Journal of Business Economics and Management
ISSN 1611-1699 print/ISSN 2029-4433 online
2013 Volume 14(4): 791-805
doi:10.3846/16111699.2013.772917

DETERMINING THE PURPOSEFULNESS OF NEW SERVICES
ON THE GROUNDS OF THE RESULTS OF QUANTITATIVE
ANALYSIS

Rolandas Drejeris', Juozas Bivainis2, Zivilé Tunéikiené’, Eglé Drejeriené?

1. 2. 3Department of Social Economics and Management, Vilnius Gediminas
Technical University, Saulétekio al. 11, LT-10223 Vilnius, Lithuania
YDepartment of Obstetrics and Gynaecology, Lithuanian University of Health Sciences,
Medical Academy, A. Mickeviciaus g. 9, LT-44307 Kaunas, Lithuania
E-mails: 'rolandas.drejeris@vgtu.lt (corresponding author); 2juozas.bivainis@vgtu.lt;
3zivile.tuncikiene@vgtu.lt; *edrejeriene@gmail.com

Received 08 November 2012, accepted 31 January 2013

Abstract. The goal of the present article is to propose a methodology for substantiating
the purposefulness of new service development reasoned by the results of a quantitative
analysis of the current situation. The core of determining the purposefulness of new ser-
vice development is assessing and comparing two trends of service business development:
new service implementation and the main alternative of this process — the expansion of
the scope of the current services. The paper demonstrates how the authors consolidate, an-
notate and critique available research on some logical aspects of new service development
in order to find more objective quantitative decisions. The study provides the methodology
(process model) of determining the purposefulness of new service development. A new
attitude is evidenced by discovering quantitative assessment according to different sets
of criteria. The paper also improves the comprehension of the complex process of new
service implementation — proves the necessity of the first step, i.e. the determination of
the purposefulness of a new service, which is often missed by authors. Appropriate solu-
tions, according to the results of the suggested quantitative analysis, would increase the
objectivity of assessment and the probability of successful new services.
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1. Introduction

Contemporary competition in the field of services encourages firms to look for new
ways and methods of development in order to achieve better satisfaction of growing
customer needs and improve business results. The main subject is what area of grow-
ing companies has to be taken so that to achieve better customer allegiance, to retain
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or improve the image of the company and to have profitable results of development.

Service companies develop new products, penetrate into new markets and expand the
scope of the existing activities with the aim to reach their objectives. Firms can take a
chance to choose many courses of development. However, which one is the best to sup-
port such understanding and what time is the most useful for starting the development
of a new service? These are the questions relevant to every service company. Thus, it
is unquestioned demand for a focus on determining the purposefulness of new service
development and comparing it with other courses on development.

To investigate the failures of implementing a new product, the majority of researchers
state that inadequate planning and insufficient analysis of implementation are among
the possible reasons of a new tangible product or service failure. One of the possible
reasons for new product failure, as mentioned above, might be the failure or ineptitude
of substantiation or an inadequate substantiation of the purposefulness of new product
development. Salavou (2004) generalizes that a lack of knowledge about the purposeful-
ness of developing innovations can be one of the reasons for their failure. In order to
produce and successfully commercialize a new service, firms must synthesize a wide
variety of expertise and knowledge that is usually very different. Such circumstances
challenge different results of implementation as often as they are unsuccessful and
unmarketable.

The above mentioned situation encouraged finding an objective solution regarding the
purposefulness of new service development with the application of a more unprejudiced
quantitative methodology. A quantitative assessment of the situation is more objective
in this case and can more precisely express the needs of a modern and global market
(Kaplan 2004). Businesses have not an objective methodology for determining the pur-
posefulness of innovations addressed to a service sector; an available basis of knowl-
edge of these issues is very small and consists though of minor fragments or experi-
mentation but without the allied analogy. Considering a variety of practical situations,
an all-rounded flexible methodology adapted for different service business conditions
is needed (Stevens, Dimitriadis 2005; Bivainis, Drejeris 2006). Thus, the overall ab-
sence of a particular scientific solution to developing the purposefulness of quantitative
determination is considered to be a problem of the article. The aim of the paper is to
present the process model substantiating the purposefulness of developing new services
that would be created on the basis of the conclusions of scientific literature and the
application of systematic and logical analysis as well as adapted for the service sector.

