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ABSTRACT

Project evaluation is concerned with indicators setting and performance tracking along the
life of a project. It plays an essential role to the success of any project and therefore
demands special attention. At the heart of this process lies a system of criteria one has to
take into account when performing the evaluation. Our thesis considers this problem in a
particular context, namely New Service Development (NSD) projects. The topic is of our
interest because innovation (hence NSD) has become an inherent aspect of service industry
while the research dedicated to NSD project evaluation is rather limited. Our thesis aims at
understanding the purposes, the process of evaluating NSD projects and pointing out
specific criteria included during the evaluation of NSD projects. As a result, the research
question pursuing is: ‘What are key Evaluation Criteria for New Service Development
projects?’

From the literature review on project evaluation and new service development, our study
reveals a list of eight important criteria of evaluation. This consists of three financial
criteria: (1) profitability, (2) production cost, (3) return on investment; and five non-
financial criteria: (4) strategic fit, (5) marketing criteria, (6) corporate social
responsibilities, (7) information quality, and (8) facilitating factors.

From empirical perspective, qualitative approach is applied to collect data through three
case studies and a series of semi-structured interviews with seventeen respondents in
Albania, Italy, Sweden and Vietnam, from companies offering various types of service.
The case studies build comprehensive understanding on the process of new service
development, of project evaluation for NSD whereas interviews check the transferability of
the three cases and identify evaluation criteria employed in practice. The empirical results
were analyzed in comparison with the arguments found from literature.

Regarding the research question, the study found that the set of evaluation criteria collected
from empirical study fits with the list of eight criteria proposed by literature. Among this
set, two main criteria ‘strategic fit’ (4) and ‘customer satisfaction’ which is apart of
‘marketing criteria’ (5) are recommended as ‘must’ for the evaluation process on any type
of NSD project.

Findings of this research contribute to the existing knowledge provided by both academic
and practitioners regarding both project management field and new service development
area, by suggesting a set of key criteria that should be used as guidance in order to succeed
with evaluation of NSD projects.

Key words: project evaluation, project control, monitoring, criteria of evaluation, service
innovation, service projects, new service development.
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1 INTRODUCTION

1.1. Research background

The project evaluation process has been emphasized by both researchers and practitioners
as crucial for the success of projects. Gramham (2006) argues that it is impossible to set
meaningful targets for profitable project outcomes, without appropriate measurement and
evaluation systems in place. Reliable evaluation techniques and criteria are becoming more
and more important to stakeholders who are interested either in a specific project or overall
activity of the company (Akalu, 2003: 355; Oral et al, 1991).

In addition, the projects success is not only determined on the basis of the three traditional
perspectives which are time, cost and quality, but it should also consider the long term
benefits, the continuous improvement and the sustainability of the projects’ outcomes. It
happens that many projects fail to appeal to intended customers or fail to add value to the
organisations’ business. Others have been considered as not efficient enough because they
are not well evaluated before, during and after the project implementation (Nelson 2006,
Ortengren, 2004). The project evaluation process is therefore, carefully undertaken during
the project life cycle by organisations in order to ensure that the project is profitable, that it
is on the right track with expected parameters, and that the goals of organisations would be
achieved once the project is completed.

Despite the huge effort on establishing suitable framework for projects evaluation, most of
the work gives few hints on the evaluation criteria for service development projects (Johne
and Storey, 1998). Therefore, a higher contribution from researchers is needed on the
service industry. This is especially critical due to the increasing contribution of services to
the global economy. As reported by Gronroos (2000) the service sector has for a long time
counted for over 50% of gross national product or total employment in developed
countries. According to the US industry statistics, ‘the non-good production industry
accounts for approximately 70% of the total economic activity in United State’. Besides, at
the meeting of the OECD Council at Ministerial level, the OECD (2005) reports that
service industry gives an important contribution to the growth, productivity and innovation
of OECD countries. Other developing countries are also moving towards the service
industry instead of the manufacturing one, because of the demand from other countries as
well as from their own citizen. The importance of service sector is further emphasized by
researchers (such as Gronroos, 1998; Webster 1994) pointing out that it is the service
elements that make the difference on the marketplace and not because of the product
components in the manufacturing’s offering (Gronroos, 1998: 21).



Within the service sector, demanding customers and growing competition compels
organisations to innovate and keep distinguishing themselves from others by providing
clients with more value-added services. The development of new service is therefore
becoming more and more significant to companies. However, the success of NSD projects
is challenged by specific traits of service product (intangibility, heterogeneity and non-
storability), as well as by the novel ideas and the high risk of failure. This makes the
evaluation process of NSD projects much more complex and requires special attention. In
an extensive review of literature on NSD project, Johne and Storey (1998:221) suggest that
‘further research is required into procedure for choosing between NSD projects and for
evaluating individual NSD project throughout their development period’. Surprisingly,
academic research in this area, until recently, is still rather limited.

