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Abstract

The globalization has created a business environment where firms experience a significantly higher
pace of change. Further, the increasing changes in the environment drive the need for continuous
introduction of new innovations. Therefore, it is considered to be important for established firms to
test and experiment efficiently with new business models in a structured way, to maintain a
competitive advantage on the market.

The purpose of this master thesis is to identify and develop opportunities for innovative service
business models, scalable and profitable, within the Global Incontinence Category at SCA Hygiene
Products. These should be provided towards nursing homes in the market for professional elderly
care. In addition, the aim is to develop a process model that allows established firms to test and
experiment with new business models in an efficient and structured way. Finally, the intention is to
contribute to the discussion about the role of capabilities and users in connection to the creation of
new business models.

The developed process model is based on theory from the literature study. The first phase in the
process model maps the internal conditions of the firm, the second phase is external and influenced
by Blank and Dorf’s (2012) customer development method, and the third final phase is an
assessment phase were it is analyzed whether the firm can profit from the proposed business model.
The process model is applied in a qualitative case study carried out at SCA Hygiene Products, where
the data collection mainly involved 13 internal and 25 external interviews.

The findings led to the creation of a service business model for an education service, aimed towards
nursing homes. The education service was customized according to the users’ identified problems
and needs, and the result was a suggested education program with a mix of e-learning and personal
education.

The proposed business model has not yet been implemented, but based on present knowledge and
the used theory, it is concluded to be innovative, profitable and scalable. The main benefit with the
developed process model was concluded to be the combination of a cost-efficient method that
consider the internal conditions, while also incorporating an external element where users are
involved and creativity is spurred.
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1. Introduction

The globalization has created a business environment where firms experience a significantly higher
pace of change. Grant argue that the increasingly volatile environment effect customers’ needs and
desires, resulting in more rapid changes in customer preferences (Grant, 1991). The increasing
changes in the environment drive the need for continuous introduction of new innovations with a
mix of different character such as radical and incremental, in order for companies to sustain their
competitive advantage and continue to capture value (Garcia & Calantone, 2002). A common area of
interest where many companies aim to develop their business today is within service innovation and
business model innovation. Some of the reasons are that the pure service sector represents three
quarters of the developed world’s economy and it has been identified that some “traditional”
manufacturing firms have managed to generate over fifty percent of their revenues from services

(Neely and Visnjic, 2011).

Another effect of the changing environment is that companies often are presented with shorter
lifecycles for innovations. This creates a higher pressure for managers and entrepreneurs to assess
and identify new opportunities faster than before, which has led to an increasingly complex
environment with higher time constraints and faster technology changes. The complexity is a result
of an increasing set of choices and opportunities. As a result, managers might struggle with
understanding how business models work and creates value (Osterwalder, 2004). However, it is not
always a problem for the entrepreneur or manager to grasp the overall understanding of a potential
business opportunity. Instead it can be an issue of how to share insights and interdependence of a
business opportunity with stakeholders (Linder & Cantrell, 2000). A response to this is the concept of
business models that has become very popular among academics and widely applied as a tool in
firms (Osterwalder, 2004).

Business models allow managers to gain a better overview of existing opportunities, the value they
can create for customers and how much value the firm can capture. In order to do so it presents key
components of a business model, their relation and the overall logic of earnings. Thereby, the
business model concept enables the user to structure and share the understanding of the key
elements of business ideas (Osterwalder, 2004). An important observation, made by Chesbrough &
Rosenbloom (2002), is that the acts of identifying and executing new business models are of an
entrepreneurial character. In line with this, a broad understanding among many authors is that the
creation of new business models require both experimentation and testing (Gunther & McGrath,
2009; Brink & Holmén, 2009; Neely and Visnjic, 2011, Chesbrough & Rosenbloom, 2002; Bjorkdahl &
Holmén 2013; Murray & Tripsas, 2004). Harper (2003) and Gunther & McGrath (2009) argue that this
is best done via hypothesis driven theory testing. This comprehends stating hypothesis on potential
problems, needs and solutions based on the present knowledge (Harper, 2003). The reason is that
even if trends and problems are known in advance, it is hard to foresee the best way to capture value
from these (Gunther McGrath, 2009).

The customer development method is a method that uses hypothesis driven theory testing as a basis
for testing and experimenting with new business ideas. The method was developed by Blank & Dorf
to provide a structured approach that allows entrepreneurs to experiment and test with business
models by using the business model canvas created by Alexander Osterwalder (Blank & Dorf, 2012).
Utilizing a structured approach has been identified by several authors to be of great importance



when experimenting with business models. Moreover, an important perspective in the customer
development method is that it includes customers in the testing and experimentation process. This
approach is supported by Gunther & McGrath (2009) along with other authors, whom state that
customers have to be part of business model development (Drucker, 1985; Sawney et al., 2004;
Neely and Visnjic, 2011). The reason is that the customer perspective is perceived to be left out too
often, leading to that companies fail to capture value with new business models (Gunther &
McGrath, 2009). Additionally, it is not only important to understand the customer needs but also to
gain an understanding of the business environment of the customer (Neely and Visnjic, 2011). Once
the business environment is understood, it is easier to identify who the benefiter is, who often is the
originator of many innovations (von Hippel, 1988; Peter Drucker, 1985; Schilling, 2010).

Even though the customer development method presents a good model for entrepreneurs to test
and experiment with new business ideas, established companies have different preconditions. While
entrepreneurs often start from a blank sheet of paper, established companies have to consider
existing business. The resource based view argues that the resources and capabilities that exist
within a company are the foundation of its competitive advantage. Continuing, it states that the
competitive advantage create the foundation of the strategy firms’ pursue (Grant, 1991). In line with
this Prahalad & Hamel (1990) argue that firms’ core competences are what enable the firms to
perform and profit from its innovations. Brink & Holmén (2009) goes further and identifies that the
creation of new business models are dependent upon existing resources and capabilities. As an effect
existing resources and capabilities needs to be taken into consideration when testing and
experimenting with new business models. However, as recognized by Moran & Ghoshal (1999),
established companies do not have abundant resources and the capabilities are often underused. As
a result firms have to be careful in how resources are allocated, which opportunities are acted upon
and the extent of experimentation.

To summarize, there is a need for established companies to test and experiment with business
models in a structured manner that both consider internal conditions and external customer
preferences. This is of interest since Bjorkdahl & Holmén (2013) has recognized that there is a
shortage of research concerning how to test and experiment efficiently. Moreover, they conclude
that the role of customers and capabilities is unclear in relation to development of new business
models.

This thesis is carried out at SCA Hygiene Products, one of the world’s largest manufacturers of
hygiene products such as incontinence products (TENA), baby diapers (Libero), tissues (Tork) and
feminine care products (Libresse). SCA has managed to gain a leading position within the area of
incontinence products and the company is in many senses driving the development of new products.
However, in the last ten years the market for elderly care has experienced a shift where customer
have become more price concerned and less quality oriented. One major contributing factor to this
trend is that many products are becoming more commoditized. For example, for TENA incontinence
products, within the elderly care market, many producers have reached similar absorption ability and
offer products with a good fit. Even though TENA still has a higher product quality, competitors are
catching up as some areas have reached a good enough level regarding what customers are willing to
pay for. This led to the creation of the “free” service offer, TENA Solutions, which has been a mean to
create more value for customers in relation to the products. Although SCA has always been a
customer and service focused company TENA Solution was the first service offer created. The TENA



Solutions offer has been successful in helping TENA keep their customers and buy TENA products,
and as a consequence it has grown over the years. The problem is that SCA are only able to charge
the customers for the products they deliver; not the large value they create through service. With
this background, SCA’s aim with this master thesis was to investigate the possibilities to start
charging for the existing services they provide towards nursing homes in the elderly care industry
today, or find new profitable service offers. A more detailed description of the scope is given in the
purpose paragraph below.

1.1 Purpose & aim

The purpose of this master thesis is to identify opportunities for innovative service business models
within the Global Incontinence Category at SCA Hygiene Products, provided towards nursing homes
in the market for professional elderly care. Moreover, the proposed service business model should
also be characterized by its ability to be profitable and scalable.

In addition, the aim is to develop a process model that allow established firms to test and experiment
with new business models in an efficient and structured way, including both the internal perspective
and the customer perspective. The development of the process model aims to draw on the customer
development method presented by Blank & Dorf (2012) together with literature that concern how
established companies are effected by its internal conditions and how to profit from innovation.
Finally, the thesis intends to contribute to the discussion concerning the role of resources,
capabilities and customers in the testing and experimentation with new business models.

1.2 Academic contribution

As described earlier, the concept of business models has become increasingly popular due to a
number of reasons. The work of developing new business models requires experimentation and
testing, but it exist little research concerning how established companies can do this in an efficient
manner. As mentioned earlier, the customer development method is a commonly used method
among entrepreneurs since it offers a structure for testing and experimenting with new business
models. However, the method is built for startups and has not been applied within established firms
to a large extent. Therefore it is believed to be of interest to modify and adapt the method so it can
be used as a tool in established firms for testing and experimenting with new business models. In
contrast to startups, established firms have considerable investments in capabilities, resources and
existing customers. Therefore it is of academic interest to develop a process model based on theory
that enable firms to efficiently test and experiment with new business models, yet consider the
internal conditions. Bjérkdahl & Holmén (2013) has pointed out that, how existing capabilities and
resources affect the creation of new business models, especially in connection to business model
innovation, is relatively unknown. Further, how to test and experiment with business models
efficiently in established companies, as well as users’ role in this process, has not been investigated
thoroughly. Therefore, this is identified as an interesting area to discuss, in relation to the outcome
and experiences from using the developed process model in our study.