2. Process model of determining the purposefulness of new service
development

The determination of purposefulness means the first step of a new service development
process. Bivainis, Drejeris (2006) have mentioned that such step is necessary for better
readiness, and using the results of assessment procedures is one of the conditions for
the avoidance of new service failure. The failures of new services show the importance
of this phase.
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Scientific literature presents information on many exponents stating the necessity of
determining the purposefulness of new service development; nevertheless, most of them
only discuss the significance of the process and do not suggest any methodology for
assessing. Avlonitis ef al. (2001), Baker, Hart (2008) and many other researches, who
focussed on new product development, take the substantiation of purposefulness for
granted and do not find it is sufficiently considered stating it is always worth develop-
ing a new product and providing the description of positive results followed by any
innovations implemented in company’s activity.

Scientific and special literature suggests only a few cases considering the purposefulness
of some process or product. Bivainis, Drejeris (2008) tried to find a few solutions to
determining the purposefulness of new services, but their research was not finished and
was not clear enough to business practitioners. Bivainis, Tamositinas (2003) suggested
a relevant methodology based on quantitative computation for determining the purpose-
fulness of restructuring companies. Cozijnsen et al. (2000) presented an original method
for assessing new product requirements based on the conformance to the company’s
objectives. Amara et al. (2004) proposed research results introducing the determination
of innovativeness and solutions to manufacturing product innovation.

The purposefulness of some medical actions is reasoned quite frequently in medical
literature. A study on the management of psychological human resources often uses the
term “purposefulness” as the fourth super-factor for describing individual differences
that influence personal innovativeness (Dyck 1994; Yun et al. 2007). Filippetti (2011)
reviewed the process of creating many innovation modes according to different proce-
dural factors, the size of a company, sectors, reasons for failure, but neither of them
found requirements for presenting information about the methodology for determining
purposefulness, though knowledge of this process was mentioned as one of the main
factors in success.

It is obvious that the direction for any trend towards business development has conform-
ity to the company’s objectives and its realization better meets the growing needs of
customers (Santouridis, Trivellas 2010). The existing product can be quite successful,
and therefore it is not necessary to promptly invest in the process of implementing in-
novations. The assessment of the rate of market growth and market share can determine
such situation.

Environmental factors have to be also assessed, because the direction of business devel-
opment cannot contradict their requirements (Forsman 2008). In the majority of cases,
the development of innovations presses for investment (Walters 2004), i.e. the assess-
ment of investment efficiency and risk assessment have to be important components in
the model for determining new service purposefulness.

A lack of innovation potential can disturb a successful process of new service imple-
mentation (Grieco 2006). Thus, the innovation potential for the company has to be also
assessed. Resolving the degree of the novelty of a new service is a relevant question for
the companies getting a positive result of its implementation (Grieco 2006).

Considering the requirements for new service development and according to the results
of practical research, the model consisting of seven serialized components is proposed
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(Fig. 1). Every selected component of the suggested model destines some respective
assessment particularly important to developing the process and having an influence
on the occurring business events of the company under contemporary conditions. Re-
quirements for the above mentioned components and their content are presented in the
following sections.

NEW SERVICE DEVELOPMENT

Assessing Determi ~ Assessing the Assessing the Assessing Ass essing Substan -
customers’ ning the rate conformity conformity of the the tiation
satisfaction of market of business environmental available innovation degree of a
with the growth and development factors to investment al potential new service
existing market to company’s business efficiency for the
service(s) objectives development and risk

share company

EXPANDING THE SCOPE OF THE EXISTING SERVICES

Fig. 1. Process model for determining the purposefulness of new service development

The use of the methodology forecasts the possibilities of evaluating both business devel-
opment directions: new service development and an increase in the scope of the existing
services. The model emerges the possibilities of narrowing time for investigation down
and reducing unproductive expenditure. Even though James, O. ef al. (2000), Avlonitis
et al. (2001) and a few more authors suggest more business development directions
(business development in different markets using other business technologies and differ-
ent marketing instrumentalities), in this case, they agree that implementing new services
and expanding the scope of the existing ones are the main directions for developing
service companies and therefore are preferred to being analyzed. Though the suggested
methodology is appropriate to assessing other mentioned directs, the findings of the
article are more concentrated on determining suitability for the situation starting the
implementation of new services.

