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Key Concepts of Creating Value with Services

Cost — The amount of money spent on a specific activity or resource.
Value — Value is the perceived benefits, usefulness and importance of something.
Organization — A person or a group of people that has its own functions with
responsibilities, authorities and relationships to achieve its objectives.
Outcome — A result for a stakeholder enabled by one or more outputs.
Output — A tangible or intangible deliverable of an activity.
Risk — A possible event that could cause harm or loss, or make it more difficult to
achieve objectives.
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Definition: The amount of money spent on a specific activity or resource

From the service consumer's perspective, there are two types of costs involved in service

relationships:

1. Costs removed from the consumer by the service ( a part of the value proposition).
This may include costs of staff, technology and other resources, which the consumer
does not need to provide.

2. Costs imposed on the consumer by the service ( the costs of service consumption).
The total cost of consuming a service includes the price charged by the service
provider (if applicable), plus other costs such as staff training, costs of network
utilization, procurement, etc. Some consumers describe this as what they have to
'invest' to consume the service.

To ensure that the correct decisions are made about the service relationship it is important

that both types of costs are fully correct understanding of the cost of service provision is

essential. Providers need to ensure that service are delivered within budget constraints
and meet the financial expectations of the organization.
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Value

= Value is the perceived benefits, usefulness and importance of something.
= Value for the service consumer:
v"Is defined by their own needs
v Is achieved through the support of intended outcomes and optimization of the
service consumer's costs and risks.
v Changes over time and in different circumstances.
= [|nherent in this definition is the understanding that value is subject the perception of the
stakeholders, whether they be the customer or consumer of a service, or part of the
service provider organization(s). Value can be subjective.
= Value can come in many forms, such as increased productivity, reduced negative impact,
reduced costs, the ability to pursue new markets or a better competitive position.
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Value Co-creation

= Stakeholders across the service value chain contribute to the definition of requirements,
design of service solutions and even to service creation and/or provisioning itself.

= Achieved by active collaboration between:

v" Providers and consumers AND
v’ Other organizations that are part of the relevant service relationships

= The provider delivers the service and the consumer receives value; the consumer plays no
role in the creation of value for themselves.

= Increasingly, organizations recognize that value is co-created through an active
collaboration between providers and consumers, as well as other organizations that are
part of the relevant service relationships. Providers should no longer attempt to work in a
vacuum to define what will be of value to their customers and users, but actively seek to
establish mutually beneficial, interactive relationships with their consumers, empowering
them to be creative collaborators in the service value chain. Stakeholders across the
service value chain contribute to the definition of requirements, design of service
solutions and even to service creation and/or provisioning itself
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Organization

= A person or a group of people that has its own functions with responsibilities, authorities
and relationships to achieve its objectives.
= QOrganization vary in size & complexity in their relation to legal entities
= Associeties & economies evolve relationships between and within organizations become
more complex.
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Output and Outcome

= Qutput
v/ Atangible or intangible deliverable of an activity.
= QOutcome

v Aresult for a stakeholder enabled by one or more outputs.
= |t is important to understand the difference between these two
= Qutput leads to achievement of outcome
= Example: Output (CRM System) --- Outcome (Increase effectiveness & efficiency)
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Risk

= A possible event that could cause harm or loss, or make it more difficult to achieve
objectives.
= Risk can also be defined as uncertainty of outcome, and can be used in the context of
measuring the probability of positive outcomes as well as negative outcomes
= Two types of risks that are of concern to service consumers:
v" Risks removed from a consumer by the service (part of the value proposition).
These may include failure of the consumer's server hardware or lack of staff
availability. In some cases, a service may only reduce a consumer's risks. But the
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consumer may determine that this reduction is sufficient to support the value
proposition.
v Risks imposed on a consumer by the service (risks of service consumption). An
example of this would be a service provider ceasing trading, or experiencing a
security breach.
= |t is the duty of the provider to manage the detailed level of risk on behalf of the
consumer. This should be handled based on a balance of what matters most to the
consumer and to the provider. The consumer contributes to the reduction of risk through:
v'Actively participating in the definition of the requirements of the service and the
clarification of its required outcomes.
v Clearly communicating the critical success factors and constraints that apply to
the service.
v Ensuring the providers has access to the necessary resources of the consumer
throughout the service relationship.
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Utility and Warranty