1.3 Report outline

To orientate the reader, a brief outline of the report is presented here. In chapter 5, a process model
will be built that allow established firms to experiment with business models. The developed process
model consists of three different phases; the first phase maps the internal conditions of the firm, the
second phase is external and influenced by Blank and Dorf’s (2012) customer development method,
and the third final phase is an assessment phase were it is analyzed whether the proposed business
model is aligned with the firm’s strategy or not. In chapter 6, the process model is applied in a
qualitative case study carried out at SCA Hygiene Products, with the purpose of finding an innovative,
profitable and scalable business model. The resulting business model is a modern education program
that consists of a mix of e-learning and personal education. The resulting business model will then be
analyzed in chapter 7 and a discussion about the insights from applying the process model is held in
chapter 8. Finally, the conclusions are presented in chapter 9.



2. Theory

This chapter will present the main literature which this thesis has been based on. First, literature
within the areas of the Osterwalder business model canvas is introduced followed by the customer
development method. The intension is to introduce the reader to the business model canvas since it
is used as a fundamental tool in this thesis for the development of business models. Further, the
customer development method has been applied as a part of the developed process model,
described more thoroughly later on in the report. In addition, literature from a variety of areas is
introduced for the development of the process model and to act as a basis for the analysis.

2.1 Business model canvas

According to Osterwalder (2004) the business model concept has grown popular due to changes in
the business environment inferred by globalization and information technology. He stresses that this
has resulted in faster technology changes with the effect of higher uncertainty, time constraints and
complexity. Further Linder and Cantrell (2000) point out that even though many entrepreneurs can
manage to maintain an understanding of their business they are rarely able to communicate this in a
clear and simple way. Osterwalder (2004) point out that the increasing amount of choices has made
the task of managers significantly harder. The business model enables managers to gain a better
overview of different choices concerning the demands they create and the opportunities they
present. Further, he describes the business model as a means to create a blueprint for the
implementation of strategy within an enterprise. Below, the definition for business models,
according to Osterwalder (2004, s.15), is introduced in order to give the reader an initial overall
understanding.

“A business model is a conceptual tool that contains a set of elements and their relationships and
allow expressing a company's logic of earning money. It is a description of the value a company
offers to one or several segments of customers and the architecture of the firm and its network of
partners for creating, marketing and delivering this value and relationship capital, in order to
generate profitable and sustainable revenue streams.”

The business model canvas is compilation of what Osterwalder (2004) found to be the key
components in the generation of a general business model. The model is the result of a
comprehensive comparative study with the aim to create a general and simple model for generating
and sharing business models as a result of the trends mentioned earlier. The model consists of 9
elements that are interlinked among each other consisting of Customer segment, Customer
relationship, Channels, Value proposition, Key activities, Key resources, Key partners, cost structure
and revenue stream. These can then be grouped together into an internal, external and financial
aspect of interest for the purpose of this report. The canvas is illustrated in figure 1 below, while the
content and characteristics of each element is described more in detail further on.



The Business Model Canvas
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Figure 1: Osterwalder's business model canvas.

The Value proposition is positioned in the center of the canvas as seen in figure 1 above and is
likewise the center of the business model. Osterwalder (2010, s22) describes the value proposition as
“the bund of products that create value for a specific customer segment”. The design of the value
proposition can differ extensively depending from time to time in terms of what it and how much
comprehends as well as its innovativeness. It can consist of aggregations of existing products or
services or single new innovations. In the end the customer and its need and problem is what makes
up the value proposition. After the value proposition and customer segment has been decided the
rest of the business model canvas is adapted and designed in order to provide the value in such a
manner that is of interest for the customer.

2.1.1 Right-hand side

Osterwalder (2004) refers to the right hand side of the canvas as the customer interface as it covers
all the customer related aspects in the business model. On this side he includes the customer
segments, customer relationships and distribution channels. This part is therefore considered as the
external part of the canvas as it describe how and to whom the value proposition is delivered to.
Together the different elements connect to each other and help break down the essence of the
external interaction with clients. In doing so, it contextualizes the different aspects of how the
customer segment is connected to the value proposition through the customer relationships and
channels.

The Customers Segment element is intended to identify the different organizations and people that
are intended to be served in a business. It is of essence in the building of a business model as it
identifies potential profitable customers and the needs and problems that exist within their
environment that yields a business opportunity. (Osterwalder, 2010)This element mainly concerned



with segmenting in order to determine a distinct customer group that allows the business to
effectively focus its resources. By displaying the different options it enables the user to create an
overview of customers and make conscious choices of whom to serve. When this choice is made a
more thorough understanding of the needs and problems can be created. Further, it enables the user
to identify which group of customers that | most attracted by the value proposition. (Osterwalder,
2004). Osterwalder (2010) mention that different types of segments that can be considered are mass
markets and niche markets.

The Channels element describes how an enterprise interacts and delivers the value proposition to its
clients. As the channel is a major means of communication to the client and where interaction occurs
it is imperative that a suitable channel is selected. The channel should respond to the way customers
prefer to be reached, deliver the value proposition without constraints while done in a cost-effective
manner. This opens up for several designs by using either direct or indirect channels or a
combination. Apart from that, there are many aspects that need to be considered. Awareness has to
be raised meaning that the customer is aware of the offer provided and where it can be purchased.
The customer has to be able to evaluate the form an understanding of the value proposition and its
benefits. Further purchase, form of delivery and aftersales has to be considered. (Osterwalder, 2010)

The Customer Relationships element characterizes the relationship that the company aims to build
with the customer. Considering the customer preference is central to the design of this element,
combined with the aim of the value proposition. Additionally costs have to be considered as well as if
it exist previous channels that can yield synergies for the business. Types of relationships can vary
from active personal interaction with intense communication such as co-creation and personal
assistance, in business where it is required. In other segments it can be made up of scarce contact
through self-service or automated service (Osterwalder 2010).

2.1.2 Left-hand side

The Left hand side of the canvas is referred to as Infrastructure Management by Osterwalder (2004)
and concerns the internal aspects of the business model. It describes how the company a company
can create value through the value proposition and what activities that are needed to serve the right
hand side of the canvas in a business model. The channels and relationships that aim to connect and
communicate with the customer create a demand for internal activities that enables these actions.
The left hand side of the canvas is therefore made up out of key activities needed and key resources
needed to serve the client. Moreover, consists of key partners that identify partners in terms of
suppliers, wholesalers etc. needed to complete the internal capabilities to provide the value
proposition. As a whole the left hand side of the canvas specifies capabilities needed their owners,
who perform them and how they are interconnected to each other.

The Key resources element outline the assets needed to be able to carry out the activities demanded
by the value proposition. Therefore the activities on the right hand side of the canvas forms the
resources needed. However it can also map the existing resources in the company and thereby help
create an overview of present resources. This knowledge make is possible to identify potential
synergies from present resources that can influence the choice of activities on the right hand side of
the canvas. The key resources is made up of arrange of different categorize consisting of physical,
intellectual, human and financial (Osterwalder 2010).



The Key activities element identifies the actions that have to occur within the company in order to
deliver the value proposition. Similar to the key resources the key activities are highly dependent on
the relationship and channels. However focus also concerns the composition of the value
propositions and the activities it requires such as production, problem solving or platform. By
mapping existing activities within the company it can create an overview of potential synergies from
existing activities that can be used in the design of channels, relationships and value proposition
(Osterwalder 2010).

The Key partnerships element describes partners and suppliers that make up the network needed for
your business model. As some of the activities and resources needed to be acquired outside the
company it is important to map those whom provide vital part of your business model. This might be
the result of different reasons such as non-internal capability, risk reduction or strengthening of
position. Osterwalder (2010) divide these into 4 categories consisting of strategic alliances between
non competitors, strategic alliance with competitors, joint ventures and buyer supplier relationships.

2.1.3 Financial aspect

The financial aspect is made up of the cost structure and revenue streams and the last of the 9
elements of the business model canvas. They connect to all other elements within the canvas and are
therefore formed based on the configuration of the rest of the canvas. The financial aspect concludes
the loss and profit-making logic which determines the strength of the business model in comparison
to competitors (Osterwalder, 2004).

The cost structure identifies the main cost drivers that the business model results in and the
character of these costs, meaning whether they are fixed or variable. Additionally it identifies
important aspects as possible economies of scope and scale within the model. The role of the cost
structure varies depending on the characteristics of the business model where for example cost
focused operation might take great considerations to the cost associated with the value proposition,
as value based services focus more on delivering a premium product with as much value possible
within reasonable cost (Osterwalder, 2010).

The element of revenue streams embodies the cash flow generated by the business model and
therefore highly connected the customer problems or needs met as well as the value created. Pricing
mechanisms are central within this element meaning whether it is based on fixed prices, auctioning,
market fluctuations or bargaining. Moreover, the character of the transactions is critical, in terms of
whether they are reoccurring or non-reoccurring transactions. Together this opens up for a variety of
different possible characteristics of the revenue stream that can be based on asset sales, usage fee,
subscription licensing etc. (Osterwalder, 2010).

2.2 Customer development

Customer development is a method that was created by Steve Blank and he himself describes it as
“the process to organize the search for a business model”. The core of the method is that
entrepreneurs “need to get out of the office” and meet customers in order to understand what they
actually want; there are no facts inside the building (Blank and Dorf, 2012). Acquiring a good
understanding of what the customer actually wants, combined with an iterative and incremental
product development is the key to creating a profitable, scalable and repeatable business model
according to Blank and Dorf (2012). For a startup to find this business model, it is a relentless search
where its vision and idea are refined along the way together with changes in every aspect of the
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business model. The customer development method suggests that the entrepreneur should seek to
test a series of hypotheses regarding the potential business model, e.g. who are the customers,
product features, scalability etc. (Blank and Dorf, 2012). In summary, the method should therefore be
considered as a tool for the entrepreneur to use on his path towards a successful business model,
with elements including a lot of customer contact, iterative work with guesses and validation based
on formulated hypothesis.