Following the carried out assessment based on the first six components of the model,
eventually, the following decisions can be made:
1) the development of any new activities should not be pursued;
2) the development of a new service should be pursued;
3) the scope of the existing services should be increased;
4) the development of a new service should be pursued and simultaneously the scope
of the existing services should be increased.

The designed model (Fig. 1) suggests the consistency to be followed with respect to
the evaluation of the purposefulness of both business development trends in parallel
with the established criteria and using the given methods. The direction in business
development is considered to be purposeful only in case it is positively evaluated by all
criteria encapsulated in the components of the model, because each aspect, the evalua-
tion of which is recommended in the components of the model, is regarded as significant
enough for service business. The direction of development that failed to comply with
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at least one value of the proposed criteria of the models will be regarded as inappropri-
ate. In two cases determining it is purposeful to develop a new service or to increase
a growth in the scope of the existing services, it is necessary to extend investigation
into the seventh component that explains reasoning behind the novelty of the service.
The structure of the proposed model allows suspending assessment when taking any
direction for development does not fully satisfy one requirement scheduled in the com-
ponents of the model.

The suggested model is appropriate and fitted for the service sector because of better flex-
ibility of the product and a better possibility of adjusting to contemporary changeable envi-
ronmental factors. The sequence of the components is fitted for the service sector, and, after
testing a few service companies, was proved out. Furthermore, some assessments provided in
the suggested components of the model can be applied for service companies only.

A consistent evaluation of the purposefulness of both business development trends by
stages provides a possibility of identifying unpromising efforts (trends towards develop-
ment) at each stage of research, cancelling such efforts and constricting research thus
reducing non-productive costs and time for preparing the implementation of a new
service. It is an important presumption, because time for marketing has become a key
competitive element (Gremyr et al. 2010; Jimenez-Zarco et al. 2011). The suggested
construction of the proposed model and quantitative evaluations encapsulated in the
components of the model create preconditions for transposing these evaluations in the
medium of modern information technologies.

2.1. Assessment of customer satisfaction

Conditions for business service development, on one hand, are closely related to the
possibility of improving the satisfaction of customer needs and requirements (for ex-
ample, in relation to price and quality). On the other hand, they are linked to customer
readiness to pay for the service a certain amount that would be also appropriate for the
service company. The satisfaction of service customers and the effective use of com-
pany expenditures, in most of cases, are understood as the main business development
conditions predetermining the necessity to assess the desirability of the existing services
provided at service companies. It is one of the most important criteria that allow making
a decision regarding the directions of service company activities that are worth pursuing,
have to be improved and can be refused.

Capelia and Turner (2004) have offered a questionnaire for measuring the degree of cus-
tomer satisfaction where the majority of criteria are of a qualitative character. Similarly,
the method is suggested by Santouridis and Trivellas (2010) and Jiang, Wang (2006)
stating that customer satisfaction can be measured and evaluated by either a single-item
scale or as a multi-item construct assessing the satisfaction of each component of the
service. However, for improving the objectivity of computation, changing some criteria
into the quantitative ones and imposing constraint upon the set of criteria can be sug-
gested: not less than a half of them have to be quantitative. According to the results of
the customer survey, the satisfaction degree of the current services might be computed
in the following way:
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n
G, = zWejnja (D
j=1

where: W,; — the value of assessing criterion j of the current service e; 1; — the signifi-
cance of criterion j. The above mentioned Capelia and Turner (2004) propose a scoring
method and assessment of customer answers within the interval [2 (absolutely agree);
—2 (absolutely disagree)]. This is a simplified assessment of criteria importance by giv-
ing them weight from limited selection 2, 1 and 0. Based on the values of a cumulative
criterion, it is possible to rank services according to customer satisfaction. Thus, the
above mentioned methodology can be really used for assessing the degree of customer
satisfaction.