The above discussion on project evaluation and NSD projects, together with the
recommendation of Johne and Storey (1998), trigger an interest to investigate the key
evaluation criteria that service companies should take into consideration in order to
enhance the success of their innovation projects.

Hence, the Research question is defined as below:
What are key evaluation criteria for new service development projects?
1.2. Research purposes

To reach the answer for the research question, we aim at the following three objectives:

(1) Provide understanding on the purposes of the evaluation activity given its strong
relationship to the success of the projects. Besides, we would like to clarify the
concept and procedure of new service development (NSD).

(2) Provide comprehensive understanding on the process of evaluating NSD projects
by looking at the whole project life cycle and from different perspectives.

(3) Identify the set of evaluation criteria that service companies consider during the
process of evaluation for their NSD projects.

To summarize, this research tries to give a valuable insight to the new service development
process, the process to evaluate NSD projects and to provide practitioners with more
comprehensive and practical guidance when doing evaluation for their NSD projects. This
study is conducted with a hope to facilitate the evaluation process in launching new service
and to add a small part to the current body of knowledge of project management from the
view of a service company.



1.3. Organization of the thesis

With the purpose of providing readers a clear and logical approach to the research topic,
the thesis is divided into six chapters as below:

Chapter 1: Introduction: This chapter sets the general research interest and background of
the study. The research question and research objectives are provided following by the
overall structure of the thesis.

Chapter 2: Literature review: The theoretical background on project evaluation and NSD
are reviewed and summarized in this chapter utilizing both academic and practical journals
as well as books, online sources. The key findings and justification for our focus are
presented in the last part.

Chapter 3: Research Methodology: The research philosophy, approach and strategy
applied by the thesis are identified. This chapter further explains the reason why a certain
data collection method is chosen and describes how the data are collected.

Chapter 4: Data analysis: This chapter provides the empirical data collected through semi-
structured interviews and case studies.

Chapter 5: Findings and Discussion: This chapter discusses the empirical findings in
connection to existing theory to address the three main purposes of the thesis that have
been clarified in chapter 1. Besides, we made further inferences and comments on each
section to develop the theory.

Chapter 6: Conclusion: The key findings related to main purposes are summarised ending
with the answer to the research question. Also, limitation and suggestions for further
research are presented in this chapter.



2 LITERATURE REVIEW

This chapter discusses two major parts of the research question from theoretical point of
view. The first section provides specific and concrete review on the project evaluation
field. The other one gives insights to the concept, process of new service development
(NSD) projects and summaries important factors that influence NSD projects. At the end, a
summary of key findings from both parts is presented with a justification of choosing the
research topic.

2.1. Project evaluation

This section is divided into three parts. The first part gives an overview of the project
evaluation process, critical activities included in the process as well as a discussion on the
purposes of project evaluation from various points of view. The second part classifies
project evaluation into three categories based on different stages of the project life cycle,
and summaries typical features of three types of project evaluation. The last part brings
together common project evaluation criteria from the previous two sections.

Project and program evaluation are used as synonyms in this paper. Both terms refer to the
evaluation process of project having starting and ending points.

2.1.1 Project evaluation overview

a. The project evaluation process

According to Steven et al. (1993), project evaluation is a combination of a number of
activities ranging from setting indicators, developing model, defining measurable
outcomes, identifying key stakeholders and their interests, selecting methodology for
evaluation, collecting information, analyzing data and disseminating evaluation results for
further learning. Two main chapters of his book are spent only for the description of how
to collect data and how to analyze those data to support the evaluation process. The
evaluation process therefore concerns very much on data gathering and information
analysis. To support this view, McNamara (1994) stresses on the importance of sources of
information, the reliability and validity of feedbacks that contribute to decision making in
program evaluation. He says that the lack of good communication channel may lead to
wrong evaluation results which dramatically affect the decision making procedure. On the
other hand, Oral et al. (1991) consider setting criteria among the most important activities
in the evaluation process, especially in projects that involve multiple stakeholders. They
argue that it is necessary to ensure the ‘criteria used to evaluate projects are chosen with a
maximum consensus among stakeholders subject to budgetary and other constraints’ (Oral
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et al., 1991:872). Besides, they proposed a model that combines self evaluation and cross
evaluation among the set of projects to enhance the possibility of the projects’ success.