In figure 2 below, an overview of the customer development method is presented. The theory used
in this master thesis is mainly related to step 1: Customer Discovery, and therefore this chapter will
be mainly focused on that step.

Customer
Discovery

> customer STOP

Customer @ualy/ Company
Validation

Creation Building

Figure 2: The customer development process

Simply put, the Customer Discovery phase is where the founder’s vision is transferred in to a series of
business model hypothesis; such as who are the customers, what value should we deliver, what price
and cost structure should be used etc. These hypotheses should then be tested on customers in
order to either discard them or turn them in to facts (Blank and Dorf, 2012).

The Customer discovery phase is divided in to four different steps; state hypotheses, test problem
hypothesis, test the solution and verify or pivot. The different steps are illustrated in figure 3 and
further described in the following paragraphs.

Phase 4:
Verify or pivot

Customer
Validation

Phase 3: Test Phase 1: State
the solution hypotheses

Phase 2: Test
problem
hypothesis

Figure 3: The customer discovery process



2.2.1 Phase 1: State hypotheses

In phase 1, the founder’s vision is deconstructed in to the nine parts of the business model canvas;
customers, channels, partners, revenues etc. A list of hypotheses is written about each part of the
canvas and also a plan for how the hypotheses will be tested through different experiments; this
document is referred to as a “brief”. In the following paragraphs, the different areas of the business
model that needs to be investigated will be described in turn.

The first step in phase 1 is to brief about the market size, containing hypothesis and experiments. A
top-down estimate is a first step where the estimation is based on TAM (total addressable market),
SAM (served available market) and finally TM (target market). For startups, a bottom-up estimate is
usually more realistic though since entrepreneurs might be seduced by large numbers from research
firms that have performed a top-down approach and only focused on the current aspect of the
market. The market size hypothesis is tested by talking to customers (Blank and Dorf, 2012).

The next step is creating a hypothesis about the value proposition; which is basically the product or
service offered to the customers. Details about the product, features and benefits will be detailed
here and also a prototype for minimum viable product (MVP). The MVP is a “concise summary of the
smallest possible group of features that will work as a stand-alone product while still solving at least
the core problem and demonstrating the product’s value” (Blank and Dorf, 2012).

Identifying the customer and describing their problems, needs and passions is the next step of the
process. It is very important to get out of the building and understanding how customers experience
their problem and why. Customers can experience their problems in different ways; latent problem
(they have a problem but they do not know about it), passive problem (they are aware of the
problem, but they are not motivated enough to change), active problem (they recognize a problem
or passion, but have not done any serious work to solve it) or a vision (they have an idea, but are
prepared to pay for a better one). There are also different types of customers, end-users being the
ones that that actually uses the product, whereas influencers and decision makers influence and
make the decision. A deep understanding of the end-users’ need and motivation is vital, but since
corporations are complex organizations it is most often someone else in the organization who
actually makes the buying decision, and also a lot of other people within the organization that can
influence the outcome of the buying decision. For these reasons, the entrepreneur must not only
focus on the end-user (Blank and Dorf, 2012).

The next part of the canvas that needs hypothesis and investigation is the channels. The channels
described how the product or service is delivered to the customer. Whether the product or service
should be delivered through physical channels or web channels has big impact here. The main
guestion the entrepreneur should ask himself is “does the product fit the channel?” A few examples
of physical distribution channels are; direct sales, distributors and retailers. All of these alternatives
have different strengths and weaknesses; the indirect channels such as distributors and retailers are
indirect and more cost-effective, whereas direct sales is the most expensive alternative but provides
the best control and oversight. When it comes to web channels, there are as many different options
as for physical channels. E-commerce, mobile-app commerce and social commerce (e.g. facebook,
twitter) are well-known web channels. In general, web channels have the benefit that they are
accessible to everyone at all times and are more cost-effective than the physical channels. A pre-
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requisite for generating sales is however to generate awareness and traffic on the site, a job which
falls on the company itself.

The next part of the canvas that needs to be covered is the customer relationships. This brief
describes how the venture should act in order to get in contact with the customers, keep them as
customers and finally grow additional revenue from them over time.

The next part of the canvas that needs to be investigated is the key resources, which be divided in to
the following categories; physical, financial, human and intellectual property. These resources are
external and could be described as critical to the company’s success and the draft should include
hypothesis about which they are for this particular venture, together with how the venture is
planning to acquire them.

Key partners to a startup are the ones providing financing, capabilities, products or services that the
startup itself cannot, or do not, prefer to manufacture itself. The partners’ hypotheses should
contain the names of the essential partners, together with the value exchanged. Types of different
partner relations are; strategic alliances, cooperation between competitors, joint development
efforts and key supplier relationships (Blank and Dorf, 2012).

The revenue and pricing brief is the last piece in the hypothesis puzzle and may well be the toughest
one to do at this point. It is however one of the most important since it makes sure that the venture’s
financial calculations are sane and that a business case actually exists. To break down the procedure,
four different questions need to be addressed; 1. How many of these things will we sell?, 2. What is
the revenue model?, 3. How much will we charge? And 4. Does this add up to a business worth
doing?

Question 1 can be answered by using the market size data calculated in one of the previous steps,
along with channel hypothesis and its volume potential and cost of sales. Question 2 can be
determined by hypothesizing on different revenue models such as; sales, subscriptions, pay-per-use
etc. Question 3 consists of two parts; determining the costs associated with the product; parts,
assembly, shipping etc. and also determining how much that can be charged for the product. Lastly,
answering question 4 in a precise way is very hard at this stage, but that is not the goal at this step. It
is sufficient to do a rough calculation that answers if the revenue covers the costs in the short term,
will the revenue grow larger over time and will the profitability increase in proportion to increased
revenue? (Blank and Dorf, 2012).

2.2.2 Phase 2: Test the problem hypothesis

The idea with phase 2 is to get the venture team outside the building and start testing the problems
and hypothesis that were created in the previous phase, on real potential customers. Questions that
need to be answered during this stage are; does the team really understand the customer’s
problem? Does the customer really care about this particular problem enough that the venture can
make a large business out of it? At this stage, the entire business model consists of guesses and
hypothesis. The mission now is to turn these hypotheses in to facts by designing experiments that
tests these hypotheses and then actually get out of the building and carry out these tests on
potential customers (Blank and Dorf, 2012). This iterative process is illustrated in figure 4 below.
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According to Blank and Dorf (2012), the tests should be short, simple, objective pass/fail tests that
give a clear signal if the hypothesis can be confirmed or not. There is no need to put a lot of money
and time in building a sophisticated demo or advanced prototype at this stage, instead try to mock
up a web-page or just a very simple prototype. The point of the experiments are not simply to collect
data and confirm/discard the hypotheses, it is also about looking past the data, understanding the
customer and gain insight of what they actually want. Maybe the customer is requesting something
entirely different than what the venture is trying to sell?

The general idea of this phase and the meeting with the customers is getting the customers to talk.
The company representative is there to listen and understand the needs and problems of the
customer. At this stage, there should be a focus on the designed problem hypothesis and discussion
with the customer whether they experience these problems or not, or if they perhaps are
experiencing any other related problems. Questions such as; “If you have three major problems to
solve in this area in the year ahead, what are they and why do they make the top three?” and “we
think that these are the top five problems facing the industry in the next years, how would you rank
them as they affect your company?” are extremely valuable questions and will make the venture
understand if they are going in the right direction and going where the money is or not. It is
important to remember that what require testing at this stage are the guessed problems, not the
solutions (Blank and Dorf, 2012).

Another aspect of talking to customers is getting a better understanding of the competitive
landscape and the overall marketplace. Are there any similar products out there? Has this solution
been tried in this company? It is also a good idea to attend some industry trade shows and
conferences on the subject in order to get a better understanding of the market (Blank and Dorf,
2021).

After testing the hypotheses on the customer’s problem and gained a good understanding of the
customer and their problems it is time to expose the product to the customers for the first time. The
purpose with the exposure is not to sell the product, but to receive valuable feedback. This process is
described in the next phase, phase 3.
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2.2.3 Phase 3: Test the solution hypothesis

The focus of the previous phase was to test the customer problem, in this phase the focus is shifted
towards testing the customer solution for that particular problem. The goal of this phase is basically
to test if the solution gets the customer enthusiastic enough to buy the product.

The first step in this phase is to review and update the business model, based on the deeper
understanding of customers and their problems gained in the previous phase. The entrepreneur
needs to gather as much of the management as possible for this pivot-or-proceed review. Everything
that has been learned in the previous phase needs to be shared, discussed and put in to relation to
the product. The gathered findings may affect the hypothesis created in phase 1 related to customer
segments, value proposition, pricing etc. It is a near-certainty that some of these hypotheses need to
be changed and if the change is substantial, it is referred to as a pivot (Blank and Dorf, 2012).

During this pivot-or-proceed meeting all the findings needs to be questioned; how well do the
product specifications solve their problems? Spot on? Somewhat? If the answer is “somewhat”, the
meeting will focus on understanding if the company have been talking to the wrong customers or if
something is wrong with the product. A fundamental aspect of the customer development model is
that customer enthusiasm needs to exist. If it has not been found so far; either get out of the building
again and try to find a different set of potential customers or think about changing the product
features. If, and only if, no customers can be found that genuinely needs and requires the product;
discuss changing the feature list. It is also important to remember that the minimum feature set is
sought in this phase. Figuring out which features that needs to be included is important, but equally
important is figuring out what features do not matter (Blank and Dorf, 2012).

