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Executive summary
Making profit is the foundation every modern company rests on. No profit, no business. 

During the passed 10-15 years making profits in the computer retailing industry has been harder and
harder. Margins has has lessened and due to the simplification of computers and increased easiness
to understand computers even more unqualified people may compete in the business.

As an effort to increase the profitability of the industry niching was discussed as possible for
success and earning money on added value, which is the theme running all through this thesis.

The theories this thesis rests on are basically theories about a high quality service, which is the main
foundation for any success; no high quality offered, no success. The high competition in this
industry is one of the corner stones of the thesis as well due to the heavy competition in the
investigated industry. A third important and clear corner stone are the theories about rules of public
procurement which Government owned, or partially owned companies, has to follow.

The fact that added value is a subgroup of customer value is natural, but in difference to added
value, the concept of customer value is clearly defined, while the meaning of added value is rather
ambiguous and undefined. The theories about added value stretches from, spoken from Telia as
telephone answering services to co-production of values, some theories even say that added value
can only be defined by customers and not by the industry offering it.

In this thesis, 25 industrial companies was to be interviewed, of which 14 accepted or had their key
responsible in question available. This gives a response frequency of nearly 60%. Five out of the 14
answering companies have to follow the rules of public procurement.

The interviews have been carried out by Perspektiv Undersökningar by phone during the fortnight
before mid summer 2004. Eight questions regarding added value, its importance and what added
values to pay for have been asked.

Very clear in this study was partially the importance of added value, and rather surprising after
heaving read the theories, how unanimous the respondents were, who all of them mentioned added
value to be the relation between customer and retailer and the importance of suppliers ability to
understand and see what the customer need.

It is very clear that the ability to make money on added value is limited as the customer regards the
added value of relation as obvious for any business transaction at all. However, the customer is
prepared to pay a higher price to the supplier offering added value, than to suppliers just caring for
transactions.



Guideline for reading
This thesis is split up in seven chapters plus sources and appendix.

The foundation for the thesis, with theories, problem and how to solve the problem has been
described in the four first chapters, while data found is described in the fifth to seventh chapter and
compared with theories. In the seventh chapter is as well found ideas for further reseach based on
problems I met during my work and thoughts I got due to the answers.

I case you would like a quick idea about the thesis, I suggest you to take a look at the executive
summary as well as chapter 2.8 and the analysis and recommendations chapter.
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1 General problem area 
The purpose for this chapter is presenting the problem area of this Master's Thesis. Customer
value, what it is, its history and how to generate, will be explained in the introducing part. In the
problem discussion finally a research problem will be formulated based on these facts.

1.1 Introduction

The machine we today call a computer is not older than 20 years, and the first machine ever called
computer was first planned in 1937. I.e. it is quite a new invention.

During the 1970;s the computer got smaller and cheaper. It could be used not only by defence and
large companies, but even by separate institutions and medium sized companies. Ten years later, the
computer started to be used even by smaller companies and private persons. During the 1990;s the
Internet became a well known fact for “everyone” and the computer developed to an indispensable
tool in any business.

Today's computer retailer faces the problem of low profitability due to the hardened competition.
Making money on selling computers and parts does not give enough for a retailer offering a wide
range of brands and does not produce its own parts.

Finding new cheaper ways of selling does only solve the problem temporarily, as the competitors
can do this as well – easily and quickly. Or by other words: It is getting harder and harder to
compete successfully with the automatised production technology available for anyone. For
example transferring some selling to the Internet for loyal customers: I.e. letting the customers do
the job. But this solution does not solve the problem with low profitability, as the prices most
probably must be decreased when the customers does the job, or at least a part of it. 

Expanding business, by seeking for new customers, and thereby selling more articles is not a
solution either as sales staff must be increased than as well, while the margin/article remains the
same or has to be decreased. You do not make more money if selling more when there is low or
nearly no margin on the articles you sell. 

Some retailers even sell with a negative margin and make money on services sold with the contract.

In order to make money today, the retailer must differentiate from its competitors and offering
something unique or more than its competitors. It is a question about offering more value to the
customer and making money on these.

1.2 Customer value  

From Kotler (1999) we know that if customers only bought products and did not care about the
surrounding services, for example customer service and maintenance, and if all products in one
category were similar, than all markets would be based on price. The companies would than be
forced to accept market's price. The only winners in such a case would be companies with the
lowest costs.

This is, however not as the world looks like today. Since the 1970's there has been a clear
development from a product and transactions market to a market where core competence and
intellectual capital as well as relationships and alliances has been important for the winning
company.

1.2.1 What is customer value?

Naumann (1994) defines customer value as: The ratio of benefits to the sacrifice, necessary to
obtain those benefits. Since the customer determines the benefits and the sacrifice, the customer's
perception of each is important. The sacrifice, or price, that a customer makes typically consists of
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transaction costs, life style costs, and some degree of risk. Yet for most situations, the only factor
that is known with reasonable certainty is the transaction cost, and that may be somewhat variable.
Each of the other factors is heavily dependent on customer perceptions and expectations. 

Perceived benefits - product attributes and service attributes 

Perceived sacrifice - transaction cost, life cycle costs, risk 

Karlöf (1997) learns us that about a similar definition: Value is split up in two components; price on
the one side and  and benefit or quality on the other side. Price is the customer's sacrifice in order to
get the benefits of the offer. Furthermore, quality has during the 1980's been more and more
popular, and is here to stay.

The definition found in Cross (2002) will make us think some steps further: "You have to be in base
with your client base to offer new services successfully", advises Tim Sexton, president of the 75-
employee company, which bills $10 million a year and adds: "How else can you know what
customers' real needs are? You can develop what you think are wonderful services, but if those are
not embraced by your clients, then you have just wasted time and money". Recall from Naumann's
definition that “the customer determines the benefits”, while Cross-Sexton claims that the customer
determines what is good service and that customer value is something that arises in co-operation
between the service provider and the customer. This is a fact Wikström & Normann (1992) also
claims and that the customers will be partners as the relation tends to be deeper and broader while
the co-operation absorbs.

1.2.2 From transactions to service creating relations

Naumann (1994) means that there are today two main trends: Relation to market and strategic
focus. Relation to market has to do with development from focusing on individual transactions, to
an emphasis on customer contacts and moments of truth, to widening the scope to include
relationship contexts and even broader to an alliance and network scope. Strategic focus describes
the development from focus on products, most often physical products, perhaps with some added
services, to a focus where the service per se is the core market offering.  

Today offering customer value has been not only a way to compete, but maybe one of the demands
for long-term survival of a company. Today very few, if any company turning to industrial
customers, can prosper by just offering transactions where focus is on standardised products and
individual transactions and where the four P's model (product, price, promotion, place) is sufficient.

During the 1980's more and more was focused on service and the total market offerings, but still
within the framework of individual service encounters or moments of truth. There was an idea that
services were realised in interactions with customers and could not be stored. The customer gets
more a role of co-producer which is based on services, value and quality.

Relationships are something distinguishing the 1990's. The emphasis is on customer retention and
loyalty and not just individual service encounters. One-to-one marketing, CRM (Customer
relationship management)  and customer learning are important as management tools. The
organisation focuses on processes and re-engineering these and create repeated businesses with
satisfied customers.
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During the last years, more and more has been focused on customer value creation, where even new
media is used in order to build strong relationships with customers and other parties. Branding
strategies of the retailer, is one of the most important strategic tools. With the new media the ability
to learn, relearn and learning new things has been more important and possible than before. It is a
question about focusing on developing business and concentrate towards the processes working
around customer's consumption. The limit between product reseller and service reseller is getting
more and more unclear when product resellers offer more and more services while consultants or
technical service companies offer products as well.

Mitchell (2003) asks himself: How often does the customer value definition change?  Look at the
top 10 lists in just about any industry.  Each decade they change. Companies, who stay successful
over the long term, stay out in front of the changing customer value definition.  Knowing, reviewing
and discussing the customer value definition become ingrained into their culture.  Everyone in the
organisation understands that their purpose is to create value for customers, not to meet production
schedules or to move paper from the in basket to the out basket.  Understanding and delivering
value becomes integrated in every fibre of the organisational fabric. 

1.2.3 Generating customer value 

Naumann (1995) means that generating customer value is not only important, but even a very
difficult task as expected customer value is a dynamic concept. What constituted good value today
may be poor value in six months.  From Mitchell (2003) we understand that companies which stay
successful over the long term, stay out in the front of the changing customer value definition and
had integrated the customer value in their business culture with employees understanding their
purpose is creating value to their customers. Krajewski & Ritzman (2002) means that value can be
explained as; how well the product or service serves its intended purpose at a price the customer is
willing to pay. The expectations of the customer must be met or rather exceeded. 

An anonymous (1996) article means that the importance of brand has been transferred from the
products to the retailer. Today the brand as guarantor of product performance and status is
increasingly less effective as a means of product differentiation. Customers are more confident
about their own choices and no longer pay premiums for brands unless performance so justifies. A
helpful improvement for many organisations is to get them thinking in terms of the whole service
that their customers receive from the company's offering rather than in terms of the product itself.

Maklan & Knox (1997) considers customer value as increasingly arising through a relationship
with a supplier for a stream of products and services over time, rather than individual products and
services. In order to build this relationship it is important to know that the customer no longer wants
a choice of products and services; the customer wants what the customer wants. Customer value is
created through the ability of a supplier to understand customer needs and effectively meet them
through modern JIT supply chains. The products and services add less value than the  problem-
solving  activities around them.  

Customer needs are increasingly met through alliances of companies; more and more customers buy
multi-branded solutions. 

Naumann says that in order to develop a successful customer value, three factors have to be
achieved: product quality, service quality and value-based prices must be in harmony and at least
meet, but rather exceed customer expectations. If one leg in the triangle fails, good customer value
has not been delivered.

One help for how to create and deliver value is thinking in the five steps of the "strategic
leadership star" from Nicholls (1994), according to which you first have define your purpose with
vision and mission, i.e. it states the reason for the organisation's existence with its mission of
strategic importance and working as a strategic compass. This is not at least important in a
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featureless landscape where a good mission statement will identify the target customers and indicate
the value that is being delivered to them.

Next part of Nicholl's star in order to create value, insists that facing the customer and process
streams is important. The process of streams, which gives the organisation a number of advantages,
are the processes delivering the value to the customer. Among the advantages the process streams
give the organisation are that the meaning of each part of a process delivering value is enhanced and
that every co-worker becomes conscious of their part in the service process to each customer.

Nicholl continues by learning us that it is important as well to cover the key competences and
capabilities in order to fulfil the mission via the process streams. One of the corner stones of the
competence, strategic strength, comes from knowing what one must be good at in order to deliver
value to one's customers and also making sure that one is superbly qualified in those areas. As can
be read even in Rosvall (2000): “Do not offer the customer what the customer wants, offer the
customer what the customer needs” - words originally told by a company in the electronic business.
Rosvall continues by summarising the customers needs in the following steps: Larger incomes,
lower costs, more secure processes, better environment and further... According to Peppers &
Rogers (1999) information about groups is based on the collection of information, desires and
interests in a larger group of customers. This knowledge is used as base for a relational company
and accumulated about customers with similar desires and needs, which make it possible for
companies to predict what the individual customer needs, even before the customer itself
understands it.

The fourth point of the Nicholl's star covers benchmarking and standards. So far, in moving around
the strategic change star, we have seen that the mission has been implemented through process
streams as the framework for the exercise of key competences and capabilities. To track the extent
to which the mission is actually being fulfilled it is necessary to establish some measurement
standards. The setting of these standards is best done by getting close to the customer.

At last, focusing on the value-initiatives that people generate when they become enthusiastic about
delivering value to the customer. The working groups will automatically begin to act as value added
teams with its mission established, its position in the value adding process and be aware of its key
competences. As soon as the standards are set, all that remains are to devote scheduled time to
improving on them.

When a customer buys a product, normally a variety of services are included (or at least voluntary
extras). The first one, called pre sale, precedes the purchase transaction, then the category related to
the transaction comes and the last one follows the transaction and extends throughout the product's
life, the so called post sale. The kinds of services in each category will vary between different
industries and from customer to customer. Today, as competition becomes more and more intense,
customers will come to expect more and better services. As companies develop closer support
networks and stress relationship marketing more, the types of support services are likely to increase
even more according to Naumann. 

• Pre sale services - The support that usually furnish the customer with information and assistance
in the decision-making process. Technical seminars, where the customer actually could be a part
of the customer training programme, as an example. 
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• Transaction services - As pre sale services, the transaction service has a variety of possible ways
to be carried out.  They may include providing customers with a computer and modem loaded
with ordering software to speed order cycle times or as be as simple as ordering by facsimile.
Normally this service could include information about inventory surplus or shortage, changes in
lot sizes , or order fill rates. They could include financing and credit terms, information on
guarantees, or return policies. They may also include efficient check-in procedures at a hotel or
at an air-line. Very often these services are included and based on the needs of the selling firm,
and not the customer's needs.

• Post sale services – These are the services traditionally attracted by most firms. Probably the
initial service is delivering on agreed date, this is normally one of the most important criteria for
industrial buyers. If the delivery would be delayed then order status, backorder, or shipping delay
information becomes more important. Also customer service and complaint resolution process
become important in such a situation.

Guarantees offered are often limited to a fixed period, and service, maintenance, and repair
throughout that period are customer expectations. Frequently are training programmes required
for capital and technical equipment and retraining when old(er) equipment may need to be
replaced.

According to Wikström et. al. (1992), the driving forces behind the increasing value creating can
be described in six steps and are a result of that increased dense of resources and activities can be
made available for each user per time and space unit. The first force we can identify by comparing
today's possibilities with yesterday's, which mean that customers are today not needed to execute
activities in sequence, but can also execute them simultaneously. We also know from the discussion
above that networks are one of the fundamental bases for value creation, which can be mobilised
more individual and even adapted to the unique situation and customer. As the customer are seen
rather as passive users more as co-producers of value as the information flows in all directions and
not only from the supplier, the limit between supplier and customer is getting weaker. These facts
has caused the development of “informatisation”, rather than use of new technology only for
automatisation. This impacts than the appearance in actors systems in a more dynamic way than
traditionally.

Kotler (1994) says: Marketing today is not a matter of selling products, but a matter of selling
benefits. The marketer do not only sell values of purchasing, but value of using. This can be made
by offering a lower price, which is the best suiting way for companies with the lowest costs in its
trade but can also be reached by letting the customer forgo parts normally included – i.e. not
offering a worse product or service, but a stripped. It can also be performed by helping the customer
to reduce its costs, where the product may be more expensive than competitions, but total life cost
is lower. The third way may be seen as an opposite to the first, it is about adding benefits which
make the offer more attractive. This could be done by e.g. offer services adapted to each customer,
faster service or special offers.

According to Karlöf (1997), when comparing customer value against main competitor a tool of
analysis checking quality is useful. This tool has its principal value in relatively limited industries
with a few actors and illustrates the gap with reference to the experienced quality from the customer
for a number of qualities. 

1.3 Problem discussion

Today the hunt for lower costs is vital for every company. While the supplier wants to get paid as
much as possible for a product or service, the customer wants to pay as little as possible for the
same product or service but without getting a worse product or service of lower quality than what is
needed. This leads to more and more customer adapted services, but the ability to offer each
customer in detail what the customer wants.
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Getting paid for value added services today is vital for a supplier of computer related products. The
heavy competition on computer related products has put a lot of press on the prices. In order to sell
at as low prices as possible, web sales have been more and more important and successful: For the
customer because of low prices, for the seller because of easy selling where the customer does the
job. But there is a snag – selling products in this market is not profitable enough and as we know
from the chapter about customer value, retailers offering service too, sometimes sell their articles
with a negative margin i.e. they make a loss on the articles in order to get a contract on services. 

How can money be made for the computer retailer?

Consider the following line from Info Maker (2002): By selling added value services to the
advertisers, new possibilities to earn money are created. However added value is not for advertising
only. Value added services has during the last five years been more and more paid attention to from
telecommunication industry (well above 90% of all hits on the Internet are from this industry when
searching for "mervärdestjänster" – added value services in Swedish) not at least, but from other
industries as well. It is about offering the customer something extra, not necessary free, but possibly
something unique in order to entice customers.

What shall the added value services do to the retailer?

Making money on added value services can be seen on in many different ways. For example
developing added value services which causes the customer to see upon us as a total supplier and
by doing that tying them closer to the company. Buying an added value service does not necessary
means that the cheapest alternative will be bought, but possibly the one that gives the lowest cost
during life time of the product or the highest yield.

Let us revert to the top of this chapter. Due to the hard competition and low profit margins on the
articles in the computer business, earning money must be made in some other way.

Research problem
The discussion above gives a base for the following research problem:

When can a computer retailer make money on added value?

1.4 Purpose of thesis

The purpose of this thesis is to get an understanding how a computer retailer can use added value in
order to make necessary profits and nevertheless stay within the retailing business as core business.
In order to do this some Research Questions has to be answered.

• How can added value be created?

• How important is added value to the customer?
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2. Theories
This chapter is meant to create a foundation for the reader about the subject for this thesis. It will
describe service theses form a qualitative point of view, quality, added value and some more facts
important for later understanding.

2.1 Services

During the last decades the economies of the industrialised countries have gone through substantial
structural changes. Services has grown, while the importance of producing sector is decreasing (but
is still important). Services in many industrial companies is important today. The limit between
producing and service companies is getting more and more indistinct.

2.1.1 Managing services

Jobber (2001) has identified five key aspects of managing service: 

Managing customer relationships which has attracted a lot of attention during the recent years
when organisations focus more and more on retaining existing customers rather than only attracting
new ones. This is not only a matter of taking care of the customers, but a matter of costs as well.
Retaining new customers costs five up to ten times the cost for retaining old customers according to
DMC Software Solutions (2004). Relationship marketing involves the shifting to activities concerned
with attracting customers to activities focused on current customers and how to retain them. The
quality of the relationship which develops will often determine its length. 

High quality, in the eyes of the customer, will most probably lead to benefits of the seller in means
of; increased purchase as the customer tends to spend more and more each year the relation goes on
and also gives a lifetime value of the customer, lower costs (which strengths the discussion from
DMC). Word of mouth, which will be handled later, has a lot of importance in a successful
managing service, which due to its intangible nature the customers intend to evaluate
professionalism by cues and recommendations. A fifth important benefit is the creation of a
virtuous circle which has the effect of employee satisfaction and retention through beneficial
relationships over to employees' job satisfaction and lower job turnovers which gives the employee
time to maintain existing relationships rather than seeking new ones.

