisen YliogisEnergiatekniikan yksikko.

Tutkimukseen vastaaminen tapahtuu internetissékimius sisdltdd 11 kysymysta ja
aikaa vastaamiseen menee noin 5 minuuttia. Padsettdyyn klikkaamalla alla olevaa
linkkia.

#codelink

Vastaathan kyselyyn mahdollisimman pian, kuitenkimeistaan torstaina 7.5.2009.
Vastausajan paattymisen jalkeen kaikkien vastanneigh kesken arvotaan ilmainen
energiakatselmusVoittajaan tullaan ottamaan yhteytta 11.5.2009 messa.

Kyselystd saatavia tietoja kasitelldadn ehdottomamttdmuksellisesti. Tutkimus
julkaistaan diplomityona loppukesasta 2009. Mikéiila on kysyttavaa kyselysta, voitte
ottaa yhteyttd kyselyn tekijaan.

Yhteystietojen jalkeen on lisétietoa LUT EnergiareEjiakatselmuksista.
Lammin kiitos vastauksista jo etukateen!
Ystavallisin terveisin,

Antti Tuviala
Tekniikan Yo
E-mail: tuviala@lut.fi
Puh: 0405683670

LUT Energian Energiakatselmus

Lappeenrannan teknillisen yliopiston LUT Energiarjdaman energiakatselmuksen
avulla voit sadastaa energiaa ja ymparistdasi. Aotameollisuus- ja kuntasektorin
energiankuluttajia vastaamaan ilmastonmuutoksettaas@an haasteeseen suorittamalla
energiakatselmuksia erilaisiin kohteisiin.

Erityisosaamisemme  keskittyy pumppausprosessien rgiatgkasteluihin, mutta
toteutamme myo6s laajempia tuotantoprosessien evemgitarkasteluja sekd katsauksia
esimerkiksi kiinteistdjen energiankulutukseen.

Energiakatselmuksen tuloksena esitetaan:

« Kohteen nykyinen energiankayttt ja sen saastopgatdint
e Tekniset toimenpiteet saaston saavuttamiseksi

* Investointien takaisinmaksuaika

« Hiilidioksidipaastévahennys



APPENDIX 3: The survey questionnaire

1. Milla tasolla energiansaastoihin liittyvat paattkgetyksessanne tehdaan?

Konserni
Toimipaikka
Kunta

Muu, mika?

Miten suuri energiansdastopotentiaali toimipaikasgaon arvionne mukaan?

Suuri
Pieni
Ei juuri mitdan
En osaa sanoa

Onko energiansaastétoimenpiteiden kartoittaminerntykgessanne/toimipaikassanne
ajankohtaista?

Kylla
Ei
En osaa sanoa

Onko energiankatselmustoiminta teille tuttua?

Kylla
Ei

Jos energiankatselmustoiminta on teille tuttua, kénikanavien kautta olette kuulleet
niista?

Internet

Messut

Mainokset

Myyntimiehet

Suora yhteydenotto katselmuksen tekijalta
Muu, mika?

Misséa kohteissa toimipaikassanne tarve energiaglkatsksille mahdollisesti on?

Atk-laitteet
lImanvaihto
Lammitys
Lamminkayttovesi
Lammontalteenotto
Paineilmajarjestelma
Tuotantoprosessi
Valaistus

Muu, mika?

Onko toimipaikassanne tehty tai tullaanko tulevag®ssa tekemaan
energiakatselmuksia?

Kylla
Ei
En osaa sanoa



APPENDIX 3: The survey questionnaire

8. Paljonko arvionne mukaan yrityksellanne/toimipdikahe on rahaa kaytettavissa
energiansaastoselvitysten tekemiseen?

Alle 5000€
5000€ - 15000€
Yli 15000€

9. Olisitteko kiinnostuneet saamaan lisda tietoa eakaselmustoiminnasta?

Kylla
Ei

10. Mika tai mitkd ovat mielestanne tarkeimmat eduttdnménergiakatselmuksilla halutaan
saavuttaa?

Energian kaytdn kokonaistilanteen hahmottuminen
Energiakustannusten saastomahdollisuuksien 16ygmin

Yrityksen imagon parantaminen

Yrityksen toiminnan laadun parantaminen

CO»-paastojen vahentaminen

Vapaaehtoisen energianséastdosopimuksen velvoittsakevuttaminen
Ymparistojarjestelmén mukaisen toiminnan tukeminen
Ymparistovaikutusten vahentaminen