In the meantime, some authors develop suitable models or structures of evaluation for
some specific types of project and generalize to other projects. For instance, Messner and
Sanvido (2001) further contribute to previous studies by establishing ‘the organization
based information architecture’ (OBIA) which provides a structure for the consistent
identification of information needed to support the evaluation decision’ (p. 393). They put
the project into the organizations’ context and consider five major information categories
(organization, commitment, process, environment, and product) in order to have adequate
information to decide whether to pursue or not a particular project opportunity. Although
the study was focus on construction projects, they suggest this model to be applied to many
other types of projects and in different contexts. Regarding the non- traditional projects,
Fox and Baker (1985) recommend the use of simulation or experiment to evaluate
innovation projects under the dynamic environment. They investigate the effect of different
aspects of ‘ market conditions’ on project and based on that, suggest several criteria that
companies should look at during the project evaluation process such as project cost, project
impact, probability of project success, number of project generated and completion time,
etc. Furthermore, Liang (2003) proposes a simple solution for evaluating Research and
Development (R&D) projects illustrating through a case study in Taiwan. During the
discussion, he emphasizes the critical role of management support taking into
consideration the novelty of the project. The model also recommends project evaluators
and decision makers to compare among projects four elements which are business
advocacy, perceived investment size, expected contribution and innovativeness to decide
whether to terminate or continue the project. However, Liang raised a typical problem in
R&D projects as ‘too much technical focus and lack of essential information which should
be collected and integrated before initiating the project’ (Liang, 2003:454).

Another practical evaluation process focuses on how to establish indicators looking at both
internal and external context of projects (Ortengren, 2004). The aim of this framework is to
ensure the three main goals which are: Relevant, Feasibility and Sustainability. The
sustainability of the project success was also of concerned by including risk analysis and
assumption analysis during the evaluation process. Another advantage of this approach is
that it uses the matrix structure to check the cause- effect relationship between goals,
outcomes, immediate results, impacts and activities, indicators, means of verification,
assumptions. However, there are some criticisms on this approach. Jackson (2000) says
that the model is rigid and thus, stifles innovation and flexible management.

The table below provides a brief comparison between academic and practical perspective
on how project evaluation carried out.



Table 2-1 Comparison between academic and practical literature on the project evaluation process

Academic literature Practical literature
- Develop evaluation criteria in various - Problem and situation analysis
§ aspects such as organization’s goals and - Stakeholder analysis
§ strategies, the interest of stakeholders, - Objective analysis
2‘ resources available - Alternatives analysis
'.§ - Select proper evaluation methodology - Establish indicators/ measurement of objectives
% - Collect data and information - Risk analysis/ Risk management
2| - Analyze data base on the evaluation - Analyze project assumptions
é’ indicators - Results verification
- Provide lessons for further improvement
(Adapted from Steven et al., 1993) (Adapted from Ortengren, 2004)

While the processes illustrated in Table 2.1 presents evaluation activities in a linear order,
Bellamy et al. (2001) suggests an integrated evaluation process that takes into account the
correlation among different activities to ensure the success of projects, and continuously
generated knowledge for the next projects. Figure 2.1 provides clearer understanding on
how project evaluation activities are integrated.

[ Characterise issue ]
v
gresesemeemee s senaes » Assess intent/objective of project initiative

v

Assess instrumental assumptions/hypotheses
underpinning preject
Y

S Assess intent/objective of evaluation

4
Assess potentially influential aspects of

context

v
‘—bl Identify evaluative criteria J
: : v
{ Select indicators ‘

) 4

A { Select suite of methods for evaluation ]

v
| Apply methods/analyse results |

A\ 4
I Assess/identify contextual influences l

) J

I Synthesis and assess results J

S

| FRS—— >| Inform initiative ] |Generate knowledge for further learnj_ngJ

Figure 2-1 Systemic steps in project evaluation process (adapted from Bellamy et al., 2001)




To conclude, even though, there are some differences in the way of undertaking evaluation,
literature on project evaluation emphasize the importance of stakeholder involvement, of
information quality and of criteria establishment in the entire process. Moreover, the
project evaluation is mentioned by both researchers and practitioners as an iterative process
and go along all phases of the project life cycle.

b. The purposes of Project Evaluation process

It is found from literature that the evaluation process plays an important role in the success
of projects. One of the major purposes of evaluation is to determine the worth or merit of
projects, process or products under both internal and external constraints. Regarding to Ye
and Tiong (2000), financial appraisal techniques in evaluating projects offers quantitative
information to justify investment, particularly in high level of finance and political risk
projects such as infrastructure. Whereas Chapman et al., (2005) argued that evaluation, as a
risk management tool, allows project managers to reduce uncertainties when making
decisions, especially before the project started. Moreover, they recognize that there is an
iterative relationship between evaluation process and decision making and the subjective
opinions of evaluators on the assumptions of project might lead to irrational decision.
Hence, by combining both monetary and non monetary aspects, project managers aim at
choosing the most appropriate projects and making determined decisions on the projects
while doing evaluation.