2.2. Determining the rate of market growth and market share

The implementation of a new service can be a critically important competitive factor in
service industry. A greater market share, in turn, reduces the likelihood of business dis-
solution while introducing important new services providing little or no reduction in the
likelihood of business dissolution net of the market share effects that the firm achieved.
Thus, it is necessary to determine a situation looking at the current services provided
at the company. It is recommended to determine the marginal value of the cumulative
criterion below which the values of the criteria have to be treated as confirming cus-
tomer dissatisfaction regarding provided services. In order to provide a comprehensive
assessment of market possibilities, it is worth determining the rate of market growth
of the company and the market share during the last five years according to classical
formulas, when providing the current certain services.

The summary of the conducted assessment based on the above mentioned two first
components of the suggested model is described below:

1) Following the analysis of the services that do not satisfy customer needs and fol-
lowing determination that market growth in the current services is not sufficient
while the market share of the company is decreasing, the only decision is pos-
sible — it is not worth increasing the scope of such services for a company and
continuing research on the purposefulness of new service implementation while
rejecting the idea of expanding the scope of the presently provided (current) ser-
vices.

2) When the assessment confirms a growth in services satisfying customer needs or a
growth in the company’s market share, the conclusion provides that the customer
needs the service, provision for the service has to be improved, research on the
reasons for customer dissatisfaction has to be continued and the reasons have to
be detected. The disclosed reasons have to be eliminated for gaining a competi-
tive advantage.

3) When the provided services meet customer demands, the rate of market growth
is evident, the company’s market share grows and it is worth continuing research
on the feasibility of both development directions based on other components of
the suggested model.
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Salavou (2004) and Trot (2001) state that the result showing that concept of some busi-
ness trend development corresponds to market requirements and substantially increases
the probability of the commercial success of a new product. Incidentally, it is meaning-
ful to accept the proposition of the researchers that the analysis of market requirements
is necessary at most stages of new product development. It means that such analysis is
also necessity for determining the purposefulness of new service development.

2.3. Conformity of business development to the objectives of the company

Quite a few researches consider the conformity of business development to company’s
objectives as the most important factor in determining the purposefulness of new service
development. The majority of them find the necessity for satisfying customer needs
as one of the objectives of innovations stimulated by the company. Chaitanya (2005)
analysed financial services, and one of the conclusions argues that the main objective of
the analysed financial services provided by the company is to improve the satisfaction
of customer needs. The research results confirmed that implementing a new financial
service was purposeful. Forsman (2008) shows a framework of success dimensions as
an objective of every company, but, unfortunately, they are not quantitative. Cozijnsen
et al. (2000) presented a list of company’s objectives, and the most of them are for
better effectiveness and for improving the quality of services. It would be better to add
more specific objectives the importance of which for the service company is argued by
Mohanty (1999):

1) shortening the term of service provision;

2) increasing service package.

Only Cozijnsen et al. (2000) suggest an application of a relative indicator for assessing
new product success and for selecting the most feasible product or service. Undoubt-
edly, such assessment would be useful for the validation of purposefulness regarding
directions for the development of a service company. The relative indicator (X) of reach-
ing objectives is calculated as follows

n
Iim;

_i=l
X = i , 2
i=1
where i is an objective index; 7; — assessment indicating the attainment of the objec-

tive (following new service implementation or an increase in the scope of the existing
services); m, — the significance of the objectives.

23

The following assessment indicators for determining the attainment of objectives can
be suggested: 2 — certainly positive impact on reaching company’s objectives, 1 — prob-
ably positive impact on reaching company’s objectives, 0 — business development will
have no impact on company’s objectives, —1 — probably negative impact on company’s
objectives, —2 — certainly negative impact on company’s objectives.