= Utility — The functionality offered by a product or service to meet a particular need.
Utility can be summarized as "what the service does" and can be used to determine
whether a service is "fit for purpose”. To have utility, a service must either support the
performance of the consumer or remove constraints from consumer. Many services do
both

= Warranty — Assurance that a product or service will meet agreed requirements. Warranty
can be summarized as "how the service performs” and can be used to determine whether
a service is "fit for use". Warranty often relates to service levels aligned with the needs of
service consumers. This may be based on a formal agreements, or it may be a marketing
message or brand image. Warranty typically addresses such areas as the availability of
the service, its capacity, levels of security and continuity. A service may be said to
provide acceptable assurance, or "warranty"”, if all defined and agreed conditions are met.
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Key Concepts of Service Relationships

= Service Offering
v A description of one or more services, designed to address the needs of a target
consumer group.
v A service offering may include goods, access to resources, and service actions.
= Service relationship management
v Joint activities performed by a service provider and a service consumer to ensure
continual value co-creation based on agreed and available service offerings.
= Service provision
v' Activities performed by an organization to provide service
= Service consumption
v’ Activities performed by an organization to consume service
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Service Offering

= Goods
v Supplied to the consumer
v" Ownership is transferred to the consumer
v Consumer takes responsibility for future use
v' Example: A mobile phone, A physical server
= Access to resources
v" Ownership is not transferred to the consumer
v Access is granted or licensed to the consumer under agreed terms and conditions
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v" The consumer can only access the resources during the agreed consumption
period and according to other agreed service terms
v' Example: Access to the mobile network, or to network storage
= Service Actions
v’ Performed by the service provider to address a consumer's needs
v’ Performed according to agreement with the consumer
v Example: user support replacement a piece of equipment
= Services are offered to target consumer groups, and those groups may be either internal
or external to the service provider organization. Different offerings can be created based
on the same product, which allows it to be used in multiple ways to address the needs of
different consumer group. For example, a software service can be offered as a limited
free version, or as comprehensive paid-for version, based on one product of the service
provider.
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Service Relationship & it's Management

= Service relationship — A co-operation between a service provider and service consumer.
= Service relationships include:
v’ Service provision,
v’ Service consumption and
v Service relationships management
= Service relationship management — Joint activities performed by a service provider and
service consumer to ensure continual value co-creation based on agreed and available
service offerings.
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= To create value, an organization must do more than simply provide a service. It must also
cooperate with the consumers in service relationships.
= Service relationships are established between two or more organizations to co-create
value. In a service relationship, organizations will take on the roles of service provides or
service consumers. The two roles are not mutually exclusive, and organizations typically
both provide and consume a number of services at any given time.
= The service relationship model — when services are delivered by the provider, they create
new resources for service consumers, or modify their existing ones. For example:
v Atraining service improves the skills of the consumer's employees
v A broadband service allows the consumer's staff to visit clients
v" A car hire service enables the consumer's staff to visit clients
v' A software development service creates a new application for the service
consumer.
= The service consumer can use its new or modified resources to create its own products to
address the needs of another target consumer group, thus becoming a service provider.
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Service Provision

= Definition: activities performed by an organization to provide service.
= Service provision includes:
v' Management of the provider's resources, configured to deliver the service
v Access to these resources for users
v Fulfilment of the agreed service actions
v Service level management and continual improvement.
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= Service provision may also include the supplying of goods
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Service Consumption

= Definition: Activities performed by an organization to consume services
= Service consumption includes:
v Management of consumer's resources needed to use the service
v" Service use actions performed by users including:

R

+ Utilizing the provider's resources
“* Requesting service actions to fulfil.
= Service consumption may also include receiving (acquiring) of goods.
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