Besides, Frechtling (2002) mentions two reasons for conducting evaluation which are (1)
‘it provides information to help improve the project, information on whether the goal are
being met and on how different aspects of a project are working are essential to the
continuous improvement process; (2) provides new insights or new information that was
not anticipated’ (p.11). He also stresses the role of evaluation process in facilitating
information flows among stakeholders of organization. It enhances the feedback and feed
forward mechanism through reports, questions that are delivered along the evaluation
period. Agreed upon this point, Caulley (1993) suggests that evaluation could provide
objective information, supply credible answers, and identify the reasons for success or
failure. The insight of the project progress achieved through evaluation process allows
management to take proper actions during the implementation of projects. Banwell et al.
(2003: 79) further illustrates the role of project evaluation as a toolkit that ‘helps managers
to guide and benchmark the development of organizations’ in the relation to the adoption
of the project. In general, evaluation gives initial basis for monitor and control procedure
of organizations.

However, Brown and Remenyi (2002) comment that there is a growing consensus among
academics that various ranges of issues should be addressed during evaluation. The
traditional view of financially driven measurement-oriented evaluation should be replaced
by a form of evaluation which is concerned with ongoing learning rather than simply
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measuring. In addition, the International Development Research Centre (IDRC) argues that
evaluations shift away from a tool for ‘control’ to a tool that can empower organizations
and contribute to organizational learning. Evaluation is also considered as knowledge
construction and capacity building by some authors (Vakola, 2000; Segone, 1998). The
APM body of knowledge (2006) discusses that project evaluation review take place to
check the likely or actual achievement of projects plan and to ensure the benefits of
organization. Agreed with previous academic literature, it is also emphases that evaluation
should be undertaken throughout the project life cycle. The following objectives of project
evaluation review were identified (APM body of knowledge, 2006: 90):

= Evaluate project management = Validate the overall project against
processes used plan: schedule, budge, resource,
= Establish lessons learned and actions quality
arising from them = Consider stakeholder relationship
= Raise any concern and agree on and perception
corrective actions = Review the likely technical success
= Recognize individual and team of the projects
performance

To support this opinion, Farbey et al. (1992) summarizes that 1) evaluation could be used
as part of justification for a project, either an existing or a new project; 2) evaluation
enables organizations to compare between a numbers of projects under constraint of
resource available resulting in judicious decisions; 3) it provides a set of measures
supporting the monitor and control system and 4) it determine the success or failure of
projects base on initial benchmarks and provide lessons learned for the future (p.110). An
empirical study on sixteen investments on IT project in various industries prop up the
findings.

Despite of touching different aspects of project evaluation, all the literatures concurred at
the embedness of project evaluation on the decision making process along the project life
cycle. It aims at problem solving and decision making (Sherwood-Smith, 1994 in Vakola,
2000; Wholey et al., 1994; Scriven, 1980). Evaluation gives criteria for the selection of
project, assess current project status for the decision whether to continue with the project
and finally, provides suggestion on taking further investment or not.

2.1.2 Classification of project evaluation

From the above discussion, it seems that the project life cycle influences pretty much the
evaluation process, it is reasonable to classify project evaluation base on the life cycle.
Steven et al. (1993) categories project evaluation into three phases which are planning
phase, formative phase and summative phase. Later, McNamara (1997) expresses this
consideration in another ways with three major types of project evaluation: goal-based,



process-based and outcome- based evaluation. The following categories are named as
suggested by Steven et al. (1993).

a. Planning project evaluation

Planning project evaluation is taken at the very beginning of the project and prior to the
project implementation. It gives justification to choose projects among many others. Many
authors consider this process similar to the investment decision making as project actually
is an investment.

On one hand, the literature of project evaluation has placed a significant effort on
providing various financial techniques that support the process. Some traditional methods
used in project appraisal such as net present value (NPV), internal rate of return (IRR), Pay
back period, discounted cash flow (DCF) were analyzed by many authors (Ballantine and
Stray, 1998; Small, 1998; Miiller, 2003). Small (1998) showed the role of these financial
methods in evaluating projects, in particularly the carefully considered during the
evaluation process. Small (1998) shows the role of these financial methods in evaluating
projects, in particularly the cost and benefit analysis. The trade off between accrued cost
and future benefits related to all stakeholders should be carefully considered during the
evaluation process. Miiller (2003) makes it clearer by explaining how those investment
appraisal techniques supports accept or reject decision in relation to project through some
simple examples. He also proposes some key investment factors that project managers
should identify to ensure the financial gain of the projects. However, Akalu (2001)
criticizes these methods on some of the problems below:

= The dis-conformity in the measurement techniques before and after the projects.

= The dynamic characteristic of project is ignored as changes during project
implementation are not accommodated.