To summarize, this first step needs to conclude if the company has discovered a problem with a large
enough market where customers are eager to get this problem solved. The main question is
therefore to pivot or proceed? If the proceed options is chosen, it is time to present the potential
product solution to customers.

Once agreed on the revised hypothesis, a product solution presentation needs to be built. The
solution presentation is a tool for confirming that the product solves a customer problem or need
and the preferred outcome is that customers express their will of buying this product when
presented. A general rule is that the solution presentation should cover not more than five key
product features along with the problems they solve. Even an overview of the “life before the
product” and the “life after the product” might be appropriate to further elicit the benefits.
However, the purpose is still to find out if the product is sellable; not actually selling the product.
Make sure to listen carefully at the customer’s response and leave plenty of room for customer
feedback.

A general outline for the solution presentation consists of four parts: i) Review the problem. Remind
the audience on what problem the product solves and why it is important. ii) Describe the solution.
Demonstrate the product is possible through sketches or prototypes to help the customer to
understand. iii) Draw the customer work flow before and after the new product. iv) Understand the
value equation. Figure out what the customer is willing to pay for the product. It is very helpful to
have a prototype of the MVP to make the discussion more effective. The closer the MVP is to the
actual product; the more informed will the customers be. When the solution presentation is
finished, decisions need to be made on which customers to visit. A general rule is to try delivering
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this presentation to everyone who heard the problem presentation, plus an extra few to make sure
that the company is on to something.

The final step of this phase is another pivot-or-proceed point and it is time to update the business
model again based on the responses from the solution presentation. Before entering the next phase,
the company and its entrepreneurs needs to have seen a significant number of customers expressing
enthusiasm for the product and being convinced that it solves an important business problem for a
large share of customers. According to Blank and Dorf (2012) “a lukewarm reception can indicate a
profound problem”.

2.2.4 Phase 4: Verify or pivot

Phase four is the final phase in the customer discovery process. The overall purpose with this phase is
to determine if the hypotheses have been turned in to hard facts and if it is time to proceed with the
next stage; customer validation. Figure 5 below describes three critical questions that need to be
answered in order to know if the business model is scalable, repeatable and profitable. When these
three questions have been analyzed it is time to make the decision whether to pivot or proceed with
the current business idea.

2. Verify:

1, Verify: Customers and

3. Verify:

Can we make P o

Product/market

fit how to reach proceed?

?
Py money?

Figure 5: Verify or pivot process

The first question is: “Have we found a product-market fit?” In order to say that a product-market fit
exist the problem addressed need to be urgent and vital to lots of customer. The product also needs
to solve the problem at a price the customers are willing to pay, and finally there must exist enough
customers for it to be a viable business opportunity.

The second question is: “Who are our customers and how do we reach them?” It has already been
assured that there are customers that want to buy the product, but it also needs confirmation that
the company know how to find them and sell to them within a reasonable marketing budget. To
answer the question, it is also vital to know the key customers segments and how to reach them.

The third and final question is: “Can we make money and grow the company?” All the data that has
been gathered in terms of pricing, revenue, marketing etc. needs to be analyzed in order to create an
accurate net revenue forecast for at least the next year. The calculations do not have to be precise,
but serves as a rough check that the company can become a growing profitable business.

As Blank and Dorf (2012) puts it “this is either the beginning of the end, or more likely the end of the
beginning”. It is now time to assess whether the current business model canvas provide a good
foundation for moving forward in to the customer validation phase and testing the business idea on a
larger scale. The customer discovery process is an exhausting process and it often requires several
iterations to fully understand the market and the customers. If the company is not convinced that
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they should proceed with this particular business idea, it is necessary to go back to phase 1 and start
over again based on all the insights and knowledge gained from this round (Blank and Dorf, 2012).

2.3 Innovation and innovativeness

According to Garcia & Calantone (2002) much has been written within the topic of innovation and
innovativeness. As a consequence the definitions of these terms are many and many related terms
have been introduced dealing with the nature of innovations as well as the degree of innovativeness.
Therefore Garcia & Calantone (2002, p. 112) introduce a definition of the term innovation according
to below, also used in this thesis.

“Innovation is an iterative process initiated by the perception of a new market and/or new service
opportunity for a technology based innovation which leads to development production and marketing
tasks striving for the commercial success of the invention”

The definition deals with two important aspects of an innovation. First, It characterize the process as
iterative meaning that new continuous improvement is made and second, it describes the process as
a combination of technological development and activities concerning market introduction to
commercialize the invention. The last is important as it clarifies the meaning of innovation and
invention where the latter is the technical achievement and the former include the
commercialization and diffusion of the invention (Garcia & Calantone 2002).

For the term innovativeness Garcia & Calantone (2002) conclude that the common use concerns the
newness of an innovation. The degree of innovativeness is regarded on a continuum depending on if
the newness is regarded as high or low. The judgment of the innovativeness is seen as highly
subjective and dependent on what is new and from whose perspective it is viewed. To separate
different perspectives the innovativeness is divided into macro and micro perspectives. From the
macro perspective, innovativeness concerns the capacity of a new innovation to create a
fundamental change in technology or market structure of an industry. From a micro perspective,
innovativeness is the capacity of an innovation to change the firm’s technological resources, skills,
knowledge and/or capabilities. Hence the micro perspective perceives the innovativeness from a firm
perspective and its environment while the macro perspective considers an entire industry or a global
perspective (Garcia & Calantone 2002).

Other common terms used to distinguish the newness and differentness among new products,
services and processes are radical and incremental innovations. Incremental innovations consider
products and services that experience minor upgrade in terms of technology and application. Radical
innovations are characterized by a very new and different solution or application that can be
considered as either new to the world, industry or the firm (Schilling, 2010 p. 50). Garcia & Calantone
(2002) point out that this is highly dependent upon whose perspective the innovation is evaluated
from. They acknowledge that there are two dimensions consisting of technical and marketing
discontinuities related to both a micro and macro perspective. A radical innovation is perceived as a
solution new from both a market and technology perspective present on both micro and macro level.
Incremental innovations on the other hand, only occur on a micro level either displaying a
technological or marketing discontinuity. Further, Garcia & Calantone introduce a third expression,
really new innovations, that include the range of innovation present in between the radical and
incremental innovations (Garcia & Calantone 2002). The connection is illustrated below to enhance
the reader’s understanding.
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2.3.1 Source of innovations

According to von Hippel (1988) the source of innovations varies, as a difference to the historical
belief that product innovations are typically developed by manufacturing firms. He argues that the
source of innovations varies from industry to industry where users are the main innovators in some
industries while suppliers play a vital role in others. Further, he recognize that the historical
assumption of manufacturers remain true for many industries as well. What determines the source
of an innovation is the perceived benefit from it. Von Hippel (1988) argues that this make the source
of innovation predictable in an industry because if one understands who profits from an innovation
and how. Hence many innovators are external to the companies and in order to identify potential
inventors the benefiter has to be identified. Schilling (2010) also emphasize that innovations are
created by the ones it solves a problem for, to meet their needs. As they both have an incentive and
a rich understanding of the problem they are more likely to create innovations.

Peter Drucker (1985) chose to take a somewhat different approach as to the sources of innovation.
He acknowledges seven different sources located either externally to a company or internally to a
company or industry. The internal sources consist of unexpected occurrences, incongruities, process
needs and industry and market change. Unexpected occurrences are merely where opportunities to
apply an innovation in an unapparent manner that arises from unexpected events or failures.
Another is incongruities in relation to work concerning results and expectations. Process needs
relates to bottle necks and gaps that hinders a process from being successful. Industry and market
changes are opportunities that arise from change of old structures, methods and process within a
market. Moving on, the external sources comprise of demographic changes, change in perception
and new knowledge. Demographic changes concern possible innovations in connection to changes in
age distribution, education and role of genders that occur constantly. Change in perception refers to
opportunities from changes of desires in connection to our mood, values and influences from our
environment. Lastly, new knowledge created gives rise to many new combinations or needs to be
served. It is important to recognize that the source of innovations varies through time and that most
innovations stem from purposeful and conscious search for new innovation opportunities. Drucker
(1985) state that innovators must go out and look, ask and listen, as an in-depth analysis of the
customers’ needs and desires are essential. Inadequate customer analysis leads to unsuccessful
innovations. Further, it is important to have in mind that no one can foretell the extent of success for
an innovation and that many effective innovations start small (Drucker, 1985).

2.4 Profiting from innovation

In the paper from Teece (1986) he pursues the answer as to how to profit from innovation and what
the main elements are that make this possible. He develops a framework consisting of three
elements that he argues are of fundamental value in assessing a firm’s ability to profit from
innovation. The framework consists of appropriability regimes, complementary assets and dominant
design paradigm. Appropriability regimes refer to the external factors that has to be taken into
consideration that influence the innovators opportunity to capture value from the innovation. These
are made up of legal instrument consisting of patents, copyrights and trade secrets. Moreover, the
nature of technology comprehends aspects such as products, processes, tacit and codified abilities
that make it hard for a competitor to imitate (Teece, 1986). However Bjorkdahl (2007) argue that
patents ability to protect are questionable. Instead he claims that time and effects from learning
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curve have a greater influence on appropriation of value. Dominant designs refer to the theory
presented by Abernathy & Utterback (1975), it conclude that innovations experience different
focuses depending on the era of development it experience. Further, Teece (1986) identify
complementary assets as assets other than the sold products that give an advantage to the firm in
capturing value. Examples are specialized manufacturing, distribution channels, complementary
technologies, marketing etc. The ownership of specialized complementary assets is identified to be
essential in who profit from innovation. Similarly, Tripsas (1997) conclude that established firms, that
experience technological shifts, are exposed to danger of losing significant market shares to new
entrants if complementary assets become obsolete. From this, one understands that access to
complementary assets is vital for the introduction of innovations, in determining who profit from
them.