Even the customer gets a few benefits of the long-term relationship in meanings of cost, just as the
supplier. But for the customer the savings come in forms of avoidance of switching costs and
psychological costs associated with switching to a new supplier, as the period of learning is as well
a period of risk and maybe discomfort for the customer. As the service provider will learn, the
demands and requirements of the customer after a while, they will also be able to offer a higher
level of service, and a more customised service. The long-term relationship will also reduce risk and
stress as well, especially when the service is personally important, variable in quantity, complex
and/or subject to high involvement  buying. Establishing the relationship takes some time, but after
a while, if the relationship is successful, the customer can trust the consistency of the service
provider. The social and status benefits of the customer has to do with deeper personal as well as
professional dimensions created after repeated contacts. It is not out of the question that a business
relationship can develop into a personal relationship.

The development of retention strategies can be carried out in six ways, some more and some less
drastic. However not all customers are worthy of a relationship building, due to the fact that they
may be habitual brand switchers or just caring about lowest price, i.e. answering to the lowest offer
while others may not generate sufficient revenue to justify the expense of acquiring them in order to
maintain the relationship. The most drastic way of building a relationship might be to bond the
customers through financial incentives, or socially or structurally bonding them. Bonding could in
the last step, the structural one, be done by providing the customers with solutions specially
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designed for the service delivery system they are already using. Even the internal marketing has to
be considered and is achieved upon using high-quality performing employees and concerns training,
communication to and motivating internal staff and has as outcome of high-quality service delivery,
which is the fundamental basis for each customer retention. One of the corner stones of maintaining
service relationships is fulfilment of promises: What is promised must be kept. Certainly, to achieve
this, promises made must be realistic initially and staff and service system enabled to deliver
promises made. A heavily weighing part is the building of trust, in which two way communication
is vital. The two-way communication will develop feelings of closeness and openness and leads to
confidence in service delivery as well as lessened perceived risk. If a problem would appear,
working service recovery is very important. Service recovery is meant to solve the problem and
restore the customers' trust into the company, and even to improve the service system in order to
avoid the problem to appear again.

The second key aspect Jobber mention is managing service quality. Companies higher rated on
service quality also perform better in terms of market share growth and profitability, this has been
shown by Buzzel & Gale (1987) and is related to the so called GAP model, which has to do with
customer's expectations of services and suppliers opinion on service. This model will be explained
later. 

The  relationship between input and output is called managing service productivity and relating to
the use of technology, which can be used in order to facilitate for customers, speed up waiting lines,
improve productivity etc. Often the customer is involved in the production as a result of the ability
to increase both productivity and service quality in e.g. self service situations that reduce waiting
time for the customer and increase productivity for the supplier. It is also very important to balance
supply and demand, as a service not bought is lost service and lost income. The classical example
here is the unsold flight seat on the early flight, which can not be sold on a later flight.

Closely related to last subject is managing service staff where research has shown that only 14%
stopped patronising service because they were dissatisfied with quality. More than 2/3 stopped
buying because they found staff indifferent or unhelpful. A starting point to the process of
managing staff is the selection of suitable staff, after defining the nature of job, and than training the
staff. Socialisation and acceptance of internalised key behaviour norms has to do with the culture of
the organisation. The workforce has to be motivated in order to do their best to the customers of the
supplier. One of the key factors in avoiding anti motivation is efficient equipment which facilitates
the work. Last but not least service evaluation, which is about customer feedback, an essential part
of maintaining high standards of service quality, has a lot of importance to this matter.

The successful service company positioning its services  in the process of establishing and keeping
a distinctive place by differentiation in the market. I.e. keeping unique and differ from the
competition by the decisions how and where to compete.

2.2 Prices

According to Bateson (1990) has the process of setting prices since long been defined as a three-
cornered fight between supplier's costs, competition and customer value. Because of the costs of the
supplier need to be recovered, these set the floor of the price that is acceptable in the absence of
competition. In today's world, there is no chance for this scenario, due the fact of the heavy
competition or at least some competition in almost any industry. By this reason these costs become
less relevant, and price can be set in line with the value of the goods or service to the customer.
Competition means that the price must be between the floor set by the costs and the ceiling set by
customer value. This three-cornered fight has been characterised by three different types of pricing
strategy: cost-plus pricing, value pricing and competitive pricing.

The operational content of the service product both provides opportunities and causes problems in
setting prices. The nature of service is by no means straightforward, and the traditional cost-plus
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approach to pricing is therefore complicated. 

Goods and services have a common need for product profitability analysis. Because management is
concerned with the profitability of different products, it needs to know both product revenues and
costs. The former are readily available, but the latter are much less so. The relevant costs for
product profitability analysis are those that are much less so. The relevant costs are irrelevant
because they have not been affected by the production and sale of the product; they are joint costs.

2.3 EU definition of micro, small and medium-sized enterprises

Micro, small and medium-sized enterprises are socially and economically important, since they
represent 99 % of all enterprises in the EU, considering the enterprise size definition of the
European Commission Enterprise Directorate-General (ECED), and provide around 65 million jobs
and are an essential source for entrepreneurial spirit and innovation. However, they face particular
difficulties. To compensate those, Community and national legislation grant various advantages to
SMEs. To avoid a distortion of the Internal Market, a legally secure and user-friendly definition is
necessary.

The revision ensures that enterprises which are part of a larger grouping and could therefore benefit
from a stronger economic backing than genuine SMEs, do not benefit from SME support schemes.

The increase of the financial ceilings is designed to avoid penalising enterprises that invest. While
the increase is significant in percentage terms, it will not lead to a marked rise in the number of
SMEs. From an economic point of view, it is neutral compared with the situation in 1996 since it
takes account of subsequent price and productivity increases while maintaining the staff ceilings.
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2.4 Competition

Creating added value to the customer is a way of getting advantages in a business heavily exposed
for competition. We know from the problem discussion that when competing about industrial
customers, money must be made on other things than products today.

2.4.1 Competition according to Porter

Jobber (2001) learns us about the so called Porter model that when analysing the competitive
structure of an industry in order to get an idea about its competition and threats, considering five
different kinds of threats and bargaining powers can be helpful. In an industry where these five
forces are intense, low performance can be expected according to, where the forces are mild a more
superior performance is common.

2.4.1.1 Bargaining power of suppliers

Recklies (2001) mean that the supplier's market comes up in in a market where the supplier has a lot of
power to conduct and decide the terms. For example this can easily happen in market dominated by a few
large suppliers and in absence of realistic substitutes for the particular input. Considering the software side
of  computer business, we today often meet the discussion Windows – Linux: Linux is a realistic alternative
to Windows, and free to use for anyone including industry. Today in many organisations and where tax
payers' money is used there is a discussion about switching to Linux due to high licenses of Windows and
compatible software. Facing the “problems” with switching, we meet another power of suppliers; the high
costs of switching due to changeover costs.

Forward integration, in order to achieve more control over the network can offer the supplier economies of
scale and lower costs of production. In such situations, the buying industry often faces a high pressure on
margins from their suppliers. The relationship to powerful suppliers can potentially reduce strategic
options for the organisation.
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2.4.1.2 Bargaining power of customers

Recklies (2001) continues; the bargaining power of customers determines how much customers can
impose pressure on margins and volumes. In a market with a few customers and many suppliers, the
customer has a lot of bargaining power; if not one seller will accept the terms of customer maybe an
other will or someone producing a similar article or service – a substitute, if it is affordable and can
be done without high switching costs. 

From a product point of view customers bargaining power is likely to be high in cases when they
buy large volumes especially in a standardised product market or when they can produce the
product themselves. Cases when the product is not of strategical importance for the customer or
when it knows about the cost of producing the article offers bargaining power of customers as well.

Other examples of customer's bargaining power is being a key customer at the supplier, or being
one of few customers. Costs can be of importance as well, and advantageous for the customer in
cases of their high price sensitiveness or the suppliers high fixed costs.

2.4.1.3 Threat of new entrants

This threat is according to Recklies (2001) about that if the competition in an industry will be the
higher, the easier it is for other companies to enter this industry. In such a situation, new entrants
could change major determinants of the market environment (e.g. market shares, prices, customer
loyalty) at any time. There is always a latent pressure for reaction and adjustment for existing
players in this industry. 

The threat of new entries will depend on the extent to which there are barriers to entry. Some
barrierrs of financial or economical nature are economies of scale, cost advantages of existing
players due to their experience in market, high investments in machines or qualified staff and  high
switching costs of the customers.

Entering a (new) market also requires investigating the macroenvironment carefully. Legislation
and government actions can be hazardious for the success. The new entrant may also carefully
inform regarding protected important resources as patents or licenses; buying them could be very
expensive, violating them even more expensive.

One hard threat is the already existing players, their access to raw materials and distribution
channels which both can be already controled by themselves. Their brands may as well be run in by
customers which may also already have a close customer relation or even long-term contracts with
their supplier, making it impossible to change to a new one without risking high demands for
damages.

2.4.1.4 Threat of substitutes

Recklies (2001) means that a threat from substitutes exists if there are alternative products with
lower prices of better performance parameters for the same purpose. They could potentially attract a
significant proportion of market volume and hence reduce the potential sales volume for existing
players. This category also relates to complementary products. 

Partially this threat is similar to the one of new entrants, the brand loyalty, close customer
relationships and switching costs for the customers appear in both. But as threat of substitutes are
also found relative price for performance of substitutes and current trends..

2.4.1.5 Competitive rivalry between existing players

This force describes the intensity of competition between existing players (companies) in an
industry. High competitive pressure results in pressure on prices, margins, and hence, on
profitability for every single company in the industry.
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Competition between existing players is likely to be high when there are many players of about the
same size and/or the players have similar strategies or not much differentiation between them and
their products.

This phenomena is also much likely to appear in a market where the growth is low or barrier for
exit are high (e.g. expensive and highly specialised equipment).

2.5 Public procurement in the European Union

According to the information given from the European Union's Dialogue with business (2004),
public procurement represents EUR 720 billion (milliard) annually, which amounts to 11% of total
GDP (Gross Domestic Product). I.e. the importance of public procurement is strongly confirmed
due to its impact on competition and the Single Market. It is as well a fine possibility for opening
the market for European suppliers.

For public contracts with an estimated value exceeding a certain threshold, there are common rules
for advertising, invitations and contracting. Irrespective of nationality, EU-firms has to be invited
by publishing certain notices in the Supplement of the Official Journal of the European Union
available in the TED database.

2.5.1 Companies concerned

According to Hedlund & Olsson (1998), the laws about public procurement has to be followed by
authorities with an expected purchase for more than ECU 200000:-, or SDR 130000 (government
authorities) in the same business transaction.

Shortly they say that authorities and resolving assemblies in municipalities, county and parish
councils and companies, including limited companies in the service of public has to follow the rules
of public procurement unless the demand for the companies does not assume to be industrial or
commercial.

2.5.2 Public procurement of products

Public procurement intended for articles can follow the rules of open, selective or negotiated public
procurement, according to SOU 1999. 

The meaning of open public procurement it that all suppliers interested must be given the possibility
to offer. According to the main rule, the offer should be demanded by advertising and accepted
without any negotiations. The selective public procurement is very similar to the open, but limits
the number of suppliers in order to reduce administrative costs when the number of suppliers is
large or very large. Lastly the negotiated public procurement where, in difference to the open and
selective, negotiations are accepted.

The public procurement is surrounded by rules and regulations and the demands of advertising very
precise, nevertheless the rules offers some scope for inventions and new technology by adding a
functional description to the specification (Hedlund & Olsson 1998). If some demands has been
added in advance, after that the request for offers has been opened but not restarted, the supplier has
the right to demand for damages.

According to Rutgersson (1995), normally, if nothing else is stated in the advert or inquiry, the
business has to be made with the supplier offering the lowest price, irrespective of quality. In cases
when the most economical offer will be considered, this must be clearly stated. A fact that will have
a great impact on the matter of buying articles – added value included or not in the article.

2.5.3 The supplier in a public procurement business

According to Hagman (1994), nevertheless the buyer mostly has to accept the lowest price offered,
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the supplier can protest against the choice of supplier and request to reconsiderate which may end
up in new procurement or closure of procurement after correction.

In some cases the most favourable supplier or supplier offering the lowest price can be excluded
from the procurement due to: suppliers bankruptcy of liquidation or opening of bankruptcy
proceedings, crimes or serious incompetence in proffession, unpaid taxes or leaving offer
incomplete.

2.6 Service quality

Jensen & Markland (1996) states that a common response to the question of what distinguishes one
service provider from another often revolves around the notion of quality. Outstanding service
providers are dedicated to the satisfaction of their customers. Unlike manufacturing firms that are
able to appraise the quality of their product objectively by the degree to which output meets a
technical specification, for the service firm, excellent service quality is present only if the customer
perceives and values it. This dedication to customer service leads service providers to measure
customer satisfaction and use customer responses to guide service operations.

For a customer it is important that a service is technically acceptable according to Grönroos (1991),
i.e. that the service has technical quality –  it fulfils its purpose by other words. But it is also
important how the technical quality is transferred on the customer, i.e. the service must have
functional quality as well – that it can be used during normal circumstances. Compare with a bank
safety box - that your documents are safe is the technical service, that you can reach your papers
some time during day time is the functional service.

The profile is a third measure of quality and follows the fact that services are immaterial and
abstract. The profile is how the customer evaluates the company and its services by its reputation
and appearance. A good profile may cover temporary flaws in the remaining quality components,
but a bad profile enlarges even temporary flaws. (Ibid 1991)

When developing a new service, or change a service, the company first ought to decide desired
level of quality and which profile, technical as well as functional quality to strive against.

Service quality is technical and functional. The technical quality is what the customer gets and the
functional quality how the customer gets the service. The company's profile or image works as a
filter for the customer to estimate the quality of the service. (Grönroos 1983)

When a company is approached for the first time, expectations can be high. Without adverse
experience, there is, theoretically, no reason for the expectation of the response to be anything other
than professional and competent according to Katz (1987).

Townsend & Gebhard (1986) has identified two different kinds of quality and suggest that quality
in fact means that specification limits are reached, quality in perception means that the customer has
received service expected. 

Lehtinen & Lehtinen (1991) separates service into three different groups: The physical, interactive
and corporate, where the physical service is the service around both the physical product and the
physical support in the total service delivery. The interactive service is the interaction between
customer and staff of the service company and lastly, the corporate service which has to do with the
image and profile of the service company.

2.6.1 The importance of quality - Three step model

Building up a qualitative relation with suppliers in an industrial market has three main stages or
areas of operation according to Kumar (2000).

An industrial relation starts with the initiation stage: This is a stage in which a problem or a need is
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recognised by the organisation. The recognition of a need can be from the environment, from the
move made by competitors or it may be a move made by a buying organisation to pre-empt
competition. While the buying organisation itself may be monitoring its direct competition, a
supplier can initiate the process of change and create a `new buy' situation by highlighting the need
for a specific product or service and the determination and description of the characteristics of the
product or service required.

By pioneering a consultative selling, a company has an early entry into the buying organisation.

The initiation stage is followed by the search stage that consists of information search regarding
vendors, their credibility, their compatibility with the requirements of the buying organisation, an
analysis of the offerings of different companies and the selection of a supplier. Companies that have
pioneered the consultative selling approach in the initiation stage will have a reasonable edge over
other companies in the search stage. This does not mean that firms entering the initiation stage will
end up with the order, but most probably they will be considered more favourably than the ones
entering in the search stage.

Thirdly and last, the feedback stage which is concerned with the establishment of order routine,
performance feedback and so on, and hence the focus shifts to the user. Product management of the
marketing organisation can play a vital role in scheduling of delivery, complaint redress, providing
inputs for new product development and generally ensuring that the buying organisation is satisfied
after the sale is over. Service departments also become important in this stage. 

Formulating selling strategies using the buying centre, buying situations and the buying stages will
result in unique strategies for respective customer groups. This is marketing orientation in practice. 

This cycle is called the three stage adoption process as well.
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2.6.2 The GAP model

Experienced quality is a complicated phenomena, with a lot of affecting factors. In the research of
Parasuraman, Zeihaml and Berry five different sources to problems of quality in planning and
acting has been pointed out. These sources have been called GAP, and the analysis of them called
GAP analysis. These GAP;s has to be eliminated by planning and managing, else there is a risk that
the customers experience quality to be bad or at least lower than intended, according to Grönroos
(1991).

Bateson (1989) and Grönroos (1991) points out the GAP analysis as will follow.

The costumer expectation – management perception gap (GAP 1) will have an impact on the
customer's evaluation of service quality. It may be a result of badly performed investigations of
demand or even lack of it. A big difference here, between customer expectation and management
perception may be the most critical difference in service opinion according to Messinger (2003).

The gap management perception – service quality specification (GAP 2) will affect service
quality from the customer's viewpoint because of the management’s unwillingness or lack of ability
to put systems in place that meet or exceed the customer's expectations. From Messinger's point of
view this GAP could be resulted by that a change might require changes in or refocusing on the
fundamental organisational work of the service provider.

GAP 3, is the service quality specifications – service delivery gap which will affect quality from
the customer's standpoint. This GAP will reduce the quality if the organisation cannot work
according to given specifications. This GAP is very common in the service industry and especially
vulnerable to highly interactive, labour intensive organisations due to the frequent customer
interactions, variation in service and complicated quality control in multi layer organisations.

The service delivery – external communications gap (GAP 4)  will affect service quality from a
customer's standpoint. It leads to problems in quality if the external communication (e.g.
commercials) creates expectations bigger than the actual quality in the service production is. I.e.
exaggerations and unrealistic promises. This Gap is often created when advertising, during personal
selling or public relations over-promise, but can also occur when a company does not inform about
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special “behind-the-scenes” efforts designed to serve to improve service levels, but not visible to
customers.

The last GAP deals with expected service-perceived service (GAP 5) and is the quality that a
customer perceives in a service as a function of the magnitude and direction of the gap between
expected service and perceived service. I.e. The sum of GAP 1 - GAP 4.

2.6.3 Origin and experience of quality

According to Grönroos (1991) customer's expectation is influenced not only by traditional
marketing as commercials, personal selling, price offers and PR. Moreover the word-of mouth
affects the customer and even what the customer thinks about the producer today, i.e. the profile,
will affect the way the customer decodes the information it receives from different places and
sources. 