= Might forego some good projects as do not consider the intangible long term
benefits of projects

= Do not consider the strategic importance of projects

Akalu (2001) therefore proposes another method that takes into consideration the net
stakeholders value by excluding the market value of debt used to finance the project from
the amount contributed to stakeholders by the project. Yeo (2003) also recommends real
option, another financial method as approach to investment evaluation, especially for R&D
projects where value of management flexibility is crucial. However, ‘good analysis ties the
details of strategy to financial implications’ (Barwise et al., 1989:85).

On the other hand, Lopes and Flavell (1998:223) argue that the intense employment of
financial and quantitative side of projects defined it ‘as myopic and misplaced’. The risk of
failure would increase if other dimensions like the organizational and managerial aspects,
political aspects, social acceptability, environmental problems, etc., depending on the
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nature of the project are ignored. To contribute to this, Gardiner (2005:86) states that not
only financial and economic aspects but also other factors such as environmental impacts,
employment effects, etc should be taken into account to ‘assist organization to decide
whether a project concept is worth turning into reality’. He also stresses that the decision at
this early stage before major resources have been consumed is critical asking for careful
evaluation and feasibility study is a good tool for evaluating proposals. Besides, Aldel-
Kader and Dugdale (1998) approach the evaluation process in a more pragmatic way.
Referring back to theory on financial methods, combining with some non financial aspects
and investigating into some large British companies, he emphasized the importance of
intangible measurement criteria such as flexibility, delivery performance, quality
improvement, reliability. Some strategic concerns during the evaluation process were
identified by Alder (2000). The competitive advantage, value chain, cost driver, strategic
fit, relationship with stakeholders, uncertainty are critical to the success of projects that
need to be addressed during the evaluation process. In additional, Stokdale et al., (2006)
suggest that the consideration of the integration between the content, context and process
and the inter-relatedness aspect allows management to be more flexible in making
decision. Greene (1988) mentions the participation of stakeholders as another criterion that
should be considered in the evaluation project.

Doloi and Faafari (2002) suggest that, in order to improve the successful of project,
simulation method is useful in testing how the projects works and what are the possible
problems if the project is launched. Furthermore, Mohamed and McCowan (1999)
emphasize the need for a systematic evaluation of investment option, especially under the
uncertain economy.

b. Formative project evaluation

The second phase of project evaluation also called as formative evaluation, regards the
progress and implementation evaluation. The purpose of evaluating projects in such a
phase is to enable the company to decide whether it is worth going ahead or is it better to
kill the project. There are different methods used to evaluate this phase of the project. Most
of the academic and practitioner literatures suggest the use of financial analyses such as
cost-benefit analysis, ROI techniques as they provide important information to evaluate the
ongoing progress of a project and take the right decision. Also APM Body of Knowledge
(2006) suggests the use of investment appraisal techniques to provide a like-for-like
comparison of options. According to it, the evaluation of the ongoing phase of the project
is considered as addition to ongoing monitoring and control process. As discussed by
International Development Research Centre (IDRC), this supports senior managers in
decision making. Valeri and Rozenfeld (2004) also agree with this opinion. They consider
evaluation process during product development as important to define the quality gate
framework. It could be said that ongoing evaluation is a key issue calling the attention of
all actors involved in the project.
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According to Greene (1988) ongoing phase evaluation is important also to project
stakeholders. Crawford and Bryce (2003) share the same opinion arguing that this type of
evaluation, which externally focused, is stakeholder-driven and emphasises effectiveness
of the project. While monitoring is considered as internally focussed, management-driven
and emphasises on the efficiency of the project.

However, Grabe (1983:13) emphasises that the principal objective of evaluation in
ongoing phase is to ensure that implementation is on the ‘right track’. He argues that
evaluation is seen as an opportunity for a direct contact with the project staff, dynamic
situation in which activities are carried out as well as the possibility for curing
malfunctions in project programming and implementation. Therefore ongoing and ad hoc
evaluation of programs and project in the course of implementation are called as
‘evaluation in vivo’.

Coutant and Cada (1985) and Steven et al. (1993) define evaluation of the ongoing phase
of a project as the process evaluation, carried on during a project to monitor activities, to
ensure that they will achieve objectives and to alter the direction, redefine new objectives,
modify approaches, etc., if necessary. According to them monitoring of ongoing work
generally takes three forms such as contacts between the agency project officer and the
principal investigator, periodic progress or topical reports, and formal outside reviews.