2.5 Core capabilities and resource based theory

In order for established companies to maintain a competitive advantage it is essential for them to
develop a companywide strategy long term competence building, according to Prahalad & Hamel
(1990). It requires the company to set out a road map to identify markets and customers of interest
and the technologies that serves those markets. This help the company identify core competences
that has to be acquired and/or developed to be able to serve that intention. Core competencies
consist of the collective learning in an organization concerning how to coordinate diverse products
skills and how to combine different sets of technologies to bring value to the market. An example is
Casio’s ability to combine its core competences in miniaturization of electronics, materials science,
mini process design and ultrathin precision casting in a wide range of electronics products. Hence the
presence of core competencies within a diversified corporation can be depicted as the roots of a
tree. These enable the company to grow the stem made out of core products, which itself enables a
wide range of end products in different business units within the company, illustrated in figure 6
below (Prahalad & Hamel 1990).

End Products
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Business Business Business Business

1 2 3 4

— Core Product 2

Core Product 1

—

Competence Competence Competence Competence

1 2 3 4

Figure 6: lllustration of the company consisting of core competencies, core products and end products.
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Core competencies are further described as the glue that interlinks different units and the driver of
new business. They are strengthened and maintained by continues application and is vital to
cultivate continue to enhance them throughout time. According to Prahalad & Hamel (1990) three
tests can be applied to identify core competencies within a company. First, a core competence
should grant access to a variety of different markets. Second, a core competence should contribute
the perceived customer value delivered by the end products. Third, a core competence should be
hard to imitate by competitors. An example can be intermingle abilities such as service attitude or
integration of technologies. It is important to note that the amount of competencies is likely to be
few and note more than five or six (Prahalad & Hamel, 1990).

The core products are what connect the core competencies with the end products and give rise to
the final competitive advantage. It is essential that the core competencies can be turned into core
products and that the core products are leveraged upon on a wide range of end products within
different business units. By leveraging upon core products in many end products they grow better
and stronger, where the aim is to gain market leadership. It is not necessarily achieved by brand
share but by part of market products. This enables the firm to gain a dominant position within the
market and there through shape the evolution of markets and product application. Moreover, by
applying a set of core products in a wide range of products in different business units a company can
profit from economies of scope and scale (Prahalad & Hamel, 1990).

2.5.1 Resource based theory

A similar reasoning is presented by Grant (1991) whom also focuses on the importance of the
internal abilities and activities as the source of strategic competitive advantage. The resource based
view argues that the internal resources and capability is the foundation of a firm’s strategy and the
principal source of profit. As a result of the increasingly volatile environment, present in many
industries, customers desires and needs change rapidly. Therefore an externally based strategy
formulation cannot yield a sustainable competitive advantage. Instead firms have to acquire and
develop internal resources and capabilities that allow them to deliver competitive products in
accordance with present customer needs. In order to do so, the markets and customers served have
to be defined more broadly to include industries where these resources and capabilities might be of
interest (Grant, 1991).

The resource based view build its strategy on five consecutive steps following: resource, capabilities,
competitive advantage, strategy and resource gap identification. Resources refer to the assets that a
firm insert and transforms through their internal processes to create products and services. These
consist of physical resources such as equipment, personnel and ranges to intellectual capital
consisting of patents, brands and so forth. In total the resources can be divided into six groups
consisting financial resources, physical resources, human resources, technological resources,
reputation and organizational resources, which can be used as a foundation to identify internal
resources (Grant, 1991).

Capability on the other hand is the ability to integrate resources in order to perform activities or
create products the yield a competitive advantage (Grant, 1991). Hence the term capabilities reflect
the expression core competencies used by Prahalad & Hamel (1990), described earlier. Capabilities
does not have to be unique in what they perform, it is rather the relative competitive advantage they
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achieve that is important. It is often the intangible capacity of coordinating and cooperating within
teams that create capabilities. The complexity of capabilities varies and they are often characterized
by economies of experience, meaning improved performance in correlation to application. The
competitive advantage they generate is the basis for the creation of the firm’s strategy for which
resource gaps have to be identified to complement existing resources (Grant, 1991).

2.6 Resource dependency theory

Resources and capabilities are identified as the main drivers of competitive advantages, intended to
yield a wide range of products that meet the shifting customer needs in different markets (Grant,
1991; Prahalad & Hamel, 1990). While capabilities are a source of competitive advantage they are
also a potential sources of limitation as well as create a risk of core rigidities (Leonard-Barton, 1992).
Further it is argued by several authors that firms are highly affected by the external resources of their
organizations (Bower Christensen, 1995; Henderson, 2006; Pfeffer & Salancik 1978; Danneels, 2002).
Based on this Christensen (1997) argue that the largest and most profitable customers extort power
over the organizations ability to bring new technological innovations that serves new customers at
lower margin. Further, it might hamper the introduction of new technologies as they might affect the
profitability of present customer business. Danneels (2002) and Henderson (2006) present another
perspective where the knowledge from market and customer experience becomes capabilities over
time. As a result, firms gain profound understanding of the customer needs, distribution and sales
channels, preferences and purchasing procedures. Hence firm become dependent upon their
customer understanding capabilities and it becomes of interest to serve a particular market and
customer group.

2.7 Services

Several theory compilations has been done within the field of service as attempts to delineate an
overall understanding of the definition of service and its nature (Edvardsson et al., 2005; Lovelock &
Gummesson, 2004; Groénroos, 2004). Edvardsson et al, (2005) conclude that the definitions vary
significantly concerning their perspective of a service and that the definition often is too narrow.
Common definitions emphasize that services are performances, processes and deeds and not
physical objects (Edvardsson et al., 2005). Gummesson (1995) claim that customers buy offerings
that renders services and not services or goods by themselves, where focus lies on the value created.
However, this thesis makes use of the definition offered by Gronroos (2001, p. x), who defines
service “as an activity or series of activities of a more or less intangible nature that normally, but not
necessarily, take place in the interaction between the customer and service employees and/or
physical resources or goods and/or systems of the service provider, which are provided as solutions to
customer problems”. It includes four important dimensions from the authors’ point of view namely:
activities, interaction, including physical products as well as solutions to the customer problems.

Services are commonly described by many authors as characterized by intangibility, heterogeneity,
inseparability and perishability. However, as mentioned above the view on this matter differ widely
as to whether it is so in general for all services, for some or not characteristics at all (Edvardsson et
al., 2005). Since it is commonly used it is deemed necessary to mention that these characteristics are
not used to determine the scope of a service within this thesis.

The development of new service offers can be pursued from a variety of different ways. Sawhney et
al (2004) propose a framework that emphasize on the importance to have a systematic and
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structured way to approach the development of services, especially in product focused companies.
To begin, they suggest that the firm have to stop using the terms service and product and instead
focus on customer activities and customer outcomes present in the customer environment. Through
this, the firm can map the customer primary activity chain, meaning the activities a customer
perform to reach a certain outcome. In combination with the service opportunity matrix, firms can
identify customer problems and needs that can yield opportunities for potential services offers. The
service opportunity matrix present four different alternative approaches that can be used to identify
new services opportunities. This done through two dimensions consisting of: focus of growth which
refers to where growth occurs with focus on primary and adjacent activities to the customer activity
chain. Second, type of growth which refers to how growth occurs concerning if it is through
reconfiguration of existing activities or by adding new activities. As these dimensions are merged into
a matrix four dimensions arise consisting of: Temporal expansion, temporal recon figuration, spatial
expansion and spatial reconfiguration, illustrated in figure 7 below (Sawhney et al, 2004).

Adding new
activities

TEMPORAL SPATIAL

EXPANSION EXPANSION

How?
Type of Growth

TEMPORAL SPATIAL

RECONFIGURATION RECONFIGURATION
Reconfiguring
existing activities
Primary WHERE? Adjacent

activity chain activity chain

Focus of Growth

Figure 7: Sawhney's opportunity matrix.

The Spatial expansion reflects the adding of new activities to adjacent activity chains. Adjacent
activities are often closely related to the primary activity chain. The spatial reconfiguration implies a
change in structure and control within the adjacent activity chain. These opportunities require that
the firm is present within the activity chain and can broaden its scope to take control over closely
related activities. The temporal expansion, focus on growing the existing activity chain by adding new
services to it. This can be done either through filling gaps in the existing chain, extending the chain or
by adding support activities to the entire activity chain. The temporal reconfiguration concerns an
alteration of the structure and control within existing primary activities. It does not add new services,
instead it implies that the company takes control of existing services or offers an alternative
structure to how they can be performed. Basically, the firm takes control over activities originally
performed by the customer. The main arguments for this transition can either be that the firm is
better at performing the activities due to existing core competencies. Second, firms can gain
economies of scale by serving a large group of customers. Third, knowledge regarding best practice
can be provided from industry wide experience (Sawhney et al, 2004).