If the customer would accept the promises the producer has given, it will enter the consumption
process in the cycle. This step gives it experience of the way and how well the producer solves the
customers problems. Its experiences are both part of the technical quality of the final result and the
functional quality of the interaction between the producer, its staff, functional systems and different
physical and technical resources. But, here again we have the profile where the customer's actual
experiences are more or less affected by the imagination it already have here.

Now, the customer has a rather clear imagination of the quality. I.e. the total experienced quality.
But the profile may have changed and will affect a third time. When it next time considering buying
from the company or change supplier, this profile is the one the buyer will compare with.
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2.7 Customer value

The concept of customer value has emerged as the defining business issue of the 1990’s according
to Naumann (2003). Fortune magazine proclaimed that the 1990’s were the “Decade Of Value.”
Business Week exalted that the “customer is king”. And scores of innovative businesses adopted the
penultimate goal of “100% customer satisfaction”. Quite simply, firms that delivered better
customer value than the competition grew and prospered. Firms that delivered worse customer
value withered and died. Customers demonstrated willingness to fire a firm with little remorse if the
firm delivered poor value. 

Delivering good customer value is critical to the success of any business. But customer expectations
are continually evolving, changing, and increasing so that today’s “good” value proposition may be
obsolete tomorrow. Firms must be searching for ways to improve and expand or risk failure. The
old axiom that management’s primarily responsibility is to “manage change or change
management” has never been more true. Today’s rapidly changing business environment places a
huge penalty on complacency and status quo management.

2.7.1 Customer value creation

Jobber (2001) means that creating customer value is important for the market oriented company. It
is a question about implementing the market concept by meeting and exceeding customers' needs
better than competition.

The market oriented company attempts to create customer value in order to attract and retain
customers. Delivering superior value to their target customers is an essential aim.

Customer value is dependent on how the customer perceives the benefits of the offering and the
sacrifice associated with its purchase: Customer value = Perceived benefits – Perceived sacrifice.

Perceived benefits are derived from the product and service as well as the image of the company
and relation between customer and supplier.

Perceived sacrifice are the total costs associated with the buying of the product. I.e. not only
monetary costs, but time and energy costs as well.

21

Customer 
value

Image
benefits

Relational 

benefits
Service 
benefits

Product 
benefits

Perceived 
sacrifice

Perceived 
benefits

Monetary

costs
Time
costs

Energy
costs

Psychological

costs

Positive Negative

Figure 2.4: Customer value creation (Jobber 2001)



2.7.2 The TERRA model

We know from Dwyer & Tanner (2002) that it is important for the supplier to know how the
customer will meet for example a survey: Does it matter if the sales person has a nasal tone; is a
multi lingual service manual liked or disliked dy the customers; what does the customers think
about the web site?

The TERRA model, is a useful tool for providing a useful template for thinking about the domain of
customer expectations.
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2.7.3 Components of value

The components of customer value are deceptively simple and has by Naumann (2003) in the
White Paper of creating customer value identified four components of customer value: Product
quality, service quality, price, and image shape a customer’s perception of value. A firm’s strategy
and performance in these areas are integrated by customers into a perception of the value
proposition which is particularly important for first time customers. In this highly competitive
business environment, the customer will compare the perceived value of competitive offerings. The
ultimate “winner” in the battle is the firm that delivers the “best value” from the customer’s
perspective. These four components of customer value can be shaped into the simple model shown
below.

The categories of product, service, price, image, and relationship will shape the customer’s
perceptions of value in any business. What does change are the specific attributes within each
category.

There also exist a fifth component of value, but this one does not emerge until the customer has
made a purchase decision between the buyer and seller. That component is the relationship between
the two parts, a relationship component which over time can develop into an extremely important
element. 

2.7.4 Delivering customer value

The key to marketers success is exceeding the competitors offered values, it is upon these the
customers' decision is based.

Jobber (2001) means that customer satisfaction must be reached, before customer value can be
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created. I.e. perceived performance must be reached, or even better exceeded. The expectations are
formed through post-buying experiences, discussions with other people and suppliers' marketing
activities.

As we know from the chapter about service quality the offer must be realistic, or else the customers'
expectations will be too high which we already know will lead to dissatisfaction.

In order to understand customer satisfaction the Kano model can be used. In this model, the three
different characteristics can be be separated into where not even the most basic demands are
reached, which only causes dissatisfaction to the customer. These demands are must be demands
and intensely connected with the product or service. If satisfaction is reached, the customer's
demands are met, and the customer is content with the service or article. The presence of the basic
demands helps the product of service to this level, but not over it. Delight is something offering the
customer a little extra, “more is better”, and not really expected, which is of use for him, but
absence of them do not cause dissatisfaction.

An other point, similar to the Kano model, has been identified by Bergman & Klefsjö (1995) who
claims basic needs to be the ones the customer takes as obvious. These are demands the customer
by the same reason never mention when negotiating about a (new) product or service. If these
demands are not met or fulfilled, it will cause dissatisfaction to the customer. Spoken needs are of
the level of importance for the customer that it is spoken about them. The producer has to fulfil
these demands better than competition in order to win its customers. These demands can as well be
discovered by asking the customers. The third demand identified is the unaware needs which will
bring the customers an attractive value to the product or service and can gain competitive advantage
to the producer and loyal customers. What these needs are is difficult to know. Asking the
customers is no use, as the needs are unaware. Understanding and knowing the customers and their
needs is a must.

It has also been observed that customers’ requirements change over time. Sources of excitement
when they were first introduced tend to become expected as the market becomes familiar and
saturated with them. In time, excitement quality will become a performance item, and, with the
passage of time, quite possibly a basic requirement. (Ungvari 2003) 

Continuing reading in Naumann's White Paper he informs us about that delivering good customer
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value has many important quantifiable results. The good value delivered leads to higher customer
loyalty and  recalling from the chapter about managing services we know that this has a positive
application both for customer and supplier. Good value leads to higher market share, to reduced
operating costs and to more positive attitudes among both customers and employees. These
improved performance measures then lead to improved profitability and better stock market
performance. The relationship among these concepts is presented in the model, The Value Pay-off
examining each of these concepts in more detail will clearly demonstrate the value of delivering
good customer value.

Firms that deliver high value typically have lower cost structures than their competitors as e.g.
because of that high value firms normally pay more attention to realigning their internal value
creating processes and pay more attention to the customer, as they listen better to what the customer
says. They also use the customer as the key driver for continuous process improvement. Very
detailed, actionable data is gathered directly from the customer and fed to process owners which
will end up in resulting more efficient processes that deliver better value to the customer. There are
fewer errors, mistakes, and defects and much more of a “do it right the first time mentality”.
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2.7.5 Service concept and customer value

Service concept is how a service is put together and its elements. The idea behind a good service
concept is building up a good service to the customers due to their needs, and maybe above their
needs; to create customer value.

2.7.5.1 Edvardsson's model

Service concept is in this case the model of the service, i.e. the customer value and advantages to
the service and the different part services are meant to supply to the customer. The service concept
precise the demands considering the characters and extent (primary and secondary customer needs)
and the offered service (core and support) which correspond to the needs.

Matching customer needs to design of service is vital for the quality. The service concept act as a
starting point for and define demands for the prerequisites for the service. It is important to
distinguish 

• Primary customer needs: The reason for the customer's needs.

• Secondary customer needs: Which makes it possible for the customer to use the service received
in the primary need
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Making a package out of service is services into distinct and attractive offers is an important task
when developing and marketing services. There is a difference in 

• The product of service: All the tangible elements connected to the service

• Service delivery: The process by which the service is produced and delivered

• The infrastructure of the service: The physical environment in which the service is produced and
delivered. Here information technology is included, which often plays an conclusive roll.
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2.7.5.2 Christopher's model

Christopher (1991) explains the offer as (both services and goods) consisting of four different
levels. Described as a molecule with core in the centre, surrounded by a series of both tangible and
intangible attributes, features and benefits. The core is the part offering the customer the essential
solutions and the surrounding offering service support of various kinds.

A firm's offer is a complex set of value-based promises. As people buy in order to solve problems
and often attach values in any offer due to its ability to achieve particular ends (product level).
With other words, value is assigned by buyers in relationship to the perceived benefits they receive
against their expectations.
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2.8 Added value

Due to the very hard competition in the computer parts retailing business, money must be made in
some other way. The retailing may be the core of the business, but not profitable enough to ensure
the existence of the companies. Offering added value is very important today for many businesses
as money must be made on other things than the core product which has a low margin and high
costs.

2.8.1 What is added value

A product with added value can be sold for more than a product without added value are the first
lines in an anonymous article (2000) from A Level of Achievement. It is illustrated by simple
example of selling your bike: If you put an advert in your local paper and wait for calls, then when
someone visits you, you put the bike from out the parking garage; covered with dust and rusty spots
over the wheel rims. If you expect to get the price you want, you better clean it up, which you also
do during a couple of hours whereby it almost looks as good as new. By doing this you have added
value to your bike according to their definition.

From Cross (2002) we get a definition of value added as the idea of services that can be defined as:
Products and services outside a shop's core product area that bring added value to the total customer
relationship and strengthen the revenue stream for both customer and supplier, thereby
encouraging repeat sales and driving purchases of additional products and services.

De Chernatony at al. (2000) compares customer value and added value and regards that there is, in
contrast to customer value a noticeable paucity of definitions of added value, but many variations in
terminology. While some speak of added value, others talk about adding value or value-added.
Furthermore, the latter term already has a precise but different meaning in accounting
[Brandenburger and Stuart, 1996]. 

Normann and Ramirez [1994] suggested that added value would be replaced by the co-production
of value, whereby customers and suppliers jointly create value through complementing each other's
activities. This reflects their conceptualisation of the value process as a value constellation, contrary
to Porter's [1985] value chain in which value was added sequentially.(ibid 2000)

Naumann (1995) defines added value as: Adding things the customer had never thought about, and
customer delight, whereby customers' basic expectations are exceeded.

Oxborough (1997) tells us that the essence of value added is a belief that the value of a service is
defined by the customer. This demands a level of flexibility rarely found in the electrical/electronics
distribution marketplace. The customer's definition of value may mean going beyond the traditional
role of distribution.

Fewer customers want the stripped-down transaction of ordering and receiving a part as is. In the
personnel-squeezed, time-is-money atmosphere of business today, more engineers and purchasers
are asking electronics distributors for the options: value-added services. They are asking distributors
to program parts, customise cables, provide information-crammed Web sites, offer technical
expertise (via an engineering staff) and prepare kitting for just-in-time assembly lines. Value added
services are becoming more valuable to distributors' bottom lines. (Bellinger 1997)

According to Johnson (1995), in the electronic industry, the term value-added distributor is
commonly applied to any distributor who offers customers a variety of manufacturing-related add-
on services such as kitting and bagging, programming, or pre-assembly work. These types of
services have evolved in direct response to customer need. 

Today's value-added distributors must address their customers' needs for fast, efficient, accurate
delivery of both product and information. Today's buyers must be able to look beyond the basic
manufacturing-related services offered to identify a distributor capable of delivering service and
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information along with the right product. Specifically, Johnson believe, ''value-added'' should refer
to services that catalogue distributors can provide. 

Also, value-added distributors should provide a variety of options for placing an order, including
phone, facsimile, and electronic data interchange (EDI). At Newark, it was recently added still
another option-the corporate procurement card. With the cards, authorised individuals can place
orders of up to a predetermined amount directly from the Newark Electronics catalogue, thus
freeing buyers to concentrate on larger, more complex orders. (ibid)

Finally, value-added distributors should provide technical information. The Newark Electronics
catalogue contains more than 14,000 technical drawings that illustrate new product technology and
help customers identify hard-to-find parts. In addition, our sales people are trained to put customers
in touch with knowledgeable factory personnel who are willing to answer questions and help solve
problems. 

However, Johnson also believe that value-added should include services that save purchasers time
and money. 

Wal-Mart has long been known as the low-price provider, but it also adds value to the shopping
experience with people greeters at the doors, friendly salespeople and conveniences like
pharmacies, optical centres and one-hour photo processing in select locations. (Anonymous 1996)

From another anonymous source's point of view, traditional value added services such as product
modification and IC programming will continue to add to distributors' profitability, many
electronics distributors are redirecting some of their focus on technical and engineering support.
(Anonymous 2001)

An anonymous (2004) article in Mobile in a minute claims that all value added service share the
same characteristics according to:

• Not a form of basic service but rather adds value total service offering 
• Stands alone in terms of profitability and/or stimulates incremental demand for core service(s) 
• Can sometimes stand alone operationally 
• Does not cannibalise basic service unless clearly favourable 
• Can be an add-on to basic service, and as such, may be sold at a premium price 
• May provide operational and/or administrative synergy between or among other services – not

merely for diversification 

Every value added service will demonstrate one or more of the above characteristics. Furthermore, a
value-added service will never stand in stark contrast to any of the above characteristics. Value-
added services also have a certain time dimension associated with them. Subjectively speaking, a
value-added service today becomes a basic service when it becomes sufficiently common place and
widely deployed to no longer provide substantive differentiation on a relative basis.

A lot of service companies strive in their marketing against building relations with their customers
in order to create a larger value. This is what we use to call relationship marketing. These bands
maybe technical, competence, information related or by a social character. If these bands are
handled correctly they might give the customer an added value, and by that not something created
by the main product. (Gudmundsson & Lexhagen 2003)

Payne (1993) regards value added services as something that gives differentiation to a brand. This
concept can be illustrated by the core product representing 70% of the costs, but only 30% of the
impact, while added value accounts for 70% of total customer impact, but only 30% of the cost. 
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These are a few of the meanings about added value found in literature and articles issued since
1990. De Chernatony et al. makes the following remark: A lack of precision in terminology has
resulted in concern over the meaning and appropriateness of the term added value.

2.8.2 Conclusions on added value

De Chernatoney et al (2000) research on added value led to advanced knowledge about added value
through the derivation of four propositions which are summarised below.

• A lack of precision in terminology has resulted in concern over the meaning and appropriateness
of the term “added value”.

• Added value is a multidimensional construct which includes functional and emotional benefits,
as perceived by consumers, relative to the competition. These often also result in benefits for the
firm.

• Having added value is a core requirement for a brand, which enables it to perform roles which
enhance the purchase and consumption experience, as well as satisfying corporate objectives.

• The added values which are more likely to be sustainable are the intangible values representing
the essence of the brand and the internal processes that deliver these values. 

2.8.3 The importance of added value services

Bowen (1998) tells us that added value services can do a lot for the company, such as: 

• Increase revenue and profitability with existing customers. 
• Win new customers by offering unique and needed services. 
• Blur the line between you and your customers for better retention and loyalty. 
• Differentiate yourself from your competition. 

Bowen wants the industrialist to talk to the company's current, potential, and lost customers and ask
them if they really need the ancillary services offered. If not, asking them how the services can be
tweaked to better fit their needs and asking what additional services they need that you don't
currently offer and make steps to provide them. This basic, intuitive, and rarely done process is vital
for keeping an innovative and profitable edge. 

The key is to offer value added services that your customers really need. Added value services are
not fillers for marketing brochures. They are do-it-or-die services that differentiate you from your
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competition and help develop secure, long-lasting relationships. 

Added value services are important for creating a competitive foundation for the company, this we
understand from reading an anonymous article in Purchasing (2001), who writes that added value
service continues to be one of distribution's biggest sources of growth. About 37.3% or $12.9
billion of the top 75% electronic distributors' sales in the U.S. were derived from value added
services in the year 2000. That is up from $9.7 billion or 42.6% from 1999. Nearly all of the top 75
distributors offer value added services.

From Minahan (1996) we learn that DHL helps a U.S. auto parts manufacturer compete in the
Middle East by stocking parts, taking customer orders, and making deliveries, all from its
warehouse in Bahrain: While these services do not come cheap, they can help reduce overall
inventory handling, delivery and accounting costs.

Reverting to the anonymous (2000) article in A Level of Achievement we are informed that added
value increases profitability, customer loyalty and increases the lack of elasticity of demand for the
product or service. As a result of increased profitability, future investment and improved cash flow
are helped funded. Nevertheless, long term value, will depend upon keeping the technological
advantage a firm may hold, heavy spending on advertising, and ensuring that the product mix
satisfies the customers needs and desires. I.e. continually investing in the brand.
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3. Frame of reference
From having discussed the background of the problem in chapter one, which resulted in the
research problem: When can a computer retailer make money on added value? I presented
theories found in chapter two based on the problem.

This chapter will give an conceptualisation and operationalisation.

3.1 Research model

Let us revert to the research questions for a moment

• How can added value be created?

• How important is added value to the customer?

Under the research problem

• When can a computer retailer make money on added value?

Using the research questions and the research problem we can now build up our research model.

3.2 Added value theory

The conclusions from the research of de Chernatoney et al. (2000) was that added value was losing
its meaning due to the lack of an agreed definition and consequently meaning different things to
different people.

From the theory chapter, we have understood that the interpretations in literature generally about
added value even experts are sceptical about the meaning, a bit ambiguous and used with a lot of
woolly connotations of people using words without knowing their meaning.

In de Chernatoney et al (2000), which was mentioned in chapter 2, the four most important
interpretations of added value were:

Pricing/value for money: It is not low price creating added value. A high price can create added
value if the experienced value for the customer is enough and if the article or service do something
important for the customer.

Relative to competitors: Important in a market where prices are similar and added value is what
differentiate competitors
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Value: Both tangible and intangible added values are essential for brand success, but some experts
consist that emotional/personality added values were brand drivers

Augmentation: This applies to giving a service around the product can give the product added
value, but can as well as this be a question about customer delight.

3.3 Conceptualisation and operationalisation

The first research question

• How can added value be created?

It has to do with the customers needs and demands from where the retailer has to start its creation in
order to build up demanded added values. From the theory we know that it is important to know the
customer's needs and demands as a successful provider in any industry. Asking the customers about
their perception of today's added values given and what they want in the future is an important step
in this creation.

Questions in the interview guide concerning this research question are: 2-5, 8.

Needs and standards are two entirly different measures of quality and taken care of in question
number two and three. 

Question number two is straightforward towards the needs of the clients and if the needs of the
client is covered. Shortly it will give answers of the question: Do the retailers offer the correct type
of added values?

The third question deals with the standard issue of quality and answers the question: When the
customer's needs are filled and correct added value delivered – Is the added value delivered of
consistent, or even better standard.