As argued by Farbey et al. (1992:110) ‘checks must be done to ensure that internal and
external changes have not affected the feasibility of the project. At the same time progress
on the project has to be assessed to ensure that the project is keeping within its budget’.
They discuss that ROI techniques can be the natural choice. But there are projects such as
service development which does not provide tangible benefits. Therefore, ROI is unable to
capture many of the qualitative benefits which services such as IT bring (Farbey et al.,
1992:109). As claimed by researcher (such as Parsons, 1983; Farbey et al., 1992; Hares
and Royle, 1994; Remenyi, 1995; MIS, 1998 in Suwardy et al., 2003) there is an
agreement in the literature that evaluations based on financial indicators are not appropriate
to consider IT proposals and IT investment performance. As stated by Clemons (1991) it is
necessary to take into consideration evaluation methods even though they can provide only
information on the importance of alternative projects. But Danks (1997) criticises that it is
vital for IT projects to take clear decisions through clear evaluation methodologies.

Despite the method used during the evaluation of the ongoing phase of a project,
information provided is very important to the company and project stakeholders. As
mentioned by Grabe (1983:14) ‘evaluation becomes a tool and base-data supplier for a
rolling planning where goals and objectives are gradually advanced’. In addition, Brown
and Remenyi (2002) argue that ongoing evaluation produces information during the
systems development process in order to help improve the product under development (.
According to PMBOK the evaluation of the ongoing phase, considered also as monitoring
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and control, provides feedback in order to undertake actions that can correct or prevent
deviations from project management plan.

c. Summative project evaluation

The third phase of project evaluation is done after project completion. Even though it is
important to evaluate projects after their completion, not much literature can be found.
Therefore, the study on this phase is limited to few researchers.

Summative phase is called as ‘ex-post’ evaluation by Grabe (1983:14) who argues that the
main objective of such evaluation is ‘to determine a starting point for further activities in
the same field, to explore the relative cost, effectiveness and impact of alternative
approached, to identify common mistakes in comparable projects and to quantify such
effects and impact patterns’. It could be said that this evaluation can be considered as
learning tool for the company such as improvement in productivity or career patterns in
employment, ‘snowballing’ effects, etc. This idea is supported also by APM and PMI
bodies of knowledge. Referencing to Vakola, (2000) and Scriven (1967) it could be said
that the evaluation after project completion makes an overall judgement about the
effectiveness of a given project/programme.

Uhl (2000) categorizes summative evaluation into two phases such as ‘testing phase’
aimed at confirming effectiveness of final version and ‘routine phase’ aimed at
emphasizing quality assurance. Despite this sub-categorization, Crawford and Bryce
(2003:363) claim that evaluation after the project/program is valuable ‘to mitigate poor
project performance, demonstrate accountability and promote organizational learning for
the benefit of future projects’. It ensures alignment of the performance measures with the
project strategy. While Greene (1988) sees evaluation as program improvement.

According to Coutant and Cada (1985: XII) evaluation in this phase is carried out to assess
and interpret results at after the project is completed. They think that there are two
important objectives in the last phase of project evaluation: ‘determining whether the
contractor adequately carried out the goals and objectives of the work, as conceived in the
proposal and contracted for in the work statement; determining whether the type of work
done actually led to benefits to the resource commensurate with expectations and costs’.
The purpose is to determine if the participants' needs were met, if the problem was solved,
if the project was efficient, if recipients of results were satisfied, what directions new
programs might take, etc. Chiesa and Masella (1996) also consider evaluation as important
to measure the value of a project at the end.

In contradiction to the opinion discussed above, Kumar (1990) suggests that in practice the
primary reason for summative evaluations seems to be project closure and not project
improvement. According to him the reason is that post implementation evaluations are
being performed for the limited, short term reason of formalizing the end of the
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development project and may not provide the more important long term, feedback-
improvement benefits of the evaluation process.

To summarize, we are giving a brief overview of the evaluation process during the project
life cycle as illustrated in the table below.

Table 2-2 Classification of project evaluation based on project life cycle

Type of project
evaluation (PE)

Planning PE (Type 1)

Formative PE ( Type 2)

Summative PE (Type 3)

Project life Conceptual phase Ongoing phase Close out phase
cycle
Methods to — Financial: NPV, IRR, Payback —  Cost-benefit analysis —  Financial techniques (i.e.
evaluate period, DCF, real options — Investment appraisal ROI)
— Non Financial: Simulation, techniques —  Performance appraisal
feasibility study —  Efficiency —  Effectiveness
measurement measurement
—  End user satisfaction
appraisal
Overall —  Provide measures/estimates | — Improve overall — Make an overall
purpose to support investment performance of the judgement about the
decision making process project effectiveness of a given
— Serve as baseline to set — Provide objective programme
indicators for measuring information — Provide
success —  Provide measurements measures/estimates to
—  Mostly used for appraising for control process support decision making
project proposals or selecting process
projects in portfolio — Independent evaluation
management group is needed to avoid
bias
Specific — Narrow range of — Wider range of human, | — Narrow range of
Objective financial/economic impact organizational and financial/economic
economic impact impact
Timing Before During project After
implementation
Gardiner (2005), Mdller (2003), Brown and Remenyi (2002); | Vakola (2000); Scriven
Akalu (2001), Abdel-Kader and Grabe (1983); Caulley (1967); Segone (1998)
Sources