In order to acknowledge opportunities within the different areas of opportunities Sawney et al.
(2004) emphasize that the asking questions is the foundation. By asking questions concerning
internal abilities to leverage upon, potential customer opportunities and risk associated,
opportunities can be assessed. It is emphasized upon that development should be carried out in
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cooperation with potential customers, preferably lead users. They continue by introducing three
types of risk associated with introduction and development of new services. First, the internal
capabilities have to be considered in terms of whether the service expansion takes the firm outside
of the strategic intent and beyond the scope of existing capabilities and resources. Second, external
market and customer perspective have to be taken into account. Will the perceived value be enough
for customer to adopt the service and will they reach a critical mass in time to meet expected return
on investments. Lastly, financial risks have to be considered such as: are the margins high enough? Is
the service offer to labor intense to enjoy significant economies of scale? Moreover, service offer has
to be considered together with present products offer and potential synergies. Change in
competition has to be taken into consideration for present high marginal products together with risk
of commoditization (Sawhney et al, 2004).

2.8 Creation of business models

According to Bjorkdahl & Holmén (2013, p. 2) “a business model innovation is the implementation of
business model that is new to the firm” . As described by several authors the concept of business
model innovation concerns the creating and capture of value by altering a firm’s business model
(Chesborough, 2007; Bjérkdahl, 2007; Amit & Zott, 2010; Bjérkdahl & Holmén, 2013). Bjérkdahl and
Holmén (2013) further specify this as consisting of both value creation for customers and users as
well as capturing value for the firm. A business model innovation does not concern the creation of
new products or service, instead Bjorkdahl (2009) argue that it may alter the manner in which
existing products and services are delivered to the customer and how the firm profits. Bjorkdahl &
Holmén (2013) further support this notion as they conclude that a business model is a new
“integrated logic”. They conclude that business model innovation is a new combination of exiting
things that may include other types of innovation such as service-, product- or process-innovation. In
contrast, Swann (2009) note that some economists perceive business model innovations as a type of
process innovation concerned with the internal structure of information flows. Hence, with the
service definition presented earlier, one can understand that the delineation between a business
model innovation and a service innovation can be somewhat unclear.

The activity of identifying and executing a new or different business model is described as an
entrepreneurial act by Chesbrough & Rosenbloom (2002). They argue that this encompass
understanding of both markets and technology. Moreover, the business model creates a structure
for learning not only about the technology but also the economic environment of its potential
application. Bjorkdahl & Holmén (2013) suggest that business model innovation encompasses
ongoing experimentation among and in firms. Focusing more on the aspect of services, Neely &
Visnjic (2011) conclude that creation of service business model innovations do not take place in
isolation. Instead they argue that the eco-system in which the service is present have to be taken into
consideration in order to create and capture value. It is crucial in order to understand how customers
do business and for the service provider to be able to design, deliver and present the benefits of the
value proposition. In addition, customer interaction is essential to allow co-creation of new service
solutions that meet the customer needs. These actions enable the firm to identify capability gaps
within the business model, needed to implement it.

Bjorkdahl & Holmén (2013) recognize that little research has been performed within the area related
to how existing capabilities influence and shape the creation and implementation of new business
models. One exception is Brink & Holmén (2009) whom argue that existing capabilities are central to
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what the firm is able to perform and essential to capture the value it creates. As an effect, the
creation of new business model is dependent upon present capabilities, which also limits the scope
of new business models. Moran & Ghoshal (1999) acknowledge that the resources of firms are scarce
which leads to underused set of capabilities. This creates a situation where firms have to be
restrictive in how far opportunities are tested and which opportunities that are acted upon. At the
same time Gunther & McGrath (2009) along with others argue that it is important to experiment in
the development of new business models due to that business models need to be learned over time.
A similar view is held by Murray & Tripsas (2004) whom identify that business models can be used
too iterate and experiment with different business concepts, based on customer feedback the
business model can be revised and adapted. When experimenting, Gunther & McGrath (2009) also
emphasize that the customer has to be taken into consideration when creating new business models.
The reason is that their perspectives too often are forgotten and companies fail to combine resource
in a manner that captures the full value.

One of the main problems is that even if trends are discovered early it is hard to foresee how to best
appropriate on these via business model innovation. To enable companies to make better use of
their resources and create new business models, which maximize both value creation and value
capture, they propose what they call a discovery driven approach. The discovery driven approach
requires the firm to articulate and test the new business models. If it is well received the company
can assess whether the opportunity identified can yield a satisfying pay back on investments
(Gunther & McGrath, 2009). The proposal is very much in line with the iterative method, Customer
development, suggested by Blank & Dorf (2011) for entrepreneurs to gain a structure approach to
create scalable and profitable business models. Harper (2003) also support this by arguing that
entrepreneurs have to engage in theory testing to fulfill their aim to predict and control market
events in order to capture value.

Business model experimentation is concerned with finding a business model that is scalable there has
been little research regarding what characterizes a scalable business model. Additionally, there has
been no attempt to analyze underlying factors for a scalable business model. However, the
commonly shared view of a scalable business model is that it enables revenues to increase faster
than the associated costs. The reasoning has to a large extent been founded upon a reasoning
concerning the abilities of economies of scale, scope and adoption (Bjorkdahl & Holmén, 2013).
Economies of scale is described as when the average cost per unit declines with an increasing
number of output, hence yield a greater margin as the volume of single products produced increases.
Economies scope also occurs when the average cost decline with an increasing number of output but
correlates to a set of different products that can be produced utilizing a common resource. Lastly,
economies of adoption concern the increase of customer value that occurs when the number of
users increases for a service or products (Swann, 2009).

2.9 Summary

The compiled theory in this chapter will be used mainly in chapter 5 to build a process model that
allow established firms to experiment with business models in a structured way. In the analysis and
the discussions chapter (chapter 8 and 9), references to this theory will also be made in order to
underpin the reasoning and the conclusions drawn.
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3. Methodology

This chapter describes the research design and the research process together with the methods
applied in the thesis. It also describes how data has been gathered and analyzed as well as the
validity and reliability of the results.

3.1 Theresearch design/strategy

Bryman and Bell (2011) chose to separate research strategies into two types; quantitative and
qualitative. Quantitative strategy refers to the gathering of large amounts of data as a means to
perform numerical analysis through statistical analysis. The pattern derived from the statistical
analysis is then often used as evidence to confirm a certain phenomenon. Qualitative strategy on the
other hand makes use of methods that yield more descriptive and rich data. It allows the researcher
to develop more in depth understanding of a phenomenon and its environment. That understanding
is often used to build theory, but can in some cases be used to confirm theory as well. In this report
the qualitative strategy has been applied to gain a rich and descriptive understanding of the
environment and its possibilities.

Bryman and Bell (2011) distinguish between five different research designs. One of these is the case
study design which is commonly used and has been applied in this report. The case study design
focus on a particular object or organization and provides a narrow in-depth analysis, where
qualitative data collection methods often are used. Due to the character of the case study design it is
well suited to be used in exploratory or descriptive research, answering research questions based on
“why” and “how” (Yin, 2009). The reason for applying the case study in this report is the aspiration to
gain a deep understanding of the environment and its opportunities in the development of an
innovative service business model.

3.2 Research process

The research process describes the overall process that this thesis has employed and the different
phases it consisted of. The process is divided into four sections: Building a process model, application
of the developed process model, finalizing and improving the process model and analysis and
discussion, which are illustrated in figure 8.

‘ Building a process model ‘

Analyzingthe customer

Performinga literatur
development method e )

/

' Application of the developed process model

Testingand experimenting with
business models

‘ Finalizing and improving the process model ‘

Identifyingimprovements based on Clarifying and developing
experience management questions

Building business models and MVP

ﬁ

:

Analysis & Discussion

Insights and conclusions from

Analyzingthe business model ; : ;
e business model experimentation

/

Figure 8: Overview of the different phases in the research process.

23



During the phase Building a process model a literature study was conducted. The take-off point for
this was that the customer development method was intended to be used as the central method for
the testing and experimenting with new business models. The customer development method was
analyzed in order to identify how it could be developed in order to be useful within established
firms’. Based on that the focus was to find literature that were related to the internal conditions of
firms’ and what determines a firm’s success. Therefore the focus was within the area of resource
based view and resource dependency. Further, literature within the area of servitization and service
innovations were used since the intention was to develop a service business model. Lastly, theory on
how to profit from innovation was incorporated in the literature search to enable a better
assessment of the opportunity of new business models.

During the phase Application of the developed process model the process model was used to develop
the potential service business model. The process model consists of three steps namely; internal
condition mapping, external experimentation and testing and business model assessment, which is
illustrated in figure 9 below. The content of these steps are thoroughly described in the process
model chapter presented later on in this report. These three steps make use of different interviewing
methods in order to gather data. First, the internal condition mapping utilizes semi-structured
interviews to obtain the internal aspects. Second, the external experimentation and testing step
make use of two different methods. In order to build business model proposals, by testing and
iterating, it employs semi-structured interviews to derive a minimum viable product (MVP). Further,
the MVP is tested through the use of structured interviews. Thirdly, the business model assessment
step does not utilize any data collection methods instead it serves as an analysis step that evaluates
derived business models.

Step 2: External experimentation and testing

Step 1: Step 3:
Internal conditions Business model
mapping assessment

Figure 9: The developed process model.

During the phase Finalizing and improving the process model, parts of the process model were
refined based on the experience from applying it. The experience gave a better perception on what
was important and what could be changed in order to make it more precise as well as easier to use.
In the first step we formulated outcomes and questions that would make it more clear for the user
what to search for. In the second step we tried to clarify how the findings from the first step were to
be used when applying the customer development method. However, the major alteration
concerned the third step, the business model assessment, where clear questions were added to make
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it easier to apply for others. These where added so that the user could use it as a check list that
would be easy to go through in a clear and structured manner. Further, the description and intent of
all steps in the process model was made more user-friendly by adding overarching management
guestions that are relevant questions for managers in their daily work.