Question number four deals about the possible lacking of added value. Partially this question is
handled in question number two, but it is even more precise and straight to the point. It is needed as
many a lot of (excellent) added values may be offered, but not the correct ones and it also answers
the question about WHICH added values are wanted.

The fifth question is closely related to number four, but is a matter about futures added values and
what is expected then. We know from the theories that the request for added values is constantly
changing.

The eighth question covers the both research questions, is straight to the point and will give answers
on which added values the client may pay for and as a follower of this maybe new added values to
create.

The second research question

• How important is added value to the customer?

In order to get any answers on the research problem, answers on this question, if added value is
important at all, are important. 

Questions in the interview guide, found in the appendix Swe-sharp in Swedish or appendix Eng in
English, covered by this question are: 6-8

Question number six has to do with the importance added values partially relative to others, but
without any demand for order of precedence. Demanding the interviewees to order the added values
might not give correct answers, due to the complexity of this task. There is a risk, when demanding
this to bore the interviewees out.
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Question number seven is a matter of the importance of added values when evaluating retailers and
if the presence or absence of added value might affect a future relation. From what we know about
the impact on profitability from long term relationships or rather how constantly seeking for new
customers and caring only for transactions affect profitability, this is an important task getting
answers upon. As we know, long-term relationships are one of the basic steps to a profitable
business both for seller and buyer.

Question number eight covers both the research questions. Following the theory that what you are
ready to pay for, is of certain importance for you.
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4. Method
In this chapter the basic concepts of research methodology will be discussed as well as the methods
used in this thesis in order to receive data and results. Intention of this chapter is to give the reader
an idea about the plan used in receiving answers to the research problem and questions. Purpose
of selecting methods used is achieving relevant data as well as economical research procedures.

4.1 Research purpose

By research is meant collecting, producing and delivering knowledge about the world. Making
research within social sciences implies to produce knowledge about society and the inter-human
relations in society.

There are three main ways the studies can be carried out in: Exploratory, descriptive and
explanatory. A closer definition of these will follow later in this chapter. Shortly, the exploratory
research is about seeking new insights. Descriptive studies is about portraying an accurate profile,
while explanatory studies is about causal relationships.

4.2 Philosophy of research

Saunders et. al. (2000) means that there are two main views about the research process dominating
the literature called positivism (also called quantitative research) and phenomenology (also called
qualitative research).

4.2.1 Positivism and phenomenology

According to Saunder et. al. (2000), positivism, also called quantitativism, adopts the philosophical
stance of natural science. The researcher assumes the role of an objective analyst, coolly making
detached interpretations about those data that have been collected in an apparently value-free
manner. The methodology will be highly structured in order to facilitate replication and quantifiable
observations that lend themselves to statistical analysis.

Those researchers critical to the phenomenology, also called qualitativism, argue that rich insights
into the complex world are lost if the complexity is reduced to a series of law-like generalisations.
Phenomenologists, on their side, would argue that generalisations are not of great importance due to
the ever-changing world of business organisations. What was acceptable three months ago, may not
be acceptable today. This is a subject that has already been discussed in chapter two.
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Strives for reliability Does not necessary strives for reliability
Strives for validity Strives for validity
Table 4.1: Positivism and phnomenology (Svenning 2000).



4.2.2 The research approach

Saunders et. al. (2000) continues by; whether deductive or inductive approach is used in the
research depends on the way the theory, hypothesis and test of hypothesis is carried out. In order to
make the explanation short and easy, one may say that the deductive theory belongs to positivism
and the inductive to the phenomenology.

Taking the correct approach is important due to three factors:

• It enables the researcher to take a more informed decision about the research design

• It will help the researcher thinking about those research approaches that will work, and will not
work. For the one interested in describing WHY something is happening rather than what an
inductive research would be preferred.

• It enables the researcher to adapt research design to cater for constraints

4.2.2.1 Deductive approach

As read earlier, this approach is close to the scientific research, positivism. It involves developing a
theory that is subjected to rigorous test and may, according to Saunders et al. (2000) be build up as
follows:

1. Deducing a hypothesis from the theory

2. Expressing the hypothesis in operational terms

3. Testing the operational hypothesis

4. Examining the outcome

5. If necessary, modifying the theory due to the findings

In order to pursue the principle of scientific rigour, this approach dictates that the researcher should
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be independent of what is being observed. It is unproblematic if a postal survey is being conducted,
when deduction requires a high level of objectivity, but when considering the high level of
subjectivity in the choice of questions in a postal survey and the way they are phrased, one may
reconsider.

Operationalisation in a way that enables the facts to be measured quantitatively, is important as
well, when using this approach.

4.2.2.2 Inductive approach

From Saunders et. al. (2000) we understand that this approach, where theory follows data, was
developed as a result of the social sciences of the 20th century. It was developed as a result of the
criticism against the cause-effect link without understanding, of the way in which humans
interpreted their social world.

The follower of inductive research would also criticise the deductive approach due to its tendency
to construct a rigid methodology that do not permit alternatives. Alternative theories may be
suggested by the deductive approach, but within the limits set by the highly structured research
design.

Using an inductive research would be particularly concerned with the context in which such events
take place. Studying a small sample may be more appropriate than the study of a large sample
(which is preferred for deductive research).

4.2.3 Research strategy

This strategy will, according to Saunders et. al. (2000), be a general plan of how to get about
answering the research questions. Clear objectives derived from the research questions and
specified sources will be contained. Also constraints as access to data, time, location etc. will be
considered.

Experiment methods owes much to the natural sciences, but features strongly in social sciences
research. Particularly it involves; definition of theoretical hypothesis,  selection of samples from
known population and samples to different experimental conditions

Surveys are popular in business and management research and allows large amount of data from a
sizeable population to be collected.

Making a case study is about developing a detailed and intensive knowledge about a single case or
a few cases. It generates answers on the questions: Why, what and how although what and how are
more survey like.

Grounded theory might be thought as theory building through a combination of induction and
deduction. It collects data without the formation of an initial theoretical framework. Theory is
developed from data generated by a series of observations.

Ethnography has the purpose to interpret the social world the research subjects inhabits in the way
in which they interpret it. This method is very time consuming.

Action research has a first focus on the purpose of the research and relates secondly on the
involvement of practitioners. A third theme suggests that the research should have implications
beyond the immediate project. Action research focuses explicitly on action, especially in promoting
a change within the organisation

4.2.4 Time horizons

According to Saunders et. al. (2000), the question the researcher must ask here is: Do I want to do a
“snapshot” research, cross sectional studies, taken at a particular time, or do I want to do a “diary”
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research, longitudinal, represented over a longer period of time? 

4.2.4.1 Cross sectional studies

Most research undertaken for academic courses is necessarily time constrained, certainly unless
sufficient time is given and research started in plenty of time.

During cross sectional studies, surveys are often employed in order to get the data which often is
about describing the incidence of a phenomenon or comparing factors in different organisations.

But these studies may as well be used for qualitative research, e.g. case studies which are often
conducted over a short period of time.

4.2.4.2 Longitudinal studies

When studying change and development studies , e.g. observing people or events over time, during
a long-term, longitudinal studies, are necessary.

Having time constrains, does not mean making longitudinal studies are impossible. Using
secondary data, one may find if there has been any change over a period of time.

4.2.4 Different kind of studies

A study can, following the arguments of Saunders et. al. (2000) be classified in terms of their
purpose as well as by research strategy used. This classification is more often a three-fold one of
exploratory, descriptive and explanatory. You may have more than one strategy as well as more
than one purpose and the purpose can even change over time.

4.2.4.1 Exploratory studies

An exploratory study is valuable by means of finding out what is happening, to seek new insights,
to ask questions and to assess phenomena in a new light. Particularly it is useful when you wish to
clarify your understanding of a problem.

These studies can be conducted in three principal ways:

• A search of literature

• Talking to experts

• Conducting focus group interviews

4.2.4.2 Descriptive studies

The descriptive study aims to portray an accurate profile of persons, events or situations and may be
an extension of exploratory research. A clear picture of the phenomena is necessary. 

This is called the second level by the Norwegian sociologist Ottar Hellevik, who call the frame of
reference for these studies a concept of schedule – the problem can be formulated as a question.

4.2.4.3 Explanatory studies

A study that establish casual relationships between variables may be termed explanatory. Here the
emphasis is studying a situation or problem in order to explain the relationship between variables.
Statistical tests could give a clearer view of the relationship.

4.2.4.4 Studies for this thesis

Already in chapter one, two research questions were presented.

•  How can added value be created?
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•  How important is added value to the customer?

These questions together with what we now know about research studies, we can make the
conclusion that this thesis can be categorised as exploratory. This as we intend to explain the
relations between different variables (the added values), what effect they have on customers
satisfaction and what the customers are feady to pay for. The thesis is exploratory also due to the
cause that I will find the data interviewing experts unstructured (see chapter 4.5)  after having
searched in literature

4.3 A credible research

Saunders et. al. mean that a sound research design is important in order to reduce the risk of getting
the wrong answer. This means that attention has to be paid to two particular emphases on research
design; reliability and validity, which will be explained below.

Not only the one or the other of the two emphases has to be correct in order to get a credible
research, both validity and reliability has to be correct. It is not only little like hitting the target, but
doing it very good where all hits must be centred close to the one and other, and in the middle of the
target.

4.3.1 Reliability

This is about the results of the investigation, which has to be reliable. If nothing changes in a
population between two investigations in the same purpose, it is reliable. (Svenning 1999)

Depending on the choice of deductive or inductive approach one has to ask regarding the reliability:
From an deductive point of view if the measure yield the same result on different occasions, or from
an inductive point of view if similar observations be made by different researchers on different
occasions. 

Problems or threats to reliability to overcome are, as expressed and explained by Saunders et al.,
four: Subject error – has to do with when the interview is carried out, it is of great importance to
select an neutral time and date, subject bias – is a great problem in organisations where the
management is of an authoritarian character where the interviewee(s) might say what the manager
wants them to say, not what they feel, observer error – can be lessened with a high degree of
structure to the interview schedule, observer bias – which is a question about how the interviewer
interprets the data received.

4.3.2 Validity

The validity is concerned with whether the findings are really about what they appear to be about.
Saunders et al. informs us about that  in order to get a true validity a few threats must be overcome:
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History – can mislead validity if something vital has occurred during the closest passed time before
the research , testing – the time and motion study syndrome which operators might feel
disadvantageous , instrumentation – can mislead if the subject of the experiment in a time and
motion study where told to do his utmost to pass a test and thereby will spend more time than
normally, mortality – is concerned with the degree of participants leaving the research, maturation
-  which has to do with other events happening and affecting the study, ambiguity about causal
direction – has to do with the difficult task about what the researcher actually means and the
importance of being clear in definitions.

Svenning (1999) says, that there is internal (logical) and external (construct) validity, where
external validity is the one the theoretical foundation is build up from and the internal is about how
the project is build up and that the right persons should be contacted with the correct questions. 

4.4 Sampling interviewees

Companies to interview were chosen from the registers of Benzler Data AB according to the EU
definition of medium or large sized. A second criteria was the fact that they earlier would have been
surveyed by phone by Benzler during their annual key customer structure. In these surveys, which
has been executed in order to find out what the key customer's, which is a subjective judgement
amongst the large quantity buyers and considered as the most profitable ones, thoughts about the
company, good and bad characteristics and finding out how to develop Benzler. The reasons for this
were that these customers most possibly are willing to respond to questionnaires and also later give
a possibility for Benzler to follow up.

The idea behind the key customer structure, made regularly by Benzler, is to measure customer
satisfaction, an investigation called key customer culture. Shortly, five different problems are
investigated: Partnership, purposes and goals, business development, sales profession and
communication.

Partly the regional factors has affected the choice and actively split up the companies in two
categories: 

• Which companies to visit: Where their nearness to Göteborg was vital

• Which companies to execute interrogation by phone: Companies not in the Göteborg area

4.5 Interviewing

Referring to Svenning I will present the questions systematically, but in the absence of firm
alternatives of answering as this would tie the interviewees up to my thoughts and definitions , the
registration of answers will be unsystematic. This means that I will carry, what Otto Hellevik call
an unstructured interview, out.
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Figure 4.4: Validity (Svenning 1999).



The interviews will be carried out as Svenning describe as unstructured interviews. This means
that the interviews will be based on a predetermined and standardised set of questions and that the
responses will be unsystematic since there are no given answers. Carrying an interview like this out,
requires that the interviewer carefully notes the answers from the interviewee and systematisation
will be executed during the work up process.

To clarify, do NOT mix together Svenning's and Saunders et al's definition of interview type, as
they differ significantly. According to Saunders et al. this thesis will be based on structured
interviews. To make it short and easy: I will use predetermined questions, a questionnaire, but no
pre-coded answerers which are usually used.

Carrying out an interview by phone or face-to-face gives partially different attributes to consider
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Attribute Telephone Interview

Any

High

Size of sample

Likely response rate High

Up to half an hour

Suitable types of questions

Population's characteristics
for which suitable

Individuals who can
be phoned

Confidence that right person
has responded

Likelihood of contamination
of distortion of

respondent's answer

Occasionaly distorted
or invented by inter-

viewer

Occasionaly contaminated
by consultation or

distorted/invented by
interviewer

Dependent on number 
of interviwers

Feasible length of
questionnaire

Variable depending on
location

Open and closed 
questions, but only 

simple

Open and closed 
questions including compli-

cated

Time taken to complete
collection

Dependent on sample size, number of interviews
etc. Slower than self administered for same size

Main final resouce
implications

Interviewers, telephone
calls, clercal support,
poss. photo copying
or use of computer

software

Interviewers, travel, 
clercal support, poss. 

photo copying or use of 
computer software

Kinds of interviews according to Svenning (Hellevik) Kinds of interviews according to Saunders et al
Registering answers Registering answers

Presenting questionsUnsystematically Systematically Presenting questionsUnsystematically Systematically
Unsystematically Informal Impossible Unsystematically * Impossible
Systematically Unstructured Structured Systematically Structured Structured

* 

Table 4.2: Interviews (Svenning 1999, Saunders et. al. 2002).

Semi-structured: If the researcher has a list of themes and
questions

Unstructured: If the researcher does not use a pre-deter-
mined list of questions



Reverting to chapter 4.4 the regional factor has been important to consider due to its heavy impact
on finance and costs. 

4.5.1 Personal interview

Executing a personal interview means to visit the interviewee face to face in order to get answers on
the particular research questions. Interviewing a person face to face means that the researcher can
get more precise information than executing interviews by phone as visual aids can be shown in
order to facilitate complicated questions, and compared to mail surveys as answers can be followed
up directly if anything needs to be clarified or explained. Moreover, the personal interview has the
advantage to mail surveys that very few questions will be unanswered. When it is important to get
the answerers from the person in charge, a personal interview will ensure you that you  interview
the correct person.

Unfortunately, personal visits does not mean only positive influence on the interview. Saunders et
al means that one of the main serious disadvantages is interviewer bias – which can be concerned
with tone, comments or non-verbal behaviour and affect the quality of answers. These can be
overcome by considering a few points as preparation, appropriateness of appearance, approach of
questioning and approach of recording.

Normally, the personal interview is preceded by a letter, with information about the interviewer,
purpose, from where the interviewer is and that one wishes a personal interview. This letter should
be  sent out a couple of weeks before the interview is meant to take place. (Svenning 1999)

4.5.2 Interviewing by phone

Attempting to conduct qualitative interviews by phoning any person lead to advantages associated
with access, speed and lower cost. It is a fine method to use to come into contact with interviewees
who it would be impractical to visit due to distance, costs and time. This approach has been more
and more convenient, even where long distance is not a disturbing factor, due to its many
advantages.

Unfortunately it does not come without disadvantages. Due to the reasons of importance of personal
contacts, especially for sensitive questions, and the intention of exploring the participant's
responses, a telephone interview may lead to reduced reliability.

Besides these there are some practical issues that have to be considered, relating to the ability to
control the pace of the interview and recording data. Normally the interviewee can follow your
recording, but without any visual cues there will be problems. Also developing more complex
questions will meet difficulties compared to the face to face interview.

4.5.3 Questionnaire

Questionnaires can be used in order to carry out a descriptive and an explanatory research.
Nevertheless, the two methods have different research design requirements.

Design of questionnaire depends on how it is administered, i.e. the amount of contact with
respondents. While self-administered questionnaires usually are filled in by the respondents, the
ones used for verbal interviews are filled in by interviewer on the basis of the respondent's answer.
The interviewer administered questionnaires can be split up in telephone questionnaire and
structured interview.

Deciding type of questionnaire depends on a variety of factors related to the research problem and
objectives (telephone and structured interview in this case).

• Characteristics of respondents
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• Importance of reaching a particular person

• Importance of respondent's answers not being contaminated or distorted

• Size of sample required

• Types of questions needed

• Number of questions needed

4.5.4 Selected interview method

After carefully considering the advantages and disadvantages of the two interview methods
discussed and the fact that only 1/3 of the interviewees selected are situated in Göteborg and the
Göteborg area, the decision was made to carry out all interviews by phone. Carrying out 2/3  of the
interviews by phone and visiting the remaining 1/3  was considered to be too unsafe considering the
incommensurable results different methods may give – the result may will be useless.

4.5.5 The interviewer

It was also considered to hand the interviews over to an outsider. Due to the importance of getting
high validity and reliability, both for the case of the thesis and Benzler Data, I and my assigner
agreed letting a professional interviewer taking care of the interview procedure would be the best.

The interview questions found in appendix Swe – sharp will be used by Perspektiv Undersökningar,
a company i Stockholm specialised on qualitative appraisals and interviews, during the first part of
June, before mid summer in order to getting relevant data for closing this thesis.

Perspektiv Undersökningar has a long experience from investigations from several European
countries.

Due to the respect to reliability and validity it was decided to promise anonymous responses as this
leads to more outspoken answers. The advantages it would mean to know where each interviewee
was employed were considered less important.

4.6 Selected interviewees

The interviewees were selected from two criteria: As mentioned earlier the group called “key
customers”, which are judged to be some of the most important customers for Benzler Data who
during at least the passed four years repeatedly have been interviewed about the same subjects. 

Due to the complexity of added value, and the uncertainty of its meaning, the decision was made to
interview further customers. The decision was made to add ten more customers, selected by the
managing director of Benzler Data, to interview in addition to the “key customers”.