The computed values of indicator X allow making a decision as to which an alterna-
tive for company’s development better meets company’s objectives (X, — new service
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development, X — increase in the scope of the existing services). When X, > X,
the implementation of new services better corresponds to company’s objectives, and
therefore it is purposeful to implement new services; when X, < X, , it is purposeful
to increase the scope of new services. The following comparison of values X, = X| is
also possible. In this case, it is worth continuing research on the purposefulness of both
business development directions.

It is worth sighting that a formal application of a relative indicator for reaching objec-
tives may provoke the rejection of excellent ideas as not meeting company’s objec-
tives. In order to obviate, it is also worth having a periodical revision of company’s
objectives and assessing adequacy for changes in the recent business situation. Promot-
ing profitable and sustainable business activity that meets customer requirements and
expectations and remaining ahead of competitors always recognize and maximize the
opportunities of activity.

2.4. Assessment of environmental factors influencing business development

Environmental factors that affect the selection of a direction for business development
may involve an economic state of the country (region), for example, inflation rate,
unemployment rate, currency exchange rate, the attitude of society such as tolerance-
intolerance, encouragement, government policy, cultural, political environment, etc.
Such assessment would allow determining whether certain business development alter-
natives do not go into conflict with environmental requirements in the related market.
Moreover, such assessment demonstrates that business development alternatives are
either purposeful or not in certain markets. Therefore, the matrix determining the influ-
ence of environmental factors (Table 1) on the favourability of the markets developing
alternatives for service business can be suggested.

The nature and composition of the impact depends on the character of services and
the scope of company’s activities. Therefore, it may be different for the companies that
provide different services. The nature and strength of the influence could be expressed
within the following interval: —1 certainly negative impact on business development
in that market, +1 the most favourable environment for business development in that
market.

Table 1. Matrix for determining the influence of environmental factors on both directions of
business development

Factors having an impact Market A Market B .....Market n and etc.
on service development  NSp  DSCS  NSD  DSCS  NSD DSCS

2.

noo... and etc

In total:

Notes: NSD — new service development, DSCS — development of the scope of the current
services.
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The aggregate columns of the matrix allow making a decision as to which business de-
velopment direction is more suitable for a certain market. The cases, when the market
is favourable for all above mentioned business development alternatives may be also
accepted. In such situation, every business development alternatives should be assessed
further by the criterion for assessing investment efficiency and risk. Thus, the present
assessment will help in choosing even the best market for business development.

2.5. Assessment of investment efficiency and risk

Both directions of business development (developing a new service or expanding the
scope of the existing services) have to be compared in terms of investment efficiency,
and the decision has to be taken to develop activity having better efficiency of invest-
ments. Unfortunately, the problem arises due to economic indicators of new services
that are highly indeterminate. Considering such situation, starting the assessment of the
rate of forecasted investment efficiency, regarding the growth of recent services only,
can be suggested, then following the assessment of probabilities of new service devel-
opment in case of equal investments. It is worth judging the possibilities of applying
for the experts. Nevertheless, it is also important to highlight that new services have to
better meet customer requirements (Chaitanya 2005).

Customers will accept a new service when it meets one of the following requirements
(Se-Joon Hong et al. 2006):

1) utility;

2) pleasure / satisfaction;

3) accessible price;

4) exclusive use;

5) simplicity / comprehensibility.

Company managers and experts have to decide if particular investment (calculated for
the growth of provided current services) is sufficient for the development and imple-
mentation of a new service that would meet one of the conditions mentioned above,
have better efficiency of investment, conform to the customer’s decision to buy stuff
for the price and satisfy company’s requirements. The date for such investigation can
be set taking into consideration similar projects.

The reached conclusion would be a preliminary decision on selecting business direction
and the feasibility of new service development. If conclusions demonstrated that poten-
tial investments were insufficient for new service implementation, the company would
have to dispose such idea and continue investigation into a growth in the scope of the
current services. If the conclusion made by an expert states that investment is sufficient
for new service development, there is a need to continue investigation according to other
components of the suggested model.