11. Olisitteko kiinnostunut hankkimaan energiankatsedsan LUT Energialta?
Kylla

Ei
Ehka



APPENDIX 4. LUT Energy / CDMC's references

Tekija Aihe Tyon laatu
Useita tekijoitd, LUT Energia | N. 350 erilaista diplitydtéd energiatehokkuuden aihepiirisid  Diplomity®
Viholainen, Juha Taajuusmuuttaja virtausmittarina es#tyo
Hammo, Simo ; Viholainen,
Juha The accuracy of flow calculation without migigr Julkaisu
Ymparistdtekniikan yksikko Valtakunnalliset pumpppéivat Tapahtuma
Viholainen, Juha Taajuusmuuttaja virtausmittarina es#tyd
Varri, Hanna Rinnankayvien pumppujen energiatarkaste Diplomity®
Hammo, Simo; Viholainen,
Juha Flow measurement of parallel pumping systems Julkaisu
Ruuskanen, Anne Optimization of energy consumptionastewater pumping| Diplomityd
Jokiranta, Jarkko Teollisuuden energiansdasto idaatintyd
Lampen, Heidi; Tanskanen, Erikois-

Riikka; Kortelainen, Juha;
Tikka, Tuomas; Talberg, Auli

Energia-auditoinnit: pumppausprosessien energiiehs

,kandidaatti- ja
DI-tyot

Ymparistdtekniikan yksikko Valtakunnalliset pumpppéivat Tapahtuma

Nenonen, Heli Pumppauksen energiakulut, Matlabukimti Kesatyo
Developing of the Variable Speed Drive —contraimulated

Viholainen, Juha parallel pumping systems Diplomity®

Ramu, Jenni Water Treatment Technology Opetusraater|

Juhmen, Jaano Spec for pump consultants Piemugki

Viholainen, Juha

Rinnankayvien pumppujen ohjaustapojen kehittdminen
simulointiympéaristdssa

Tutkimusraportti

Ympéristétekniikan yksikkd Valtakunnalliset pumpppéivat Tapahtuma
Calculation analysis of energy saving tools fordaa pump

Taskinen, Teemu applications Diplomity®
Competitor comparison: variable speed drives in gogp

Aranto, Niina applications Diplomityd

Koskinen, Ville Energiaa saastava uusi viemarivepi@mppausteknologia Diplomity®

Kortelainen, Juha Supplier energy audits in thenpoaber plants Diplomity6
Life cycle cost in heating, ventilation and air-d@foning

Valimaki, Essi systems with drive Diplomity®

Aranto, Niina

Competitor comparison |lI: variable speed drivesumping
applications

Tutkimusraportti

Future development of energy efficiency in the stdgin the

Karhula, Sanna European Union Diplomity®
Power consumption in carbon capture and storagerags
(CCS) and possibilities to reduce power consumptiiim w

Rantsi, Jari variable speed drives Diplomity6

Aranto, Niina

Energia-auditointi: Nordkalk Oyj Abp:n vesilaitos
Lappeenrannassa

Tutkimusraportti

Aranto, Niina

Energia-auditointi: Energiankulutus ja potentiagtlis
saastokohteet ABB Oy Pitjianmaen elektroniikkatehaaall

Tutkimusraportti

Rouvinen, Satu; Aranto, Niina

Energia-auditointi: Kauko-Telkon Haminan terminaali
pumppaamo

Tutkimusraportti

Rossi, Mikael

Energia-auditointi: ABB Oy Pitjanméaen elektroniikkat@an
valaistus

Kandidaatintyd

Sinkkonen, Anssi

Energia-auditointi: ABB Oy Pitdjanmaen elektroniikidatlas:
Lammontalteenotto ja sen kannattavuus erdassa
ilmastointikohteessa

Kandidaatintyd

Kainulainen, Piia; Kosonen,
Ella

Energia-auditointi: Energiankulutus ja potentiaatlis
sééstokohteet ABB Oy Pitjdinméen Tellus- ja Servit@Edsa

Kandidaatintyd

Erkkila, Satu

Energia-auditointi: Energiankulutus ja potentiaatlis
saastokohteet ABB Oy Pitjianméen Konetehtaalla

Kandidaatintyd

Viholainen, Juha

Uusi Energiaa saastava ohjaustapa: rinnankayvimmppujen
ohjaus dynaamisten toiminta-arvojen avulla

Jatko-opinnot,
useita julkaisuja