ADB-kontoret Alfred Berg AstraZeneca R&D

Avesta Polarit Banverket CSC

Ericsson Microwave EssNet AB Fortum Power and Heat AB

Göteborg Energi Hennes & Mauritz Holmen

Luftfartsverket Lunds Universitet Outokumpu Stainless AB

Sandvik Coromant AB Schenker SMHI

Stena Line Stora Enso Skoghall AB SSAB Tunnplåt AB

Tullverket Tour & Andersson AB Volvo IT

Vägverket
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5. Empirical results
In this chapter the reader will be given some information about the customers interviewed and the
results of each interview. Interview guide used will be found in appendix A and an English
translation in appendix B.

5.1 Companies responding to the study

From the selected 25 companies, 14 were able to answer. Some of them did not agree to answer due
to a “company policy” of never answering questionnaires or marketing researchs. A few companies
were not reached due to the fact of  early holidays or illness in the staff. Due to the fact that only the
person in charge for the computer department was selectied to answer, as they were considered to
be the most skilled about the situation no one else at the companies were asked. The fact thatthe
interviews were executed during a period of ten days - up to two weeks also to some part could
have reduced the answering frequency.

5.1.1 Banverket - Banverket Information Technology, Borlänge

The Swedish railways has nearly a history of 150 years, that is how Banverket opens its annual
report 2003, but Banverket was not founded until 1988 when it was separated from Statens
Järnvägar as a result of making the different rolls more clear and splitting up the responsibility to
specialists.

Banverket is responsible to all rail in Sweden, not only the regular long distance rails, but also tram
and underground rails. Their purpose is working towards an achievement of transport political
goals.

The company is split up two large sectors: The administrative one which consists of five regions
from the south of Sweden to the north, one sector called “Trafik” which is responsible for planning
of traffic and that running of train traffic works and traffic information. The producing one with
4200 employees out of the total 6600; Banverket Production, Banverket Consulting, Banverket
Industrial Division, Banverket Materials Service, Banverket Railway Training Centre and
Banverket Information Technology.

Banverket Information Technology offers IT-related services to the need of Banverket. Running the
computer networks, offering technology and system development are the principal activities for this
section, with a special attention to the rising need for system development e.g. HASP. HASP is a
project of 7600 hours and six persons meant to build a project portal to the Hallandsås project. In
the portal is meant to use a Geographical Information System which is a useful tool in order to get
information about specific parts of Hallandsås to public, authorities, organisations and co-workers .
It is estimated that the HASP will be finished during the summer 2005 before the restart of drilling.

Another of the projects of Banverket Information Technology, started during the autumn 2003, has
been adaption of the home page, a request from Statskontoret to all Swedish authorities that all
users independent of tools or web browser, must be able to get the information.

5.1.2 Swedish National Road Administration (SNRA) - SNRA Information
Technology services, Borlänge

SNRA is responsible for the development of road network in Sweden and certainly also keeping the
roads as secure as possible, according to their annual report 2003. It is a long-term planning
organisation, e.g. today's plans stretches to  year 2015. Today they are co-operating with more than
20 other authorities, companies and organisation in order to develop the safety in the project for
“National coalition for traffic security”. An other important project is called OLA and is aiming
towards serious analysing all accidents where people has been killed – objective facts, solutions and
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purposes.

For the moment SNRA is working against being a never closed authority, a 24-hours authority, with
interactive web services open 24 hours a day, which has been very successful and has resulted in
more content customers.

SNRA is split up in four divisions: Sectoral responsibilities, role as public authority, national road
management and contracted works. The authority is even organised in the main office, two support
and development units of which IT-services is a sub-part of, two units with overall responsibility
for results and four business units.

SNRA use of Information Technology in traffic has been during re-development since 2002. A
system called “Väginformatik”, intended to offer cost efficient solutions in order to raise road
security, availability and accessibility and reducing the negative impact combustion driven vehicles
and transports has on environment. Especially in the larger cities, the alignment towards a more
efficient road traffic support and information to motorists is vital, but less in sparsely-populated
areas.

In the Stockholm district the local traffic company and the city are working together with SNRA to
develop the service further, a co-operation which led to that the 2009 world congress of Intelligent
Traffic Systems was placed in Stockholm.

A rather new project is the experiment with variable speed limits, adapted to traffic and weather
conditions, which primary will last until 2007.

NRDB, the National Road Data Base, is today a running business and has the purpose of
establishing more suppliers of data from the Swedish councils, receiving and checking quality of
data and making the data available to public.

A last remark how Information Technology is used by SNRA is the development of a GPS based
traffic system in order to estimate real time transport times between two places in the main traffic
network. This is however a future project as today only 500 kilometres are being supervised by
necessary equipment.

5.1.3 Stena Line - Stena Line IT services, Göteborg

Stena Line is an international transport and travel service company and one of the largest ferry
shipping companies in the world. Totally the company has 18 lines in Scandinavia and around
Great Britain and 39 vessels (ferries and freight). The Stena Line has four business areas:
Scandinavia, North sea, Irish sea and freight. In 2003 Stena Line had more than 17 million
passengers.

The story about Stena Line started in 1962 when Sten A Olsson bought the Danish Skagenlinjen
which had traffic between Göteborg and Skagen. Expanding by buying has been distinguishing for
this shipping company and a way to strengthen the company together with starting new lines. Also
developing the services has been vital for the company's progress, especially during the 1980's
when the shipping company developed into a company offering travelling services as hotels,
conferences and bus journeys.

The closure of tax free within EU, i.e. on all current lines except Oslo-Fredericks, caused problems
for the company, but was partially solved by the use of High Speed Ships.

5.1.4 Holmen - Holmen Paper AB. Norrköping

Holmen is a forest industry concern producing roughly 2.4 million tonnes of paper (newspaper
magazine and catalogue paper) and cardboard each year, this is what the annual report 2003 of
Holmen says. Europe is the dominating market with 90% of total turnover.
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The company is since 1936 on the share exchange market of Stockholm and currently one of the
dominating shares. Its total turnover was SEK 16 billion (milliard) in 2003 and with nearly 4900
employees. However its history is nearly 400 years but originally a weapon producer. In 1988
Holmen, Iggesund and MoDo were merged and twelve years later the name was switched from Mo
och Domsjö AB to Holmen AB.

Holmen comprises of five business sectors: Paper, Paper board, Timber, Skog and lastly Kraft.
Holmen Paper, with mills in Norrköping, Hallstavik, Vargön and Madrid, concentrates of the
production of newspaper, magazine and catalogue paper based on recycled or new fibre, and is one
of the principal suppliers to several printers in Europe with Sweden Great Britain and Germany as
the dominating markets.

Holmen Paper is very concentrated on added value from their point of view which shortly is  to
priority on specialisation in a limited number of product areas which are distinguished on high
market shares. Holmen means that high profitability will offer the concern added value.

A direct use of Information Technology at Holmen is the supervision and control of the many
processes in the paper mill industry.

5.1.5 CSC - CSC Sweden AB, Linköping

CSC (Computer Sciences Corporation) is a US international concern working with Information
Technology - “complex, increasingly essential and always evolving – and puts it practical, efficient
and effective use.” Quotation from their annual report 2002.

By a total turnover worldwide nearly 12 billion US$ and 67000 employees (900 in Sweden), CSC is
one of the largest suppliers of Information Technology.

Outsourcing is the largest line of CSC's services since one decade and accounts for more than half
the company's turnover, they serve clients in fifteen industries on six continents. 

Currently they are even expanding their lead in electronic government, which is a major initiative
for the governments in N. America, Europe and Australia. In combination with the CSC
commercial sector innovations and best practices with their government practices CSC helps
governments around the world to use Information Technology in order to provide better services to
the citizens.

Business Process Management is another of CSC's strengths. e3SM approach is a proven and rapid
way to integrate business processes using industry-standards technology.

In the Swedish market CSC has genuine experience from telecommunication and are working
against system analysis, project leading, implementation and integration.

Generally in Scandinavia CSC has long experience from aviation industry where they strongly has
contributed to the development and making the industry more effective. For example development
for booking and reserving tickets, customer self service, and airport administration.

Internationally CSC has excellent reputation within the industry of defence. It is no underestimation
to state that this industry gives many opportunities for technological development and creates
possibilities to rationalise and modernise systems and processes by help from new technology.
Knowledge from this field will also offer valuable skills to use in the civilian industry.

5.1.6 AB Volvo - Volvo Information Technology AB, Göteborg

The annual report 2003 of the Volvo Group learns us that the business structure of AB Volvo
consists of eight areas: Volvo, Renault and Mack has one Truck sector each, Buses, Construction
Equipment, Volvo Penta, Volvo Aero and Financial Services. These together with the six business
units: 3P, Power train, Parts, Technology, Logistics and Information Technology forms Volvo
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Group.

Volvo Group, with more than 75000 employees, is one of the leading manufacturers of heavy
commercial vehicles and diesel engines in the world with a lorry producing history starting in 1928.

Volvo is a brand, associated with quality, safety and care, jointly owned by Volvo Group and Volvo
Car Corporation (owned by Ford). Regardless if a product is produced under the brand of Volvo,
Renault or Mack, the standards of the Volvo group has to be met.

Volvo Information Technology with 4700 employees and a turnover of about SEK 5.8 billion
(milliard), owned by 100% by Volvo Group, provides solutions for all areas of the industrial
process of Volvo; from product development to manufacture, sales, aftermarket and administration.
With their unique skills and expertise in Product Life cycle Management, SAP solutions and
Information Technology operations they provide services not only for Volvo Group, but even for
Volvo Cars as well as for other large industrial companies such as Elof Hansson AB, SCA and
Kongsberg Automotive.

Volvo Information Technology runs, supports and develops all kinds of IT systems regardless
platform and adopts due to its long and high skill to each customer individually. They are more or
less exhaustive and help their customers with everything from analysis or research solely to the
entire business process (Volvo Information Technology).

5.1.7 Göteborg Energi AB

Göteborg Energi has 1090 employees and a turnover of more than SEK 3.1 billion (milliard). It is
owned by 100% of Göteborgs Kommunala Förvaltnings AB.

The main service of Göteborg energi is creating long-term lasting energy solutions for its customers
according to the annual report 2003. Efficient energy supply is today one of the basic fundamentals
of today's society. Göteborg energi is responsible for the electricity supply in Göteborg and Partille
to the public as well as to the industry. Totally they own 8000 kms of high current grids and 1500
transforming stations. High needs from customers and high requirements from themselves means a
lot of processes to supervise, an effort which during the last years has meant a safety in delivery of
99.998%.

The company is split up in business structures of district heating, electricity grid system, energy
services, gas and cold and owns, fully or partially seven subsidiaries as well: Göteborg Energi Nät
AB, Falbygdens Energi AB, Göteborg Energi GothNet AB, Göteborg Energi International AB,
Fjärrvärme i Frölunda AB, Ale Energi AB and Partille Energi AB.

Currently tests are being carried out where the low voltage system is supposed to be used to
computer and telecommunication – so called Power Line Communication. This service, which will
be offered by GothNet, is an effective technology, but expensive to produce and install.

In 2003 the e-report, which means better control on needs, trends, prognoses and bases for budgets,
was introduced. It is based on technically measured values that quickly alarms if something is
incorrect.

The already mentioned GothNet is a fully owned subsidiary to Göteborg Energi that owns runs and
sell communication services in a city grid in Göteborg. It is mainly a supplier to telephone, Internet,
public authorities, companies and real estate companies. In its opto fibre net they can offer all kinds
of data and telecommunication services in speeds of Gigabit.

5.1.8 Swedish Customs – Tulldata, Luleå

Swedish Customs have two principal tasks according to their story about the year 2003: To set and
collect customs, VATs and other taxes and revenues arisen at import and export. The second task is
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to inspect and supervise traffic to and from Sweden in order to achieve observance of import and
export rules.

Totally Swedish Customs have 2518 employees of which 95 (2002 years figure) work for Tulldata
in Luleå, the Information Technology department of Customs.

The world of Swedish Customs gets more and more globalised. In 2003, 59 million people passed
the borders together with 15 million vehicles, 4.9 million import and export declarations and
545000 transits were executed. 89 % of all import and export declarations were left to the customs
electronically and 68% executed entirely automatically within three minutes in the Tulldata system
(TDS). 

As Banverket and SNRA, Swedish Customs priority their project against being a 24 hour authority,
where the virtual customs office on their home page, www.tullverket.se, is their principal tool. For
example custom's declarations can be sent via the Internet electronically. Furthermore, the web of
Swedish Customs has been awarded a silver medal in the Guldlänken event 2003, due to its way to
make the activity more efficient.

Today the virtual customs office (DVT) offers more than 150 electronical services  as support for
the customers of customs services. For example making customs declarations, printing brochures or
searching in Taric – the customs fee data base. Basic service can be given on twelve different
languages and will be increased when DVT is fully functional.

5.1.9 Lund University - Lund University Computing Centre

Lund University was founded in 1666, a few years after that Skåne was conquered by Sweden from
Denmark, but higher education in Lund has lineages from mediaeval times when there was a
monastery school. Lund was then the educational spiritual centre in Scandinavia. Totally the
university today have 6000 employees and more than 34000 students.

Lund University Computing Centre (LDC) primarily offers computer related services to the
university of Lund, but to offer other universities in the south of Sweden as well but also to a few
public authorities and commercial companies Information Technology services as well.

From http://www.ldc.lu.se/, we get the information that the device of LDC is: Competence – quality
– security within Information Technology. They intend to be your closest resource in Information
Technology, offering a safe and secure place for your server, giving support to the students and
employees at Lund University and offering the possibility to buy computers and computer related
articles advantageously.

The work of LDC is made both as projects and activities, where projects are limited in time but
activities longer lasting or permanent.

LDC is responsible for the running of the Lund University Network (LUNET), which is a backbone
network mainly at 100Mbps using fast Ethernet technology.

LDC also has a responsibility for computer education of university staff. This involves primarily
basic education in the use of personal computers. The education activity has at its disposal fully
equipped course rooms with 10 Macintosh and 10 PC type personal computers. Both shorter
seminars, longer courses and theme days are arranged according to a specific plan.

5.1.10 Outokumpu - Outokumpu Stainless AB, Avesta

Outokumpu, a Finnish company situated in Espoo, is according to itself in the annual report of
2003, a leading metal (stainless steel and copper) and technology group.

They employ nearly 19000 persons in more than 40 countries and has a yearly turnover of about
EUR 6 billion (milliard).
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Outokumpu has three main divisions: Stainless, Copper and Technology.

Outokumpu Stainless, with 70% of their market in Europe, offers the widest stainless steel product
range in the industry. It is being supported by strong R & D resources, versatile service centres and
sales office network in their effort to stay competitive and available. 

Stainless has plants in Sweden, Finland, Great Britain and the USA, but sales offices and agents in
40 countries world wide. It is estimated that they will be able to sell 2.75 million tonnes of slab and
1.9 million tonnes of cold rolled products and white hot strip in 2005.

Slab: (1) A semi-finished steel product that is an intermediate step between ingot and finished
product. (2) A cast product that serves as the first step in processing for flat rolled products such as
plate, sheet or strip. Stainless steel slabs, whether from ingot or as cast, are generally five to nine
inches thick thirty to eighty-five inches wide and a length that matches a given mills capacity (often
about twenty feet). 

Cold rolled products: Reducing the thickness and/or width of a product without adding heat prior to
rolling or drawing. This practice generally results in a smoother finish than similar products
produced by hot forming operations. 

Strip: In stainless steel a flat rolled product less than 3/16 of an inch in thickness and less than 24
inches in width.

5.1.11 Sandvik - Sandvik Coromant AB, Gimo

In Sandvik annual report 2003 the following lines are printed: “Sandvik is a multinational company
working with high technological products and solutions which offers the customers a significant
added value”.

The company, founded in 1862 by Göran Fredrik Göransson, is today a concern in the activity of
Tooling, Mining and Construction and Materials Technology. The concern has a turnover of about
50 billion (milliard) Swedish crowns and nearly 37000 employees in 130 countries.

Tooling, the world leading producer of tools and system for tools aimed at metal work is the
principal business for Sandvik. Sandvik Coromant is today the most well established non-Japanese
brand in India, China and Japan and world leading in its area of cemented carbide, ceramics and
extremely hard materials such as diamond and cubic boron nitride.

Sandvik Coromant, which was founded in 1942 when the production of a small cemented carbide
tools department was started, today offers its customers more than 25000 different products to be
used in as different business as milling, drilling, aviation and automotive. They have representation
in 60 countries world wide.

5.1.12 Fortum - Fortum Power and Heat AB, Örebro

Fortum is the second largest energy company in the Scandinavian countries and the Baltic Sea
region according to the annual report 2003. Its activities covers the generation, distribution and sale
of electricity and heat, the production of refining and marketing of oil, the operation and
maintenance of power plants as well as energy-related services. Main products produced are
electricity, heat and steam, traffic fuels and heating oils.

The Finnish company Fortum, with a history from 1921 when the build of Imatra hydro plant was
started, registered on the Helsinki share exchange, totalled its turnover to EUR 11.4 billion
(milliard) with an average of employees of 13300 in 2003. 

The corporate governance model of Fortum is comprised of two business sectors: Power and Heat
respectively Oil.
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Fortum Power and Heat offers its customers electricity, district heat, process steam, cooling, and
tailor-made energy services, and carry on trading in the electricity exchanges. Over 90 % of the
Group´s power generation and sales take place in the Nordic countries. In the Nordic market Fortum
Power and Heat has about 1.2 million electricity sales customers and about 8400 heat customers.

They own wholly or partly diverse and high-standard energy production plants in the area of
Greater Stockholm, in Central Sweden and in various parts of Finland. Their distribution of
electricity takes place in its networks in Sweden, Finland, Norway and Estonia. 

5.1.13 Stora Enso - Stora Enso Skoghall AB

From the annual report of Stora Enso (2004) we learn that Stora Enso is an integrated forest
industry concern producing papers for printing as well as well as fine paper, packaging boards and
wood products, areas in which the group is a global market leader.

In 2003 the total turnover of Stora Enso totalled to EUR 12.2 billion (milliard) and has 44000
employees in more than 40 countries. 

The concern is organised in three core product areas: Paper which is the largest area and stands for
63% of total turnover, Packaging Boards with 21% and Forest Products.