Thus, what investment efficiency indicators can be used? Which comparison of indica-
tors would enable the validation of a choice to develop a new service or to grow the
scope of recent services? The authors of different papers have a varying opinion regard-
ing this issue. Ross (2002), Pogue (2004), Park and Choi (2011) suggest using these in-
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dicators to determine the efficiency of investment in business projects: net current value,
the period of return on investment, the index of profitability and the rate of investment
efficiency. Other authors (Mohanty 1999; Walters 2004; Mackevicius 2005), besides
earlier mentioned information, suggest using return on investment indicator. Walters
(2004) investigated the variants of the company’s strategy for business development
and stated that any alternative of selecting strategic activity had to be reasoned by the
assessment of return on investment.

It has to be noted that Walters (2004) suggests qualitative indicators for computing re-
turn on investment. Therefore, such assessment reduces the objectivity of the performed
assessment. Mackevicius (2005), in his monograph, accepts an indicator for return on
investment, which helps in comparing potential profit and investments into business
development. Hence, it can be assented to using a classical formula calculating return
on investment comprising of proportion average profit per year and investment into
business development.

The managers of the companies always seek for profit. Consequently, it is important to
assess business risk, know its range and do not keep on the edge. In conclusions of his
monograph, Mackevicius (2005) states there is no activity that is not related to particular
risk, but in some circumstances, risky decisions can become much more useful than the
cases without any risk.

Ahmed et al. (2007), Sanchez et al. (2009) and other researchers support the opinion of
evaluating investment projects. They determine the risk of the project as the probability
of the project results deviating from the expected results. Sow-Lin Chan at al. (1992)
and other researchers recommend using a decision tree method and simulated model for
comparing two or more investment projects. These methods are useful for determining
the best investment solution to the company. Verbano, Nosella (2010) described many
methods that allow making a decision whether investment projects should be under-
taken, continued or killed. They prefer quantitative methods and state that using them
depends on an economical situation. Mackevicius (2005) expresses the risk in relation
to alert and protection factors:

where P — degree of alert; 4 — plenty of protection factors.

Thus, it means that increasing the degree of alertness expresses the probability of in-
creasing the risk. Mackevicius (2005), Walters (2004) suggest calculating risk rate for
quantitative risk assessment:

r=-1t, 4

where L, — possible supreme loosing; K, — own capital.

Mackevicius (2005) discusses a wide spectrum of relationships between business devel-
opment and company’s profit. He argues it is a miserable chance of getting large profit
and low risk and warns that high risk may involve more losses.
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Williams et al. (2003), Verbano and Nosella (2010) and many other researchers suggest
assessing risk to dispose it for the experts. They have to estimate the factors predeter-
mining the risk of business development, positive and negative characteristics of all
business development directions, return on investment of every case, predicting pos-
sible losses and offering tools for reducing the risk. This information helps in making
a decision.

2.6. Assessing the innovation potential of companies

Analyzing the innovation potential has to be prosecuted by taking both business de-
velopment alternatives separately thus assessing the possibilities of implementing new
services and expanding the scope of the current services if both alternatives has been as-
sessed as corresponding to the criteria of development by previous assessments. There-
fore, which development direction has a better potential that can be determined only
after measuring the innovation potential for the company according to the possibilities
of both above mentioned directions for growth. Grieco (2006) states that maintaining
sufficient innovation potential seems to be one of the reasons for successful company’s
development. The innovation potential for the company can be measured by technical-
technological potential and personnel creativity (Grieco 2006). Mackevicius (2005) pre-
sented several indicators for assessing the technical-technological potential for the com-
panies; however, not all of those can be used for determining the technical-technological
potential for the service company. Only the rate of effective methods for processes can
be suitable for the service sector. Thus, M is the rate of effective methods for processes
and is appropriate for determining the technical-technological potential for the service:

M=-=, (%)

where V, — gauge of effectively provided services; V;, — gauge of provided services
at a particular time.