Dugdale (1998), Alder (2000)

(1993); Banwell et al. (
2003)

13




2.1.3 Project evaluation criteria

The study in previous chapters shows that both researchers and practitioners suggest
financial and non-financial methods and techniques to evaluate projects. In order to
succeed it is important to make sure that the project is in alignment with the overall
strategy of the company. Therefore criteria measuring the compatibility and consistency of
a project with company’s strategy and long-range plan (Twiss, 1986; Chiesa and Masella,
1996) are seen as key criteria of project evaluation. According to Grabe (1983:15-16)
there are several important factors which influence project evaluation. First, he claims that
project and programme personnel are often ‘suspicious of the motives of evaluators’.
Therefore it is crucial to establish conditions of trust between project staff and evaluation
personnel. Second, ‘it is necessary to draw clear lines of distinction between monitoring
and evaluation’ on the one hand, and ‘other management control functions such as
auditing, periodical reviews and others’, on the other hand. He further argues that there are
some criteria to be taken into consideration while evaluating the project. ‘First, project
design and implementation must be relevant and remain relevant throughout the period of
implementation. Second, action taken under the project should be effective. Third, it
should have a significant impact, producing lasting change. Finally, it should be efficient
which means that it should produce the desired results, with a minimum of undesirable
side-effects, at lowest possible cost (a high cost/effectiveness ratio)’ (Grabe, 1983:13).

As a result of the study introduced in this paper, key evaluation criteria are condensed as
shown in Table 2.3
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Table 2-3 Project Evaluation Criteria

Sources

Criteria of PE

Ortengren ( 2004)

Factors of success mostly mentioned in evaluation of project/program:

Commitment of all parties involved

Division of work/responsibilities

Clear and realistic objectives/goals

Specific links between project activities and objectives
Capacity of project group

Flexibility to adapt

Level of participation of end users in project evaluation

Andersen et al.,
2002

Project evaluation scheme:

Results of project is potentially of great value to customers

Clear project scope

Alignment with organization’s strategies

Involvement of all stakeholders from the beginning till the end of project life cycle
Quality parameter is clear

Financial and technical control

Internal and external communication

Tukel and Walter
(2001)

Time - critical for NPD (introducing idea as soon as possible)
Cost,

Quality - critical for NSD

Customer focused (more in NSD)

Rework reduction

Technical specific focused

Millis and
Mercken (2004)

Balance score card in ICT projects
Financial perspectives

Customer perspectives

Internal perspectives

Innovation and learning perspectives

Farbey et al.
(1992)

Decision environment (match the culture of the organization. Evaluation may have
to conform to an existing corporate procedure or there may be no established
practice.)

Organization characteristics: industry situation (stable or not) and leadership role
(pioneer or follow)

Cause effect relationship. The degree to predict the impact of new service
determines how to do evaluation

Oral et al. (1991)

Economic contribution
Technological contribution
Social contribution
Probability of success
Resource requirement

Grabe (1983)

Relationship between project staff and evaluation personnel

Draw clear lines of functions and responsibilities (in monitoring and evaluation -
other management control functions such as auditing, periodical reviews and
others)
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2.2. New service development (NSD)

This section is divided into four parts starting from a discussion on the definition of NSD.
The following part reviews some ways of classifying NSD. The third part focuses on
describing NSD process and its key activities. The characteristic and implication together
with a summary of important factors to NSD are presented in the last part.

2.2.1. Definition of NSD

Although, New Service Development (NSD) activities are undertaken often in nowadays
business life, it does not exist yet an explicit definition of NSD in literature. Some authors
still refer to a broader term which is New Product Development (NPD). NPD, according to
Business dictionary is ‘the process involved in getting a new product or service to market’.
Kelly (2000) defines product development as ‘an overall process of strategy, organization,
concept generation, product and marketing plan creation and evaluation and
commercialization of new product or service’. This concept therefore combines both new
product development (in a narrower concept to only manufacturing companies) and new
service development.

At the same time, many articles implicitly mention NPD or NSD as innovation in product
or service, respectively (OECD, 2000; Menor et al., 2002, Van der Aa and Elfring, 2002).
Chapman and Soosay (2003) claim that service innovation can be expressed in terms of
new service launches. They also say that innovation in service sector could be both
technical and non technical innovation while the latter plays a major role. All above
literature agree that NSD offers organization’s clients not only the changes in product’s
characteristics but also the changes in process and customer interfaces that their customers
have never experienced before. However, Menor et al. (2002) view service innovation is
less practical focus than new service development. Thus, the term is still a matter of
controversy.