The Skoghall Mill is a part of the Packaging Boards area and a world-class producer of carton board
aimed for consumer packagings and for printing purposes. Its products are used as liquid packaging
board, board for dry foodstuffs, liner etc.

Environmental needs have been more and more important for milling industry to follow due to the
rising understanding what pollution does to the nature. To its help Skoghall has an environmental
management system that fulfils the needs of the EU eco-management, EMAS and of the
international ISO 14001 standard (Welcome to Skoghall Mill, 2003).

5.1.14 IMI - Tour & Andersson AB, Ljung

“The future is about heat and cold” (Tour & Andersson, 2002).

Tour & Andersson are in the market for the business of adjustment of heat and cold facilities, an
area where they also are world leading and leading the development. Their total annual turnover
amounts to SEK 700 million and the total number of employees amounts to nearly 500 persons. TA
today is a part of the British IMI plc. concern in business area Indoor Climate.

Already in 1897, August Hilmer Andersson (AH Andersson & Co) manufactured equipment for the
heating, water and sanitation industry in Ljung. In 1977 AHA merged Tour Agenturer. The 1980's
represented a growing share of the market, and the international market. During the history of the
company, a lot of inventions have been attended. For example: Ametal® which is a certain kind of
metal alloy a for use in water based heating and cooling systems.

Still research & development is an important corner stone in the business, and here the use of
computers is vital. The new product is created by the use of a CAD similar software drawing up the
tool in three dimensions offering data used when producing prototypes and tools in the foundry.

As well as an environmental thought it is an economical reason to re-use, melt it down, all waist
created when drilling and discarded products. As a result of this re-use, re-use of process water and
as organic waste is composted, TA was in 1998 certified according to ISO 14001.

Products from TA are used in environments where the requirements for correct function and correct

sealing are extremely high, so products are subjected to more severe tests than they will actually
experience in normal use. Once approved they are packaged, marked with their part numbers and
entered in the computer system and at last ready for delivery. High needs why they already in 1986
were certified according to ISO 9001.
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5.2 Results of interviews

5.2.1 Interview 1

The term added value

It is very hard to put a price on the term added value, but nevertheless an advantage. Added value is
something that is around the bought product and included in the price of the product bought. It is
not necessarily a product, but most probably a service like knowledge, but not primarily about the
product and its function – what is most important is knowledge about the customer and the
customers needs and organisation. I.e. it is very important building up a long term relation, as
constantly building up new relations and learning new suppliers about the needs and organisation is
time needing and costs a lot of money (both the learning and what is lost due to the new suppliers
lack of knowledge). Suppliers who do only care about transactions would hence not be considered. 

Added value is as well, what comes up from a good relation between supplier and customer – it has
to be easy and open minded with an understanding and pleasant attitude. 

Shortly, good added value is making business with a professional supplier who cares about and
know its customers.

Offered added values

Today the relation with the suppliers works fine, the added values offered; knowledge as well as
relation does not diverge from what is expected and specified. Even the needs the customer have are
covered by today's contacts.

Today no added values are lacking.

More important added values

The supplier must have a feeling for the customer's needs and be a listener, not a salesman who
have the gift of gab – just talking without listening. Not only our needs must be considered but even
our wishes and our way and idea to solve a problem – it is something of a relation of give and take,
you have to compromise and consider both sides.

Nevertheless, the supplier must be proactive and able to look into the future and predict what will
happen or most probably happen, how things develop and understand the needs of the customer
from this scenario and thereafter act for our best.

Which added values offered is very often, most often even completely decisive when evaluating
different offers from our suppliers. Price matters and is important, but sometimes a somewhat
higher price could be preferred to pay if the added value offered together with the article is of
importance; which it often is. 

A supplier must be like a sighted blind person – having the genuine fingertip feeling of a blind
person, but nevertheless see as clear to be clear-sighted for our needs. Not at least, this is important,
when we intend to open up co-operation regarding more comprehensive tasks.

Added values and paying

Added values is something that is included in the articles, and not something we would consider to
pay extra for. However, if we have offers from several suppliers offering the same article to
different prices, we also consider the added values offered. Not necessarily the cheapest offer will
be the winning one as we consider the best offer to the one that offer us the lowest total cost –
lowest life time cost.
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As mentioned earlier we consider the added value of knowledge together with a good relation to be
very important and it can even be the decisive piece of the puzzle that makes the business to go
without a hitch or to be declined with the customer is question.

You have to keep added value separated from services – it is two entirely different things. Services
is something we can imagine to pay for; installation of computer equipments for example.

5.2.2 Interview 2

The term added value

Added value is something the customer gets in addition to the price.

A feeling for service is the most important added value and is a matter of; effort and availability
from the supplier's side and even that the supplier keeps promised times of delivery.

Offered added values

The added values offered today correspond more or less to the needs we have today on the
computer related products we buy. One very important improvement is Benzler direkt.

Benzler direkt: The web based  store of Benzler data available at: (http://www.benzlerdirekt.se),
where the customer can make its order any time during the day after having got the account. With
170000 products and information about each article, possibility to compare articles and a database
updated on daily basis against the suppliers, keeps  the customers aware of available products
within seconds.

Today there are no larger or sever divergences between offered added value and expected added
value according to the specifications. There is never anything written about added value in contracts
or agreements.

Added value is nothing written on paper, added value is something you get a feeling about in
addition to what is written in the contract. An important added value in this case is a high fixfaktor
of the supplier.

Fixfaktor: The ability to solve even the most strange and odd problem, even if indistinct, in a way
as favourable as possible for both parts, to the right price. 

We earlier had some problems with availability to our suppliers, but this has now been solved
thanks to different web solutions. The Internet as a whole is one example how the availability can
be improved as it makes the ordering procedure easier while the troublesome and sometimes
complicated inviting and studying of tenders superfluous.

More important added values

There are certainly some added values considered more important than others. Service not at least,
the seller must be fast and absorbed in his or her mission, deliveries must be fast, trustworthy and
safe. As a third added value the attitude from sellers and consultants can be mentioned – they have
to be accommodating and concentrated on solving our problems.

When evaluating an offer or supplier, the most important thing is not only the price. The price has
certainly to be the right price, not to high, but neither not to low, but important are as well the
relation with the customer and not at least the availability.

The relation is factor denseliest connected to added value and is of great importance when the
supplier has a real or virtual knowledge about existing Information Technology and the feeling that
the supplier has a lot of knowledge about the conditions of its own company.

With the availability factor means that it must be easy to ask questions, to order and to complement
and change orders made.
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Added values and paying

Certainly the supplier can charge for added values. Today we sometimes get free consultment and
advisement, which we certainly are happy for as customers. However I can very well understand
suppliers wanting to get paid for these tasks. But getting paid for being a good listener is out of the
question.

5.2.3 Interview 3

The term added value

Added value for us means that the supplier is aware of and sees the needs of its customer, the
supplier must as well be keen  and listen to the customer and what the customer wants.
Understanding both the needs of the customer and understand what the customer wants are equally
important. 

The supplier must as well have high knowledge and high technical competence about its products
and how to use them.

Although high technical competence is very important, good relations with the supplier are
important as well.

A supplier offering high added values must be flexible, offer flexible solutions and be time flexible,
i.e. be prepared to act fast and that things wanted as well as needs may change quickly. Deliveries
must work perfectly, must be on time and everything promised to be delivered  must be included.

Offered added values

There has been some unevenness during a period, but today we think it works fine. We do not
consider there are any divergences either.

Today we do not lack any any special added values, our needs are covered.

More important added values

The far most important added value in a supplier's ability to see the needs of a customer as well as
listen to its needs. The ability of listening to a customer but even see what we need and thereby give
advice is vital.

When we evaluate suppliers, the added value offered often is decisive for further business.

Added values and paying

We want that added values should be included in the total business and not optional as extras.
Nevertheless we are prepared to pay a supplier more, who offers the added values expected and
wanted by us, more than a supplier who does not care about what we consider as added values.

For certain deliveries we are prepared to pay extra. Fast and extremely fast deliveries for example.

5.2.4 Interview 4

The term added value

Added value is helping us configuring our computer system, giving us proposals how to solve
problems we have and availability to reach the supplier via the Internet.

Offered added values

The added values our supplier of computer related articles offer today agrees well with our needs,
the matter of fact that we are offered offer of configurations for instance.

We do not think there are any divergences between offered and expected added values, we are even
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content with the added values offered and really satisfied with the added values the Internet gives
us.

More important added values

A good supplier must have a lot of knowledge about the environments of its own company – they
must know what they have and is able to offer us and  thereby we will get the best possible advice
and help, that is how to maintain the relation. We also expect our suppliers to be responsible for
their actions – the salesman at our suppliers must work for our and the suppliers best in order to
achieve a long term relationship, not for what is best for himself for the moment. We do not want
transactions, we want long term relations.

Long term relations shapes good contacts with the supplier, but even as important as this is
availability, where the Internet has meant a lot of good for us.

Flexibility is an important added value as well – changing products used must be easy,
unbureaucratic and uncomplicated.

The possibilities of  development of a long term and fruitful relationship is of greatest importance
when we evaluate our future suppliers.

Added values and paying

We  think that paying for some added values is quite okay. For example paying for added values
where the fixfaktor is very important and when the supplier has the characteristics of coming up
with proposals for solutions to different problems. However, the added values should be included in
the total price and does not be added to the price as extra charges.

5.2.5 Interview 5

The term added value

There are primary and secondary added values.

Primary added values are added values when the supplier can see our needs and do something
sensible from that point of view.

Expert knowledge regarding computer related products as being a consultant and ability to listen to
us, the customer, in the relation.

Simplicity, general help and support are primary added values as well.

As secondary added values terms of delivery and payment can be mentioned.

Offered added values

Added values offered today agrees very good with what we expect today. We feel that our supplier
today very well can understand our needs and even be advisors, consultants and experts.

We do not feel there are any diverges between offered added values and the added values we need.

More important added values

The consultative added value is the far most important added value. The supplier must see the needs
of the customer. The supplier must know its customer – it is extremely important and far more
important than everything else. For seeing our need, knowing us is very important and decisive, for
everything else you can agree about.

There are today a lot of suppliers who can deliver both hard ware and soft ware to nearly the same
price, so when evaluating suppliers the absolutely decisive part is how well the supplier carries out
his consultant and advisory added values. We would never engage a supplier who is not interested
or does not know about our needs.
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Added values and paying

Already today we pay for installation, but would be willing to pay even for  consultant and advisory
added values.

In special cases we would even agree on paying for terms of delivery. For example if there is some
product we need very quickly we are prepared to pay extra.

The secondary added value, terms of payment, we would never consider to pay for.

5.2.6 Interview 6

The term added value

A supplier offering added value takes care of the deliveries as an entirety and even keeps its
promises made for the deliveries and generally.

The deliveries has as well, in addition being as promised, to be fast and even safe and secure.

Furthermore added value is the ability from the supplier to highly think in a qualitative way.

Even a such basic task as support is added value – support after a sale is very important for us a the
customer. Even the most simple task may cause problems which can be solved by support.

Offered added values

Today the needs we have for computer related products, very well corresponds with the added
values offered by our customers.

Benzler are better than average and especially strong considering larger systems. The added values
especially distinguishing Benzler are: high fixfaktor, small stuff like cords, wires and flexes are not
charged extra for. The technical competence of Benzler is high as well.

Today we do not notice any diverges between the added values we expect and the ones we get.

More important added values

We consider close physical presence to be something important and closer presence is something
we really would like from Benzler. Our company is situated in Norrköping and the closest Benzler
office is situated 43 kilometres from us in Linköping.

When we select our suppliers a well working relation is the most important factor. When there is a
relation that works – why change supplier? Even if the working relation is a little more expensive
than a new offer, the more expensive relationship will be cheaper and profitable when one keeps on
in long-term.

The relationship is the far most important added value in order to establish a business relation. What
we refer as relation is the suppliers knowledge about the own company's machines and products –
what they can offer to us.

Added values and paying

We would be ready to pay for added values like a high technical skill and competence and
knowledge about how other companies, with similar problems, solve their problems.

Today, the customer says, it finds these added values at Benzler.

5.2.7 Interview 7

The term added value

Added values are the ability to reach the supplier independent of opening hours and holidays, where
the Internet and sales via the web is an excellent added value. Even the relation with the supplier, or
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maybe better achieving a more personal relation together with the supplier is very important. 

Both fast deliveries and competitive prices are important added values as well.

Offered added values

The added values offered today not only corresponds very well with our specifications, but they
even cover what we need. Today we do not lack any added value.

Benzler offers us added values as good availability, orders can be executed on the Internet as well
as personally with sellers giving service. Even the matter that Benzler are certified, environmentally
as well as for their knowledge, is very important.

More important added values

When we choose our suppliers, the ability of the supplier to offer us full coverage for each problem
has the greatest importance. It is better paying for everything at once, instead of repeatedly paying
small sums for light matters.

In order to develop a favourable business relationship, the personal relation and the knowledge
about existing Information Technology is the most important. There is added value in a long term
relationship.

Added values and paying

Some added values we are ready to pay for. Support for instance, even if we would have to pay for
support and service, it would turn out to be profitable in the end. A good support and service is
always something that would be profitable to the customer.

5.2.8 Interview 8

The term added value

It is hard to describe the meaning of added value but one added value might be high confidence in
the running of systems as our industry is extremely sensitive for stand stills. This together with high
competence are the technical parts of added value.

Local presence is important for us as well, but even seminars and erfa-days organised by the
supplier, which are days where the customers of the supplier takes part in other solutions and
experiences.

Offered added values

The added values offered today as high competence, ability to listen to the customers,  help quickly
by developing new solutions and availability corresponds very well to our needs and we do not see
any diverges between our specifications and what is offered.

Today we do not lack any added values, we are fully content with how it works.

More important added values

We consider local presence to be very important and high skills for the own system to be the mos
important added values – today we have close to a local office and the contact with this office is
close. 

These are also the most important factors for us when we evaluate suppliers.

Added values and paying

Consultancy is an added value we are willingly to pay extra for, but it is very important to regulate
this is agreements and contracts before starting a business.
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5.2.9 Interview 9

The term added value

Added value might be “the little extra” both regarding products and services.

For example; a good knowledge about the needs of the customer and good relations are important
added values.

But added values are these as well as local presence, reliable and flexible deliveries. Regarding
guarantees we have a minimum level of agreement, this among others is what we assign as
flexibility.

Offered added values

The added values our suppliers have offered have been fluctuating over time and been differently.
Mostly it is depending on the single individual or seller so quality of added values offered can differ
within the same company. Generally it works fine today.

There are not any significant diverges today, but we wish that the work for developing new
products would be speeded up in order to meet our needs.

There are not so many added values we lack today, but we wish that the sellers of our suppliers
would be more aimed at understanding our needs and understand how to help us above closing the
business.

More important added values

The ability of offering adapted competence locally and to see and understand the needs of the
customer are the most important added values.

The ability or volition of suppliers to offer added values at all are a decisive and very important
factor when we evaluate our suppliers.

Added values and paying

Knowledge and ideas how to solve problem ought to be included in the price, but we are absolutely
willingly to pay more to a supplier who offers these added values.

Flexible and quick deliveries is something we are prepared to pay extra for.

5.2.10 Interview 10

The term added value

Added value is when the supplier has knowledge about the customer's environment and how we use
it. It is a matter of knowledge and competence.

As it is very time consuming to explain everything for new salesman we think there are clear
advantages using established suppliers.

Offered added values

Regarding the old established suppliers we think that the added value and need corresponds very
well as they are conversant with our environment.

Regarding new suppliers there are a lot of them who just wants to sell and does not even try to
understand how the problems in our company look like.

Shortly, by basis of these facts – old suppliers offer added value while new ones does not
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It is very difficult answering the question about our specifications versus offered added value as we
consider added value to be something that we receive after having the relation and we know how it
works.

Several suppliers destroy or reduce the added value experienced by often or constantly changing
sellers. In such cases we as customers have to start over and teach a new seller about how our
system works and our environment. This is very negative.

More important added values

The most important added values for us when we evaluate suppliers are knowledge (about our
environment), how the relation works for the moment and the flexibility of the customer. These are
as well the most important factors we consider in order to develop a relationship.

Added values and paying

We are prepared to pay extra to suppliers who have sellers who are competent and with knowledge
about our present environment.

5.2.11 Interview 11

The term added value

Added value can be described in terms of a good and working dialogue with the supplier about
different solutions. We also want a supplier who wants to be our partner and not a salesman just
wanting to sell its products.

Offered added values

The suppliers we do business together with offer us the added values I mentioned and they cover
well the needs we have.

Together with Benzler we have a well established relationship and received the added values I am
taking about.

Currently there is no diverge between offered added value and our specifications. We rather
consider our specifications to be hard values aimed for machines etc. and added values to be soft
values regarding competence, relation etc.

We need support in our procurement of courses regarding computer related articles. Finding good
and developing courses is really hard and getting information about this and hints about courses
difficult subject would be really fine and valuable.

More important added values

It is the same added values as I mentioned in the first question – the dialogue regarding solutions
must work, the supplier as partner and not just interested in selling.

The added value is very important in the choice of supplier. Price is important, but not decisive.

Added values and paying

Regarding paying for added values it is a pity that we have to follow the rules of public
procurement, as these rules sometimes stop us from doing business with a supplier who is a little
more expensive, but offers substantial added values. 

5.2.12 Interview 12

The term added value

High competence regarding both the pure technical and the ability to see the needs of the customer
as well as acting as a problem solver.
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It is really important that the supplier has a high fixfaktor and can solve all problems appearing, and
that they can see what what we need.

Offered added values

There is a slight difference today between our needs and the added values we are offered. 

Benzler works fine, especially on systems.

There are almost no diverges between our specifications and the added value offered today. We
today have needs on our suppliers that they must offer us functionality, thereby they have to be able
to understand the technical needs.

We are fairly content with the added values offered today, but would nevertheless require that the
suppliers should pay more attention to learn about our business and industry in order to see our
needs. Unfortunately to many suppliers care about transaction only, we want long-term
relationships with our suppliers.

More important added values

We consider it extremely important that the supplier really tries to learn about us and our
organisation and thereby be able to understand our needs.

We also want suppliers who care about, want and can work up long term relations with their
customer.

Certainly also a high technical competence is very important.

The added values mentioned are as well the ones we consider as the most important when we
evaluate suppliers.

Added values and paying

We think the added values of skill and competence should be included in the price, but we are
prepared to pay extra to a supplier offering the added values expected.