During the phase Analysis & discussion the resulting business model was analyzed based on the
different characteristics stated in the purpose. The analysis starts by identifying whether the business
model can be seen as an innovation and its innovativeness by drawing on Garcia & Calantone (2002).
Further the profitability and scalability is analyzed based on both a financial perspective and
competitive perspective. The discussion aims to elaborate on the insight and conclusions drawn by
the authors during the application of the process model. Therefore the discussion elaborate on three
topical questions that is relatively unexplored. The three important questions comprehend; the role
of capabilities and resources in the building of new business models, the role of users in business
model experimentation and how to test and experiment efficiently with new business models.

3.3 Research method and data collection

In order to answer the purpose of this study, we have used two different research methods in three
different phases. The research methods have been used to gain a rich understanding of the area and
enable us to identify and develop a business model in line with the purpose. Further, this section
aims to describe how the data was collected and how sample groups were selected. The first phase
consisted of internal semi-structured interviews which were compiled and analyzed before moving
on to the second phase. In the second phase external semi-structured interviews were carried out,
while simultaneously analyzed. The continuous analysis was necessary for enabling iteration of the
hypotheses, which led to that a final MVP that was set up. The MVP later served as the foundation in
the third phase where it was tested through the external structured interviews. The three mentioned
phases will be described in further detail in the sections below.

3.3.1 Internal semi-structured interviews

The internal semi-structured interviews were carried out within the global incontinence category and
incorporated interviews from a variety of different managers and type of roles. As a consequence
these interviews were set up with varying combination of questions adapted to the different roles of
the interviewees. To maintain a structure, the interviews were planned to contain a similar structure
that contained questions concerning; their role, TENA Solutions, their view on service and internal
abilities. The majority of these interviews were carried out through face-to-face interviews apart
from a minor number, due to geographical distances. These interviews where performed via
telephone. During the interviews both interviewers were present where one held the interview and
the other one took comprehensive notes during the meeting. After each interview we went through
the interview and complemented the notes with more thorough descriptions. Simultaneously we
reflected upon the answers and wrote down impressions and conclusions. Each interview was
carefully prepared and booked in advance to make sure not to be disturbed. The time for each
interview was set to be approximately one to two hours for the majority of the interviews apart from
three senior management interviews which were 30 minutes due to time constraints.

The sample for the internal semi-structured interviews consisted of 13 people within the department
of global incontinence category. Selection of the interviewees was done in cooperation with the
internal supervisor together with recommendations from interviewees. This helped us to find people
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whom had direct contact with TENA Solutions and select people from a wide range of functions and
different areas of responsibility. These consisted of sales representatives, sales managers, members
of innovation teams, key account managers, a global brand director and a vice president for business
development. The diverse set up of the sample group is believed to represent a broad and
overarching view of TENA Solutions within the global incontinence category. At the same time it is
believed to give insight to the different capabilities and resources present in the organization, sought
for the development of the business model. A more detailed description of the interviewees and
their roles is presented in appendix A.

3.3.2 External Semi-structured interviews

The customer development method makes use of broad and open question at the beginning of the
search for potential needs and problems. As it continues, it narrows down the scope of the questions
to gain more detailed understanding of the customer problem. Therefore the set of questions have
to be changed throughout the process to enable probing and iteration (Blank & Dorf, 2012). The
same structure of the interviews has been used in this report. The first interviews focused on
overarching questions concerning the quality of care, the ecosystem of elderly care industry and
everyday challenges to test problems and solutions. Some potential value propositions were quite
fast recognized as of no interest where as other needed more probing. After a while we identified an
area of interest which led to more narrow questions related to the particular area of interest. Later in
the research process, potential solutions to the value proposition where presented to interviewees.
Another parameter was the diverse responsibility and work tasks among interviewees which
required adapted questions. The interviews were carried out during a time span of approximately
one to two hours, where notes were taken and interviews were also recorded. After each interview
the notes where complemented with the recordings and analyzed.

The sample for the external semi-structured interviews comprised of 25 persons. The selection was
made based on a brief screening of the elderly care market via home pages for private actors and the
public sector. From the result we derived a large list of contact information and an understanding of
the eco-system. Due to convenience reasons, the majority of interviewees chosen were located near
the Gothenburg area. Interviewees from different geographic locations were mainly from private
actors due to the location of their headquarter. The sample was chosen deliberately to respond to
the eco system derived and consisted of senior management in private care companies, municipality
area managers, nursing home managers, nurses and assistant nurses. The composition of the sample
is described in more detailed in appendix A. A more geographical representative sample could have
been chosen by selecting interviewees from different national regions in Sweden. However, the
sample is believed to represent a fairly similar picture on national basis as private actors are present
over the entire country and several of the interviewees had experience from other national regions.

3.3.3 External structured interviews

The aim of the external structured interviews was to test the MVP derived during the external semi-
structured interview phase. In order to do so a description of the MVP was developed and critical
guestions concerning the content were derived and tested. The interview was set up so that there
was an initial presentation of the MVP, followed by the opportunity to ask clarifying questions. After
the presentation we asked our prearranged questions and in cases where the interviewee did not
fully understand we would clarify the question. During certain interviews the interviewees gave short
answers. As a consequence some interviewees were asked to elaborate on their answers and
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thoughts. The interviews were carried out via telephone during a time ranging from 10 to 20 minutes
with one interviewer present. Each of the interviews were recorded and later summarized to enable
both interviewers to take part of the material.

The sample for the structured interviews consisted of 8 persons whom were selected from the
original interviewees to be followed up. The sample was selected to represent the nursing home
managers and the regional management in both the private and public sector, as they are highly
influential. The selection consisted of two managers from both private and public sector nursing
homes together with two regional managers from both private and public sector. To clarify, that
makes in total four regional managers and four nursing home managers. The different interviewees
from the public sector have been selected so that they represent different municipalities, where all
are located near to the Gothenburg region. Regarding the private actors, we chose to interview the
two major players on the Swedish market, Carema care and Attendo, together with a smaller actor,
Forenade care. We believe that this sample is representative for the Swedish market in a large extent
due to the mix presented above. The limited amount of people in the sample was deliberately
chosen as a first test group, and it was perceived sufficient due to the similar response within the
group. A negative factor to consider is that fact that the MVP was partly built by interviewing the
same persons as it was tested upon initially. However, this is in line with the customer development
method and was kept in mind while selecting the sample by choosing what was perceived as a non-
biased group.

3.4 Research validity

According to Bryman and Bell (2011) validity refers to the integrity of the conclusions in a research.
They acknowledge that it consists of several types of validity, to a certain point independent of each
other. The external validity is described as the degree of generalizability of findings according to
Bryman and Bell (2011) whom also points out that it is generally weak in case studies as a result of
the focus on single objects or locations. The developed process model is based on generic theory that
is applicable to all established firms and therefore we argue that the model is theoretically usable
and generalizable to other established firms as well. However, the process model has only been
tested on one occasion, in one single company, which means that the level of external validity is
unknown and therefore is to be considered low, until proven differently. Generalizability has not
been the main purpose of this report though, instead it has rather focused on developing and
applying the process model in order to gain a rich understanding of its usability and effects. The
external validity of for the proposed business model is of little interest as it solely concerns the
company.

Bryman and Bell (2011) describe ecological validity as the extent to which the researcher and his
methods capture the daily conditions, opinions and attitudes. The purpose is to question whether
the findings are applicable to the intended environment and not just technically valid. The ecological
validity is believed to be high in this report, due to that the research was carried out on-site at SCA
and the fact that face-to-face interviews were carried out within the working environment of the
interviewees. Further, we took part in sales work and education with sales representatives at nursing
homes, which offered the possibility to discuss important questions. This gave a good understanding
of the environment at nursing homes concerning values and attitude within them. Regarding the
developed process model, the entire research was carried out at the company in close connection to
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the ordinary activities and in cooperation with employees. This made us aware of the environment
and gave important contextual understanding connected to the application of the method.

The possibility to replicate the results of a study is referred to as reliability by Bryman and Bell (2011).
This mainly concerns the area of quantitative research studies whether the data measured are stable
and reliable. As this study has been based on a qualitative research strategy, the reliability is likely to
be low due to that it is dependent on many momentary factors. On the other hand, the possibility to
replicate the layout of the study, referred to as replication by Bryman and Bell (2011), is believed to
be good. This conclusion is based on the fact that the process is well described throughout the
different part of the report.

3.5 Delimitations

The thesis project has been subject to a number of delimitations concerning both the scope and
depth of the investigation performed. Delimitations in the scope concern the decision to work
towards the Global Incontinence Category at SCA Hygiene Products and in connection to the existing
service offer and products within that department. As an effect, the service offer TENA Solutions,
present in the department, has been the starting point of this thesis. In addition to this, a number of
delimitations were also introduced as a consequence of limitations of the project time and resources.
The study was decided to be limited to Sweden and mainly the surroundings of Gothenburg as an
effect of time and financial means. Further, the number of opportunities that has been thoroughly
tested within the developed method was limited. The reason for this is that the developed process
model includes a large set of interviews as part of the method. Since the decision was taken to make
them face to face, for different reasons more thoroughly described in the methodology chapter, it
was clear that this phase would be heavily time consuming. As a result the most potential
opportunities were selected and experimented with. The extent of experimentation was also subject
to limitations. It was decided that the study would only include the development of business models
proposals and not succeeding development of prototypes. Instead the study stretches to the extent
were the business model is developed and assessed concerning its future potential. Lastly, since the
internal aspect of a company contains a range of sensitive information that could be exploited by
competitors, some of the findings and analysis relate to sensitive areas has been left out of this
report.
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4. The case company: SCA Hygiene Products

SCA is a leading, global, hygiene and forest company that develops products and solutions within
three different business areas; personal care, forest products and tissue. The company was founded
in 1929 by the Swedish finance profile lvar Kreuger, who merged ten different forest companies in to
a single group. SCA has since then developed from a pure forest company to a company that also
offers personal care products and tissue products. SCA is today associated with a range of different
fast moving consumer goods and the most famous brands are; Libresse, Tork, Libero and TENA.
During 2012 SCA divested their packaging operations and at the same time acquired a large tissue
company in order to increase their hygiene profile of the company (source: sca.com).