Particularly expedient information about the decision on business development direction
would be a dynamic analysis of effective ways of service rates, including a comparative
analysis of market share and market growth dynamics. Changes in the function rates
can facilitate the diagnosis of the following decisions:

1) Technical-technological potential is unfulfilled, services are provided using inef-
fective methods because of a lack of modern equipment or shortage of skilled
employees; in order to provide services more efficiently, it is economically feasi-
ble to acquire better (more modern) equipment for providing services or to recruit
better (higher qualified) employees;

2) Demand for services decline because of falling into desuetude, i.e. requirements
for changing technology or rejection of providing the current services; it is worth
analyzing the possibilities of implementing a new service;

3) Demand is growing, technical possibilities are sufficient, and therefore it is worth
analyzing the possibilities implementing a new service and extending the scope
of the current services.
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Following the above mentioned assessments, a decision about a direction for the further
development and purposefulness of new service implementation can be made.

2.7. Substantiation degree of the novelty of a new service

Following the decision in favour of developing a new service, a question about the
degree of its novelty arises. Amara et. al. (2004) found it the most important decision
when a company had concluded to develop a new producible item. Beyond doubt, such
proposition also obtains a new service. The before mentioned authors call the degree of
novelty as a radical degree and propose the findings of investigations regarding innova-
tions in traditional manufacturing industries. According to their findings, the following
factors influence the degree of novelty in manufacturing industry:

1) the amount of finance intended for a process of making a new product;

2) creative potential for available employees;

3) a possibility of getting raw materials for making a new product;

4) technical-technological potential for the company;

5) possession of necessary information about a business network.

It is evident that the analysis of the above mentioned factors is necessary for determin-
ing not only the novelty of the producible item but also a new service. Salavou (2004)
described three levels of product (service) novelty: the product (service) can be novel
for customers, for a company and for customers and the company at the same time.
Thus, novelty needs to be assessed according to the possibilities mentioned above.
Amara et. al. (2004), Salavou (2004) suggest the assessment of novelty to be disposed
to the experts of the companies.

Besides, the argumentation of expert decisions needs to complement consistent patterns
established by Grieco (2006) who determined future innovations regarding various de-
grees of novelty:

1) The probability of success for implementing innovation is higher when innovation
is less of novelty comparing with high-novelty innovation;

2) The immediate impact of percentage on profits after implementing innovation is
assumed to be lower in case of less modern innovations as compared to the highly
modern ones;

3) The presumable premium of less modern innovations is lower than that of highly
modern innovations;

4) While highly modern innovation determines a steady rise in the profit trend equal
to the percentage of the previous profit level, less modern innovation produces
an instantaneous rise in the profits of a percentage that is followed by a gradual
decline, but only as far as the level that is higher than the initial level.

It should be noted to Jiang, Wang (2006) who admonish that companies have to assess
their possibilities of providing a new service of high quality only, because good quality
is the guarantee of success, and these possibilities can help in making a decision what
level of the novelty of a new service is the best. Hence, service companies have to asses
every mentioned factor before making a decision about service novelty, because this
decision is responsible and important for future results.
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3. Conclusions

A competitive advantage in market economy can be achieved by finding ways to realize
company’s opportunities to better satisfy customer needs. Researches make contradic-
tion points for the purposefulness of developing a new product (service). This article
proves it is not only useful but also very important for service companies to substanti-
ate the purposefulness of developing a product prior to implementing new services in
order to reduce the failure probability of novelty. In search of prospective solutions,
both business development directions (implementation of new and increasing the scope
of the existing services) have to be analysed in order to determine their purposefulness.

The article presents the model made of seven components and appropriate for the
substantiation of the purposefulness of new service development. The model allows
a complex assessment of a wide spectrum of actions determining the purposefulness
of different business development alternatives in order to compare them and making
the most objective solutions defining a proper time for starting the implementation of
a new service.

Each component of the model has to be purposefully assessed considering the applica-
tion of different quantitative methods that allow reducing the aspect of coincidence and
have a rather objective assessment of each business development alternative.

The model of purposefulness presented in this article combines the results of our ex-
ploratory research on new service development and can be used for establishing a sys-
tematic framework for better new service management. Using the proposed methodol-
ogy will help service companies in developing new services more effectively because
of the growing possibility of reducing the probability of failure and decreasing time for
implementing a new service. The construction of the model allows cutting down assess-
ment expenditure and time necessary for implementing a new service.
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