Consultancy is something we are prepared to pay extra when it is specific tasks above what has
been bought. 

Even deliveries, in some specific situations, are something we are prepared to pay for. For instance
quick supplies.

Installation is not an added value, and we already pay for it.

5.2.13 Interview 13

The term added value

Added value has to do with high competence and knowledge about the environment being and
generally high technological skill.

A good relation between the supplier and customer is added value as well, and even the ability from
the supplier to act fast and respond quickly.

Offered added values

In the cases we have a working relation with the supplier we also receive the added values we need,
we receive the added values mentioned earlier.

Today when I buy a function or product I do not want to pay consultancy if it does not work or
problems appear due to this function. That is a rather severe diverge between offered added value
and our specifications.
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We lack accuracy in quotations. A quotation must be ambitious, clear and simple.

Furthermore we do not expect only general solutions by people only caring for selling. We want to
see how the supplier is thinking or has thought.

More important added values

The added value is decisive regarding the added values discussed earlier: High competence and
skill, a good relation and quick response.

Added values and paying

We are prepared to pay extra for high competence, a strong engagement in order to find the best
solution and a long-term relation.

5.2.14 Interview 14

The term added value

Added value has to do with quality on deliveries and that everything promised will be on time, the
delivery has to be flexible as well – not a standard delivery date or time, but if needed quick
deliveries should be possible to receive.

A supplier offering added value must be able to tailor made a solution after the requests and needs
of the customer, not generalise.

Long term relations with suppliers are of great importance when added values is to be offered as
added value in this case  is about the ability to see the needs and needs of the customer and to know
their organisation. To get a long-term relation to work even a good relation is very important.

On the personal staff level good knowledge and high competence are added values.

Offered added values

Today we can not see any diverges between delivered added value and what we expect, not
according to specifications and not according to need. We are content and satisfied with our
suppliers.

More important added values

The most important of the added values mentioned are getting to know each other, so the supplier
will be able to see our needs and getting to know our organisation. Tailor made solutions are very
important too, we need what works best, not something that only works.

A really serious supplier must listen to its customers, considering and care about both its own skill
and the needs of the customer. It is somewhat similar to a give and take situation where you meet in
the middle. The supplier must see what we need, but even listen to us what we want.

It is really important that a supplier offers us added values. Added values offered are even more
important than a low price if the added values are the ones we need.

Added values and paying

We pay for added values today already, but are prepared to pay for it separately too. But in that
case, the original amount has to be lower – we do not want to pay for the same service or added
value twice.
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6 Analysis of findings
In this chapter the interviews will be discussed, analysed together with the teories and from those
results conclusions made.

6.1 The term added value

6.1.1 Interview 1

Added value is something around the product bought and included in the price of the product in
question. It has not necessarily to be a product, but has primarily to do with the relation customer –
supplier and the advantage of not having to learn up new salesmen for each transaction. I.e. it is a
kind of knowledge. The customer claims the suppliers understand for the needs and organisation of
them are the most important knowledge – achieving this requires a long-term relation.

What the interviewee regards as added value are services described by Christopher (1991) where
the core is the product bought and the surrounding services are the “something around” which are
result from a long-term relationship, which is considered to be of great importance. The
importance and reasons of a relationship supplier – customer  is significantly close to Jobbers
(2001) theories about relationships, which are said to be savings due the avoidance of switching
costs and teaching a new supplier.

6.1.2 Interview 2

The most important added value is a feeling for service and what it means. Keeping promises, effort
and availability.

According to Jobber (2001), keeping promises is one of the fundamental corner stones for a long
term relationship. The hard part for the supplier is to connect promises together with their effort
which must be “good enough” but still realistic to be able to keep promises. Even in the GAP
model, the importance of keeping promises is clearly mentioned to be one of the basics for a
successful external communication; it is important balancing the promises with what is realistic
and do not exaggerate and make unrealistic promises.

Bateson (1989) and Grönroos (1991) means that keeping promises is of great importance by
reference to the gap analysis. The about promises is a GAP 4 problem where production must be
balanced with realistic promises and nevertheless in accordance with the customer's claims. As in
the cases appearing during sale between the companies  handled in this thesis, exaggerations are
often made and this gap created, in the use of personal selling.

The matter of availability can be translated into both physical and psychic terms, where the physical
availability is the availability of physical contact with the supplier – i.e. having the supplier on a
close distance. The psychic availability could be translated into terms of getting into contact with
the supplier by phone, facsimile, Internet or any contact where questions can be asked or orders
made without actually seeing one and other. 

The psychic availability is what Johnson (1995) describes as a variety of options for e.g. placing an
order and a way of freeing buyers. Usage of technology, called managing service productivity by
Jobber, is the psychic part of availability as well, and is how to improve the technological part of
the service for its customers.

6.1.3 Interview 3

Awareness for the customer of the supplier is very important, as well as the availability to see and
thereby understand what the customer needs is as important as listening to the customers opinion. It
may be seen as somewhat of a give and take situation and a way of co-producing.
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Co-production, that is exactly what Normann and Ramirez (1994) wants the term added value to be
replaced with and they even describe the situation similarly to the interviewee. Following  this
theory, the customer and supplier has been partners. I.e added value is about partnership.

The interviewee mention high knowledge and high technical competence about the products as well
as good relations to be other kinds added values.

Not only the products must be good in quality, but the employees as well. It will be found that
several interviewees have stated this, the managing of service staff from Jobber's theories, as an
added value. Doing the opposite might be a safe fall for a supplier as, recall from the theories, 2/3

stopping buying because of incompetence from the staff.

6.1.4 Interview 4

This interviewee gives us a very exact meaning of the word added value – first it is a matter of
configuring the computer system and solve our (technical) problems, i.e. technical skills, secondly
the availability to reach the supplier via Internet.

6.1.5 Interview 5

As added value can be split up in two groups: primary and secondary, one may in first sight believe
that the customer considers some added values be much more important than others – but as will be
noticed later the customer has a different opinion and the split has other motives. 

The primary ones are what the customer should understand and be able to solve in some way. The
ability of listening to the customer and possess as huge knowledge about the products as the seller
can act as consultant. Shortly, again both listening to the customer and give its own opinion.

A consultant could be described as a person delivering a technical quality, a service that fulfils its
purposes according to Grönroos, but has functional quality as well. That is similar to the supplier
who listens to the customer and use its knowledge and competence in order to deliver a service
useful to the customer.

However, this is not all, as a general help and support are primarily added values as well. 

Secondary added values are rather simple ones as terms of delivery and terms of payment.

6.1.6 Interview 6

Added value has according to the interviewee to do with deliveries and mention two dimensions of
deliveries: In control of the supplier and out of control of the supplier.

The dimension out of control of the supplier is the one having to do with how to deliver; fastness
and safe and secure deliveries, but the supplier can affect the deliveries by choosing special services
or specialised companies. In any case, the supplier always has to trust the delivering company.

The dimension in control of the supplier has to do with what products to deliver. The customer
regards entirety as very important – i.e. one supplier to be able to offer all wanted articles and to
deliver all articles on the same time.

Support, especially after the closure of a sale is very important. Things can always go wrong and
without good support a bought product may be useless. 

The four layer Christopher's model describes how to design a service or product with support
services with value based promises where the support lays in the expected product ring and together
with the core product a must for the business – the obvious services.
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6.1.7 Interview 7

In accordance with some earlier interviewees, they hold the ability to reach their supplier as very
important, and especially Internet and sales via the web is mentioned to be a very important added
value.

Despite the importance of the Internet, also the relation to the customer is considered very
important. This customer even considers a personal relation with the supplier to be very important.

The importance of personal relation may in the first point of view be seen as a contradiction to the
Internet as the Internet customer makes his order on his own, without the suppliers intervention. But
one must here consider the 24 hours availability of the Internet and easiness of ordering.

The TERRA model of Dwyer & Tanner (2002) has a lot in common with the words of this
interviewee. The model tells us that the physical plant, i.e. the staff of the supplier is as important as
the ability to recognise the needs of the customer and knowledge. 

In addition to most customers even the prices are considered as added values.

6.1.8 Interview 8

Added value can according to this customer be more than personal skills and profession. The
interviewee mention confidence in running the systems as an added value. I.e. high quality products
to be added values. 

Technical competence of the supplier as well as general competence and the availability and will of
other customers of the supplier to share how they have solved their problems and thereby take part
of their experiences.

Local physical presence. Which is one of the important parts of Dwyer & Tanner's TERRA-model.

6.1.9 Interview 9

The supplier must know what the customer needs, so establishing a good relation is vital in order to
achieve added value.

Other important added values as local presence together with reliability and flexibility are added
values as well.

6.1.10 Interview 10

The customer mention added value to be the suppliers knowledge about the customer's
environment, and a matter of knowledge and competence. However getting the knowledge about
the customer's environment is only possible after a long-term relation, that is why the customer sees
a clear advantage by the use of established suppliers.

The use of established customer is closely related to the management of customer relationships and
has advantages for both parts according to Jobber.  The supplier will learn the needs of the
customer after a while and thereby offer a more personalised service. This means that the creation
of a relation is a very time saving  and saving time means saving costs.

6.1.11 Interview 11

Added value is a kind of co-operation between the supplier and customer in order to develop new
solutions, services and products. A good and prosperous added value it is also a relation between
partners and not a seller – buyer relation.
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6.1.12 Interview 12

Added value is a supplier working as problem solver. A supplier must have the ability to solve all
problems in an optimal favourable way, even how strange it ever is. Standard solutions are not
considered optimal.

Even this customer regards relations to be an added value, or at least the ability to see the needs of
the customer, which requires the build up of long-term relations.

6.1.13 Interview 13

It is high competence and knowledge about the environment, which requires long term relations,
and high technological skill that has to do with added value.

The supplier must as well understand the importance of the well known old fact “time is money” -
the ability, or rather understanding of acting and responding quickly. 

6.1.14 Interview 14

Similar to an earlier interviewee, this one holds there are two different dimensions to the added
value of deliveries: The one the supplier can not control to 100% (that the delivery will be on time
to the customer) and the ones that can be controlled (the flexibility).

The ability of adaption of the supplier is added value as well. This is more or less a parallel track or
relative to the ability of listening to the customer and its needs – both has to do with the fact that
both the supplier's and customer's perception has to be investigated in order to find the best
solution. 

A fundamental base for the ability to offer added values is the result of long-term relations. A
prosperous long-term relation results in that the customer and supplier get to know each other and
that the supplier thereby can predict what the customer would need in certain situations.

The staff level added value has to do with the suppliers staff who has to be competent, both sellers
and developers: Sellers must have competence about what the customer needs to solve a problem
and knowledge about the customer, developers must have competence about how to solve a
problem.

65



6.1.15 Conclusions about added value

From the table above it can be seen that, the relation and knowledge about customer's need, which
are densely connected as well are together with technical skills the most significant added values
from the customer's point of view. 

From the theories of Jobber we know that the managing of customer relationships during the recent
years has been more and more important. It is both a matter of taking care of the customers as well
as an economical matter for both parts. As a matter of fact, of the four factors Jobber mention to be
of great importance for managing services at lest two are among the ones in the top: Managing
customer relationships is already mentioned, but the service productivity is even there as well as
managing service staff.

Observe that only one customer, interviewee 7, regarded (low) prices to be an added value. 

The conclusions of de Chernatoney et al (2000) regarding added value can now be clearly seen to
be true: The interviewees ideas about added value are widely spread, but there are a few more
significant than others – the ones dealing with functional and emotional benefits. In the case of
Benzler, with the business ideas of being the best Information Technology supplier in Sweden with
simplicity for the customers and quality in everything even these intangible added values mentioned
well represent the expected brand of Benzler.
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Added value according to interviewees
Added value Number of answers
Relation 8
Technical skills 7
Knowledge about customer's need 6
Psychical precence 5
Problem solver 3
Physical precence 3
Support 2
Feeling for service 2
Deliveries 2
Trustworthy 1
Terms (delivery, price) 1
Share experiences 1
Product range 1
Product quality 1
Prices 1
Flexibility 1
Co-operation/partnership 1
Availability to listen 1



6.2 Research question 1: How can added value be created

6.2.1 Interview 1

Added value is built up during a relation between the customer and supplier which leads to
knowledge from the suppliers side. Knowledge in this case is both knowledge about the suppliers
products who has to know what it can offer, but even about the customer as well due to the fact that
it must have a feeling for both the demands of the customer as well as what the customer desires.

The relation is a fundamental part of the added value which, according to Naumann (2003) is the
fifth component in the “Components of value” figure and can be developed into a very important
element.

Especially considering creating added values in the shape of knowledge and building up a good
relation is important for the supplier interested in successful business.

In a successful business it is not only important having the right products and good products, there
also has to be something outside the core of the business, this is in accordance with Cross (2002).
For a computer retailer it is not only important selling the products, but competence and knowledge
about them and the customers as well.

6.2.2 Interview 2

When creating added value it is very important creating an availability added value. The customer
mention Benzler Direkt as a typical added value due to its high availability – open 24 hours each
day all days during the year. It is somewhat of – “you never know when a system will break down
case”. 

Buying via Internet, talking about the Benzler Direkt case, even makes the trading easier. In the
case of Benzler Direkt the customer registered gets information about not only prices, but about
current amount of available products at the distributor, so the customer can easily see when it can
expect delivery.

Johnson (1995) learns us that in order to build up added values the technical information is vital. It
must be simple finding parts and information about the parts. 

Especially observing that the added value is something not stated in contracts, but a feeling about
getting something extra. Added value is in other words something the customer expects in some
way, but what kind of added value the customer will be offered may be a happy surprise.

This clearly contradicts Oxborough (1997) who means added value to be something the customer
define. Following the theories of Berman & Klefsjö (1995) however, gives us an other point of
view – following them it is noticeable that added values are something obvious, the customer takes
added values as natural, but which added values may be a happy surprise. It is the supplier's task to
understand which added values should be offered to each customer – again it is a matter of
building up and nurturing a relationship.

6.2.3 Interview 3

No news ideas were added from this customer.

6.2.4 Interview 4

Especially consultancy like services as configurations of different kind are mentioned by the
customer as good added values as well as advice how to solve problems. Presupposed to the advice
added value is that the the supplier and customer must have a well established relation as the
supplier must know about the customers systems in order to be a good problem solver.
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From the configuration consultancy we can deduce the need for the augmented product in
Christopher's (1991) model. It is outside the core and expected product, but not really the potential
product. But by the use of some consultancy services the potential product can be achieved as – for
instance if a computer would be further developed into a music studio.

An excellent way to create added values is the selling of products on the Internet.

From this follows that Johnson's (1995) variety of options must be developed. A total coverage of
all interchange between supplier and customer would be preferred.

6.2.5 Interview 5

Added value is created  by the advisory characteristics and way of working as experts a good
supplier must have. 

The importance of long-term relations is not mentioned by the customer, but in accordance with
several of the interviewees, the ability of feeling the needs of the customer is added values (where
long-term relations are vital).

6.2.6 Interview 6

Together with other interviewees, this customer agrees with that technical skill is an important
added value, but added value does not necessarily have to do with a lot of competence or ability to
solve all kinds of problems any time. Added value has as well to do with anti greediness and can be
as simple as including electricity cords to machines or computers when having made large orders.

Consequently, added value does not necessarily need to be a service, it may even be some product
included extra. Compare this with the bike discussion from A Level of Achievement, where value
is added to the bike by cleaning it, value is added in this case by including small, but vital things –
it can be as simple as this and in the long run even profitable.

Although the Internet and the availability this offers, the customer mention Benzler and means that
the lack of physical presence is negative.

6.2.7 Interview 7

In addition to availability and (personal) service, the interviewee means that certification is an
added value. 

Regarding Benzler they are certified both according to ISO14001 environmental certification
(among other undertakings of the supplier is taking care of discarded computer related and
electronical equipment sold) and certificate of qualification for nearly 20 computer related areas,
which are very appreciated by and valuable for the customer.

Again, we have the Jobber's idea about how to create added values by managing services and
manage service staff. To train the staff to a certain level in environmental thinking or technical
skills.

6.2.8 Interview 8

Added value can be created by developing the competence of the suppliers employees, i.e. a
constant learning not only about technology sold but about service in common as well – why it is
important to listen to the customers and even how to combine an excellent service with technical
competence, which of the result will be developing nice solutions quickly.

6.2.9 Interview 9

In order to create a better added value the supplier's sellers must  be less concentrated on closing the
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business as soon as possible, and be better to see the customer's needs and even help the customer.

6.2.10 Interview 10

The customer means that added value is created by long term relations, and the advantages this
offers for them – for example a supplier who knows its customer. Floggers, who there are too many
of among new suppliers – who only care about fast transactions, only create problems.

A problem, that reduces the added value, might be that even well established suppliers have a
tendency to change its seller or contacts to often as the buyer then have to teach a new person at its
supplier about its environment.

According to Jobber, the avoidance of switching supplier but concentration against establishing
long term relations is a matter of saving costs. Establishing a new relation is, as the interviewee
insist, in accordance with the theories of Jobber, a time of risk and discomfort, due to the learning
up time, for the customer. While when the supplier has learnt to know the customer it can offer a
more customised service and understand what the customer needs.

6.2.11 Interview 11

It is necessary to create added values aimed towards education. By this the customer do not mean
education for the staff working for suppliers, but courses for its own staff. Today it is not difficult
finding courses, what is difficult is finding good and suitable courses. Unfortunately, there is today
a severe lack for this added value.

Clearly this is a case where the technical quality (some suppliers offer courses or proposals for
courses) Grönroos tells us about exists, but the functional quality (the courses offered are from too
low quality) is low or non existing. 

6.2.12 Interview 12

A necessary step in order to develop added values is the build-up of long term relations.
Unfortunately many suppliers have not understood the importance of the advantages this offers.

6.2.13 Interview 13

An added value the customer takes as obvious, but lacks, is accuracy in tenders but nevertheless
simplicity. It is very important that each supplier adapts to each customer and offer services adapted
to the customer in question.

6.2.14 Interview 14

No news ideas were added from this customer.
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6.2.15 Conclusions about how added value can be created

Generally can be said, that today most customer get the added values they expect, and the correct
functional quality as well; this we can understand from the interviews where only a few customers
regarded that there are divergences and only minor divergences.

From the table above we can make the conclusion that added value is created when knowing the
customer and by creating relationships between supplier and customer, the most basic in managing
services according to Jobber and with a rising interest during the recent years.