SCA Personal Care, which is the division that this thesis was carried out within, is a global leader
within the hygiene area. Their product portfolio includes incontinence products, diapers and
feminine care products. Adjacent products such as wet wipes, soap, baby oil, lotion and cotton pads
are also sold. The TENA brand makes SCA a world leader within incontinence products with a global
market share of 25% and annual sales excessing 10 billion SEK in 2012. SCA is also the fourth largest
player within feminine care with a 6% global market share, and finally the fourth largest player in the
baby diapers segment with a 5% market share (source: sca.com).

Traditionally, SCA has been a manufacturing and product focused company and still is in many ways.
However, it is also in their heritage to be service minded and working closely with their customers. As
this report deals with the issues of moving focus from products to services, it is important to
understand SCA’s present situation related to product and service focus. The only service offer that
TENA provides today is called TENA Solutions, which is offered towards nursing homes that buys
TENA’s products. Further details will be presented about the TENA offer in the section below, since
the focus of this thesis is closely connected to TENA Solutions’ services.

4.1 TENA Solutions

TENA Solutions were originally launched in 2004 as a project to enable best practice within the sales
organization across the European market. The best-practice routines involved both selling to
customers and educating customers. The reason for initiating TENA Solutions was a trend of
increasing competition and change in mentality, leading to focus on price before quality by the
customers. The idea was that TENA Solutions would offer services that would enable SCA to
differentiate the product offer and focus more on the value created rather than the product price.
Over the years, the service package has grown larger in order to stay competitive and price pressure
has increased. At the same time the product offer is becoming more and more commoditized. As a
result, it is of interest for SCA to look into the possibility of charging for existing services or
developing new service opportunities that can be charged for®

TENA Solutions can shortly be described as a “free” service package offered in connection to the
incontinence products related to TENA, in the market for elderly care. The TENA assortment is
provided by SCA’s global incontinence category and range from light incontinence pads to larger
incontinence diapers. The major part of the heavy incontinence protections are today sold to the
elderly care market, reaching customer groups such as care giving professionals and care giving
relatives. In this market, TENA is considered a premium brand often with higher average pricing than

! Johan Feltner, Innovation Manager Global Incontinence Category SCA, interview 2013-02-04
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competitor products. Due to the economic constraints in the market for elderly care, there is a need
to provide education and service as a part of the product offer to make the TENA assortment
competitive in relation to competitor products. By providing education and support services, TENA
Solutions drive down overall costs and increase care quality for the residents. This is mainly done
through changing the routines in connection to incontinence management and providing software
solutions for overall understanding of economic key indicators>.

4.1.1 Content of TENA Solutions program

The content and set up of TENA solution offer varies on both national and regional markets
depending on different care systems and cultures, but also on regional differences depending on the
way products are bought and paid for. However, on a general basis TENA Solutions can be described
as consisting of three phases; Plan, Coach and Monitor. The Plan stage refers to the first phase of
customer interaction where the customer and sales personnel identifies needs for improvement,
goals to reach and actions for improvement. Further, the Coach step contains educations, product
information and other activities that are aimed at reaching the goals for improvement. Lastly, the
Monitor step is intended to follow up the actions taken to make sure that they have been effective
and that the implemented changes are sustained, as well as identifying further actions>.

Apart from the education and coaching, the TENA Solutions offer consists of Index+ and TENA
Quality. Index+ is a software system that offer cost control and extracts key performance indicators
of the consumption of products related to incontinence within the elderly home. Its enables the
manager to follow up on costs savings and development of products usage per resident to ensure
that they keep down costs and provide a good and qualitative incontinence care. TENA quality is a
tool that aids the nursing home personnel in delivering individual incontinence care through quality
assurance. Further, it is also used as an ordering system for the incontinence products. The tool
consists of three building blocks, namely; individual incontinence care, quality assurance and best
practice. In short it enables the staff to create individual residents profiles with customized
incontinence products selection and a structured approach for how to deliver this to the customer®.

4.1.2 Purchase process

The purchase process for the TENA assortment of incontinence products varies depending on
whether it is purchased by a private actor or the public sector. For the Public sector the procurement
is done via tender processes by the regional council, where between one to three suppliers are
granted to sell within the region. In Sweden these tender processes are to a large extent based on
price per unit, but also on some qualitative factors such as additional value offered through
education and amount of hours the sales force spend at the nursing homes. By offering an extensive
service package through TENA Solutions, TENA gain a competitive edge in the tender processes
based on both quality and price. This has led to that TENA Solutions in many regional areas are
included when products are purchased. Once products have been granted access, it is locally sold at
the different nursing homes directly by the sales representatives. The processes for private actors are
somewhat different where there are two options either to join the public tender contract or to
purchase on their own. Some private actors choose to make their own deals with TENA as a way to

? Lars Antonsson, Nordic Sales Manager, Inco Care Europe SCA, interview 2013-01-31
* Johan Feltner, Innovation Manager Global Incontinence Category SCA, interview 2013-02-04
* Johan Feltner, Innovation Manager Global Incontinence Category SCA, interview 2013-02-04
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include TENA Solutions adapted to their need. These deals are negotiated on a national level by and
then later purchased on a home to home basis through the sales force®.

> Lars Kylberg, Key Account Manager, Inco Care Europe, interview 2013-02-01
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5. The process model

The purpose of this process model is to provide a structured method, based on the customer
development method, for established companies to experiment and test new business models for
services. The intention with the process model is to enable companies to fast answer important
questions such as: how can we grow by leveraging upon existing capabilities? What are viable
business opportunities? Do the opportunities create value and can we capture that value? And what
implications do the new opportunities have? To answer these questions the process model is
constructed in three phases that consider different important perspectives related to creation of new
business models.

The different steps of the process model is illustrated in figure 10 below and explained briefly in this
paragraph to provide the reader with an overall understanding. The first step, Internal conditions
mapping, draws upon the resource based view and resource dependency theory to meet the
requirements of an established company. Also incorporated in the first phase, is a structured
approach developed by Neely and Visnjic (2011) that describes how to approach service
development and identify opportunities for new services. Following, the External experimentation
and testing step uses the customer development methods first part, customer discovery, as a means
to structure the iterative process of creating, experimenting and testing new business models. The
customer development follows the structured proposed by Blank & Dorf (2012) with one major
change. Resources, activities and capabilities are taken into consideration during the process with
the purpose of identifying potential synergies. The final phase, Business model assessment,
investigates whether the derived business model allows the firm to profit from the innovation, while
also assessing the alignment with strategy and the impact of new resources and capabilities needed.

Step 2: External experimentation and testing

Step 1: Step 3:
Internal conditions Business model
mapping assessment

Figure 10: The developed process model.

5.1 Step 1: Internal conditions mapping

The purpose of this step is to map the internal conditions in the company. The aim for the firm with
this step is to get answers to important questions such as: what are we good at? What opportunities
exist? And, are we limited by our internal conditions? This is done through interviews and reading
secondary data, while simultaneously analyzing the information and identifying opportunities, based
on these insights.

32



The starting point of this step is to formulate a scope for the study. This can either be induced by an
internal idea that has emerged or an external influence like a change in the market structure or
something similar that needs to be investigated and exploited. An example of a scope could be:
“Investigate how our current service offer can be either modified or expanded towards market X”. It is
important to remember that the scope needs to be defined as broadly as possible since the whole
purpose of the process model is to allow existing companies to experiment and test new ideas during
the external discovery phase. By looking outside the current markets and customers, new industries
where the existing resources and capabilities can be leveraged upon can be found. Some kind of
limitation of scope is however necessary in order to be efficient in the discovery phase and to be able
to identify the relevant internal capabilities. When the scope is set, the mapping of internal resources
and capabilities of the company starts. This is achieved through performing internal interviews and
reading secondary data. The entire list of the company’s generic resources and capabilities will not
be identified, only the ones that can be considered relevant or adjacent to the set scope of the study.
But again, do not be too narrow because it will limit the rest of the study too early. The existing
markets, customers and key partners will also be mapped during this phase in order to investigate
the company’s level of resource dependency. In addition to mapping the internal resources, service
opportunities are identified based on the insights from the interviews and the internal conditions.
The result of this analysis will be a list of identified opportunities within the set scope of the study.
These opportunities will then be used in the following external step as a basis for formulating
customer problem hypotheses.

The following sections will explain in more detail how step 1 of the process model is meant to be
carried out. To provide a structure and make the process model easy to work with, the four internal
areas that need to be mapped are presented and explained in separate paragraphs below together
with the outcomes that each described area should result in (illustrated with this icon = ).

5.1.1 Resources & activities

According to the resource based view (Grant, 1991), resources refer to the assets that a firm insert
and transform through their internal processes to create products and services. These resources are
a mix of physical and intangible and can be divided in to the following six categories: financial
resources, physical resources, human resources, technological resources, reputation and
organizational res