It is a matter of getting to know the customer and the customer's environment so much that the
seller exactly knows what the customer needs in each particular situation.

Although a relationship is very important, new customers can be creators of added value as well,
but they must be prepared to build up a relationship in this case. They must as well have or create a
few of the less frequently mentioned added values. Due to the environmentally friendly trend there
is today, probably the request for the international standard ISO14001 or the European EMAS
certified suppliers will rise. 

A physical availability, especially on the Internet, is today more or less a covenant for survival of
suppliers in the computer retailer's business. Nevertheless very important, the creation of physical
availability is not only a matter of Internet, it is a matter of general easiness as well to reach the
supplier. I.e. the supplier must be willingly to let the customers to call them by phone, use facsimile
machine etc.

Life is learning, this has a special importance and reality for staff of the business of technically
advanced companies or companies in a constantly developing market as the computer market. As
well as knowledge about the customer, knowledge about the products is important as well as
general competence about how to act to a customer and the importance of listening to the
customers.

Generally added value is created by the supplier's understanding for the customer together with the
volition of  both parts to stake on a relation in which, to make it possible, the customer must be
ready to teach the supplier about the company and the supplier understand that it will take some
time before the business can prosper

The threats against added value can not be disregarded. As we know, directly commented from one
interviewee, but more or less mentioned by most of them; the main threat against added values is
the work of building up relationships, even with already established suppliers, and unwanted due to
the fact that it costs both money and effort for as well the customer so the supplier. In order to
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The creating of added values
Added value Number of customers
Knowledge about customer 5
Relation 4
Psychical availability 3
Knowledge about products 3
Advisory 2
Tips for courses 1
Problem solver 1
Expert 1
Eager to listen 1
Developing staffs' competence 1
Consultancy 1
Certification 1
Anti-greedyness 1
Adapt to each customer 1



protect the added value build up, and making it easier if changing seller, the information about the
customer and what has been discussed  historically ought to be preserved in some way which makes
it easier for the new seller to understand the problem situation after having studied the data.

The conclusion of above discussion: Added value is created by learning.
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6.3 Research question 2: How important is added value to the customer

6.3.1 Interview 1

Getting added values from suppliers is very important and decisive for business being carried out.
Most important are the added values having to do with long-term relations and the advantages of
this, but even added values that requires the supplier as listener.

The importance of added value can be noted on a economical level as well, as even if suppliers
offering the added values mentioned, these can be preferred to the ones not offering added values.
But, the added value should be included in the total, original price and not charged extra for.

6.3.2 Interview 2

It can be fully understandable that fast and safe deliveries are of great importance for the customer,
but some customers regard this even as an added value of great importance from the supplier as
well, although it is a process that can not entirely be controlled by the supplier.

Added values that can be controlled by the supplier are their level of service and the attitude from
sellers and consultants to customers who both has to be problem solvers.

The price is secondary, the added value offered is primarily especially added values of relation and
availability. It must be possible to change orders easily, but asking questions as well, i.e. the
Internet is not enough how fine a suppliers shopping site ever is, the questioning part can never be
satisfactory on the Internet.

Lehtinen & Lehtinen (1991) have identified three different kinds of services of which the
importance of the interactive service has been mentioned above - that the customer and supplier
must be able to meet in some way.

Sometimes today the customer gets free consultancy and advisory services and does not find it
strange if the supplier wants to get paid extra for this in addition to the products. However, there is a
difficulty in doing this – paying a supplier for being a good listener is out of the question.

6.3.3 Interview 3

It is very important that a supplier not only can see what the the customer needs, but listen to the
customer as well how it want the problems solved, these added values are considered more
important than the price when evaluating the suppliers but a supplier can not charge extra for added
values more than quick deliveries – in cases like the first mentioned the price for added value has to
be included in the original product.

Minahan (1996) identified this fact from a DHL case with auto parts customers, that even if it
would be more expensive to buy the parts, it would still be more profitable to pay for each single
special delivery. The reason for this is that there would be no need to stock the parts and maybe
even more grave – to buy expensive parts delivered by slow delivery, and never get use of them.

6.3.4 Interview 4

One of the most important added values has to do with long-term relations as the supplier must
know the customer in order to offer an as good service as possible – knowing the customer's
environment and accept responsibility for its own acting. 

The personal contact as well as availability must be of high quality. I.e again we can notice that not
only the Internet is of great importance, but there must be humans involved as well. In accordance
with some previous interviewees, the flexibility is as well seen as a very important and decisive
added value.
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If the supplier is a problem solver or offers a high fixfaktor, the interviewee finds it okay to pay for
the added value, but not separately.

6.3.5 Interview 5

One of the most important added values in the ability to see the needs of the customer – this is
called consultative added value by the customer and requires a lot of knowledge about it.

Paying for added values can be split up into three groups following the discussion of this customer:

1. Today, when the customer is evaluating offers and there are several offering the similar price, the
one offering the best added value will be preferred, but unlike most interviewees, this one not
clearly says that added value is much more important than the price, BUT suppliers uninterested
in learning to know them or suppliers acting incompetently would not be considered. I.e. the
price for added value must be included in the price for the product or service bought.

2. Regarding consultancy and advisory services  the customer is willing to pay extra and at certain
occasions regarding deliveries – for instance when it is very urgent and special services would be
needed. 

3. Secondary added values as condition for payment would not be considered to pay for in any
case.

6.3.6 Interview 6

The far most important added value as the customer considers is a working relation where the
supplier knows about and understands the customers environment and equipment, and a long-term
commitment together.

It is the technical skills of the supplier this customer would consider to pay for, as well as
information about how (similar) problems has been solved by similar companies.

6.3.7 Interview 7

The ability of a supplier to offer entirely covering solutions is the most important added value and
that everything is included in the price in question. Paying for small parts is considered to be
disturbing. Nevertheless is good support and service something they would consider to pay
separately for.

In accordance with many other customers, a long-term relation is considered very important due to
the same fact – the importance of the supplier to know its customers environment.

6.3.8 Interview 8

Together with the importance of competence regarding the environment, the physical presence is
very important – it renders more possible and denser contacts.

There is one particular added vale they are willingly to pay for – consultancy, but insists that what
to pay extra for must be declared in contracts.

6.3.9 Interview 9

It is very important and decisive that a supplier offers added values as special competence in the
local office and that they can see and understand the needs of the customer.

It would be preferred that the knowledge and problem solving added value is included in the total
price, and absolutely acceptable to pay more to suppliers offering these added values.

Paying extra would be considered to pay for flexible and express deliveries.
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6.3.10 Interview 10

There are three added values more important then everyone else: Competence, the existing relation
and flexibility. From these the customer would accept to pay for knowledge about the environment
and competent sales people, but it is than a question about paying a higher total price to the
suppliers offering these added values, not paying it separately when a competent seller is needed.

6.3.11 Interview 11

A good supplier is a supplier who listens to the customers, understands its problems and is able to
solve them in a successful way.  A supplier offering added value is more like a partner who works
for the best of both companies, and not a flogger.

It is a little difficult for a company who must follow the rules of public procurement to pay for
added values. In certain cases the rules of lowest price can be disregarded, but the main rule is that
the one offering the lowest price is the winner. If the rules of public procurement were more
flexible, more consideration would be paid to companies offering added values although a
somewhat higher price.

From  Rutgersson (1995) we know that the rules for public procurement say that the lowest price
should be the winning unless otherwise is stated, which can be in certain cases. Ironically, in cases
like these the consequence of public procurement may be the opposite of what is intended – money
saving can be money wasting as the most added value alternative can not be considered as it is a
bit more expensive, nevertheless the most economical. The Naumann components of value figure,
where all the four components of price, product and service quality and image of company will be
considered can be discussed in this case as well as the price affects most strongly in most public
procurement cases.

6.3.12 Interview 12

The supplier must have high technical as well as professional competence. It is a matter of getting
to know the customer and its organisation and thereby see what the customer would need to develop
its environment. It is by this reason necessary to establish long-term relations between the two parts.

Regarding the paying for added values there are two groups: 

1. The added values where the price should be included in the price as competence and knowledge
– it would be preferred to pay a higher price to get these added values than paying a lower price
to a supplier not offering them.

2. The second paying added  value are the specific consultancy added values, which are
commissions that arise in addition to the products bought. These as well as certain deliveries,
express deliveries for instance, can be paid extra for.

6.3.13 Interview 13

The most important added values arise in long-term relations as it has to do with high knowledge
about the environment used by the customer and a good relation. However, as high technical
competence as well as quick responses are added values too, even new suppliers can offer added
values.

Especially high technical competence is so important that it is considered to pay extra for, but the
supplier must as well be interested in long-term relations and engage strongly in finding the best
solutions.
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6.3.14 Interview 14

Getting to know the customer is a very important added value as well as the ability to tailor made
solutions for the customer's need. They consider the relation supplier – customer to be a partner
relation rather than buyer – seller and that both sides ideas should be evaluated and investigated.

It is considered very important that the supplier offers the mentioned added values, far more
important than the price, and paying a higher price to a supplier offering these added values is
acceptable.

In contrast to previous interviewees, this one considered paying for added values separately would
be okay. if the original price would be decreased.

This last statement partially contradicts what Bellinger says about stripped down ordering
transactions, but does not due to what the customer earlier said, mean that added value is
considered unimportant. Added value is important and must be possible to achieve from the same
supplier, but should be available to buy in arrears when needed.

6.3.15 Conclusions about the importance of added value

Significantly important is that added value is much more important than a low price.

The most important added value of them all is the relation, which causes problems for new entrants
on the market who must convince their customers that they own other added values of great
importance of their potential customers. However, there are not many of the very important added
values the supplier without a relation can demonstrate.

This means that the customers have a tremendous bargaining power against their suppliers in this
case, which has resulted in the reason for this thesis – the low profitability of the computer retailing
business, which is in accordance to Porter's competition analysis, although in this case there is not
only many suppliers but many customers as well.

Today's society is highly technical and it is not surprising that high technical skills and knowledge
is required. Today, it is not enough for a selling company offering technically skilled developers or
producers, the salesmen must be technically skilled as well.

Added values are not only important, they are decisive for any business and suppliers not interested
in relationships are, judging from the results, without any chance to survive in the long run.

The reason for the importance of added values is their economical impact. A supplier offering
added values, facilitates the tasks of its customers.
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The importance of added value
Added value Number of customers
Relation 8
Technical knowledge 4
See the demands 4
Personal contact 3
Listen to customer 3
Flexibility 2
Deliveries 2
Consultancy 2
Tailor make 1
Physical availability 1
Covering entirely 1



6.4 Summary

Let us conclude the thesis in a few lines.

What is added value?

• Added value is relationships between supplier – customer and the positive impact from the
relations.

• Added value is knowledge and learning.

• Something extra the customer takes as obvious, but it is up to the supplier to design it.

R.Q. 1: How can added value be created?

• Added value is created by learning the customer and technology.

R.Q. 2: How important is added values?

• Decisive for the business in question. Without added values, no business.
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7 Recommendations and future research 
This chapter will work as a recommendation to the computer retailing industry about where to
develop added values and getting paid for them.

During the work for this thesis and during the interviews even a few new questions has arised.
These will be presented together with my general experiences during the work as recommendations
to the future researcher.

7.1 Recommendations regarding added value

Offering added values is a must today in order to be able to create a successful business for the
computer retailer, and the demand for added values will most probably rise in the future. 

• To be able to create the most basic added value, the retailer must be prepared to establish long
term relations with its customers. This can be called social knowledge.

• The supplier must carefully follow what happens in its own industry regarding development of
products and technology. This can be called technical knowledge.

• The social knowledge and technical knowledge has to be connected together in order to not only
see the needs of the customer, but be able to solve them as well.

• There is a third knowledge mentioned by the customers – their own knowledge, or rather build of
knowledge, which in this case is a matter of the supplier to learn from other customers how they
have solved their problems.

• The social knowledge is gold worth, and must not be wasted when changing seller. The
information about each seller ought to be carefully saved by each seller and carefully
investigated by each new seller.

• As a follower to all these points, a lot of attention must be made to the seller when employing
that the right person will be employed.

7.1.1 Over all conclusion

It can generally be said that the added values offered today, are from a very high standard, and even
the added values expected are offered. The few divergences existing has to do with the speed of
development of products which is considered to be too slow and some suppliers charging extra for
consultancy needed in order to get bought products to work. 

It would be very difficult getting paid for the most important added value, the relation added value.
From the customer's just caring for low prices side two separate price lists, one for customers caring
for relations and one for customers not caring for low prices, could be a solution. Nevertheless, one
must remember that the temporary one time relation is very expensive, for the supplier as well as
for the customer. Ironically customers not caring for relations reasonably should pay a higher price
than the ones caring for a relation.

In order to build up a relation, which we know from the interviews is not easy, the staff of the
supplier must be highly professional. Not only knowing what they can offer, but even know how to
offer the products. Closing the business quickly is not professional and does not convince the
customers to re-buy and no relation will be build.

Making money from added value may be possible considering the technical knowledge about added
value and then from a consultancy point of view where it could be a question about using a supplier
as consultant for what is needed for the future, based on accurate information. The task for the
supplier could in this case be  to work as an advisor and getting paid for this.

During the work of this thesis a new word, mentioned by some customers, of great importance for
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added value has been invented: Fixfaktor. Fixfaktor is a matter of high competence and skills,
technical as well as social, combined with the will to help its customers – paying attention to the
customers.

7.1.2 Outcomes

To closing the thesis, the outcomes of added value and the possibility getting paid for added value
could be:

Provider: The provider wanting to get paid for added values has to develop a relational strategy.
The provider must from the first day of the first contact with their new customer show that the
relation is what is important. But, due to the result of the thesis and knowledge about the hard
competition in the business discussed, it is concluded that a pure retailer would hardly be successful
even if considering relations very important. In order to get any profits from added value in the long
run, even consultancy like services would have to be developed.

Customer: Repeated from the interview chapter,  several customers insists that even if they had to
pay a higher price for products from suppliers they have a relation with, it would be profitable for
them in the long run, due to time saving coming up from the fact that their supplier know them.

I would conclude the thesis by saying: Added value has the outcomes of saving money for the
supplier as well as for the customer.

7.2 Recommendations for further research

The reason for this thesis has been to investigate the added values required for suppliers of
computer related products to the industry in Sweden, and the possibility to get paid for added
values. Already early in the research I understood that very little is known about added values
generally and there is even a lot of ambiguity about its meaning, especially when comparing
different industries to each other.

The research for the concept of added value is still young and scarce, and the result of this thesis is
naturally not full covering for all industries available, there has even never been the intention with
this thesis to give a general solution to the added value problem. 

This research has however clearly shown that the offering of added value is very important, and the
importance of added values will most probably grow further in the future as the requirements
generally develop and increase, more attention and effort is paid to streamlining organisations and
hunt for decreased costs. 

Hints for further research:

• A try to generalise the term added value.

• How does the offering of added values impact the profitability of supplier and customer?

• As the majority of customers investigated consider an established relation to be the most
important added value and the adaption of new suppliers gives a feeling of discomfort and
insecurity. How should a new, not tested supplier, act in order to achieve the status of first choice
supplier?

7.2.1 Experiences from external interviewers

There are as well as advantages some disadvantages letting an external taking care of the
interviewing part of the master's thesis. The advantages we mentioned in chapter 4.5.5 as 

• Long experience
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• International experience

• Specialised on qualitative appraisals

Also the importance of high validity and reliability was mentioned was mentioned to be one of
reasons of letting an external to interview. However it should be, from the author's side understood
that the importance of understanding the subject of the thesis for the interviewer is important as
well. Sending a copy of the thesis in good time before interview start, as long as it is finished could
be a good idea – and of course also request the interviewer to read it to get some understanding of
the subject. 

It should be understood as well that consulting an external interviewer, reduces your possibility of
“reading“ the customer's voice. E.g. does the customer sounds interested or indifferent in the subject
or even bored? 

After having made the interviews, the external will present it's results to the client. Due to the fact
that the interviews in theis case were selected to be anonumous and the fact that taping the
interviews would require special permission from all interviewees (the presentation has to be the
same from all companies answering), a written report was presented from Perspektiv
Undersökningar. This might have been the main disadvantage of letting an external taking care of
the interviews, as due to the compressed form of the interview it has to be rewritten in discussion
form.
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Appendix Swe – Sharp 
Intervjuvguide

Företag och intervjuvperson

 1. Vilken är Din position i företaget?

 2. Vad är företagets namn?

 3. Vilka är de huvudsakliga produkterna/tjänsterna företaget producerar?

 4. Hur många anställda är det i företaget?

 5. Vad är företagets årliga omsättning?

Frågor om mervärde

1. Hur skulle företaget beskriva termen mervärde?

2. Hur stämmer de mervärden leverantörerna av datarelaterade produkter erbjuder idag, med företagets
behov?

3. Vilka avvikelser finns idag mellan erbjudet mervärde och företagets kravspecifikationer.

4. Vilka slags mervärden saknar företaget idag från leverantörerna av datarelaterade produkter?

5. Vilka slags mervärden skulle företaget vija ha från leverantörerna av datarelaterade produkter i
framtiden (förutom de som idag saknas)?

6. Vilka mervärden anser företaget som viktigare än andra vid utvärdering av leverantörer av
datarelaterade produkter?

7. Vid utvärderande av leverantörer av datarelaterade produkter; hur viktiga anser företaget mervärde
vara för att utvecka en affärsrelation?

8. När det gäller att betala för mervärden från leverantörer av datarelaterade produkter; vilka mervärden
skulle företaget betala för?
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Appendix Eng
Interview guide

Company, concern and interviewee

1. What is your position in the company?

2. What is the company's name?

3. What are the principal products/services produced in the company?

4. How many employees are there in the company?

5. What is the annual turnover in the company?

Questions about added value

1. How would the company describe the term added value?

2. How does the added value offered to the company from suppliers of computer related products today fit
your needs?

3. Which are the discrepancies between offered added value and the specifications of the company.

4. What kind of added value does the company lack today from your suppliers of computer related
products?

5. What kind of added values would the company like from your suppliers of computer related products in
the future (except those lacking)?

6. Which added values does the company consider more important than others when evaluating computer
retailers?

7. When evaluating computer retailers; which importance has the added values offered in order to develop a
business relation?

8. When paying for added values from computer retailers; which added values would the company consider
to pay for?

85