More than that, there are two kinds of process that would be considered as new service
development which is new product development and new offering development (NOD) in
regard to service industry (Johne and Storey, 1998). Whereas new offering development is
the development of additional service or support provided to customers together with the
core products. This extra process allows organization to gain competitive advantage to its
competitors (Storey and Easingwood, 1994).

Two definitions of NSD have been found by researchers as most appropriate:

= The development of service products which are new to the supplier ( Johne and
Storey, 1998)
= The overall process of developing new service offerings ( Johnson et al., 2000)
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Combining all of the above aspects, the following figure gives an overall view of NSD
concept.

NPD- broad concept
(Both service and manufacturing)

/\

NPD- narrow concept NSD/Innovation in
services

& o

Figure 2-2 Definition of new service development (NSD)

(Non-

Some industries that participated in service sector and doing NSD projects are summarized
by De Brentani (1991) such as banking, insurance, other financial services, computer and
systems, marketing and advertising, management consulting, accounting, communication,
shipping and transportation.

2.2.2. Types of NSD

Several ways of presenting NSD classification are discussed by literatures. Different
authors look at NSD from different perspectives creating a variety of typology to this topic.

Den Hertog (2000) classifies NSD based on various roles and levels of power of different
stakeholders. Five types of NSD ranging from supplier- dominated innovation, innovation
within service, client led innovation, to innovation through service and paradigmatic
innovation are identified on the basic of three groups of actors and their influences on the
projects. The involvement of customers is increasing from the first to the forth type while
the last type requires the cooperation among all players. However, Jong et al. (2003)
comment that the barrier between each type is not clearly identified because interest and
power of each stakeholder are hard to well-understood.

Approaching in a more pragmatic way, Gadrey et al. (1995) look at the differences in the
nature of specific service areas, such as insurance, consulting and electronic information,
in order to categorize service innovation. For example, ‘ad hoc innovation is specific for
consulting activities’ (p. 9) as the new idea often come from clients and vary from time to
time. Thus, consulting firms work more in collaboration with their customers in order to
understand their needs and provide them with valuable solution which align with clients’
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strategies. The service innovation could be grouped into five types: product, process,
organisational, market innovation and conquest of a new source of raw materials.
However, different business areas classify NSD in various ways.

From the broader view, Heany (1983) identifies four types of new product development in
service industry (NSD): Product line extensions, product improvement, new products for
the current market served, new products for an established market in which the business
offering the innovation is not now recognized as a vendor. The functional impacts of each
type was illustrated carefully while connecting with some managerial implications such as
level of risk, the crucial role of expertise and experience staffs, or problem related to start
up firms in developing new products. Lovelock (1984) further develops on previous study
and come up with a category of six NSD types which ranging from smallest innovativeness
to major innovations (table 2.4).

Kelly (2000) defines three kinds of NSD on the same basic with Booz et al. (1982) cited in
Johne and Storey (1998). While Booze et al. divide NSD into six groups (new to the world
products, new product lines, additions to existing product lines, improvements and
revisions to existing products, repositioning, cost reductions), she combines some types
which have similar characteristics such as the core products that are new to the world or
new to the company, or all activities or processes that improve or add value to current
service are considered under one category. On the other hand, Johne and Storey (1998)
broaden the development concept from the overall business development to specific
process, offer and market development. The augmentation development which is part of
offer development was stated as importance and affect organizations’ profit most. This
show the needs from customers for supportive service to core product is increasing.

By researching on some financial service clusters in Greece, Avlonitis (2001) presents six
types of NSD depending on the degree of innovativeness that characterize each type. The
range starts from the most extreme innovation of the new to market services to the least
one of the Service re-positioning. He says that this way of categorizing NSD °‘lead to better
developed new service and superior performance (p.335). According to Avlonitis, this is
also the most popular way of classifying NSD. The table below summarizes the three most
popular typologies of NSD.
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Table 2-4 Typology of NSD

Typology of NSD in term of
Stakeholder’s power Nature of different sectors Extent of innovativeness
1) Supplier- dominated 1) Insurance sector 1) Major innovations
innovation 2) Consulting sector 2) Start up businesses
.g 2) Innovation within service 3) Electronic information 3) New products for the
go 3) Client led innovation service current served market
5 4) Innovation through 4) Etc. 4) Product line extensions
service 5) Product improvements
5) Paradigmatic innovation 6) Style changes
Sources Den Hertog (2000) Gadrey et al. (1995) Lovelock (1984)

2.2.3. NSD process and activities

a. Process

According to Bowers (1985) claimed in Menor and Roth (2007: 828), an ‘NSD process
comprises those activities, tasks, and information flows required by service firms to
conceptualize, develop, evaluate, and prepare for market new intangible performances of
value to customers’. In addition, Cooper et. al (1994) in Menor and Roth (2007) argues
that new services are transformed from just an idea into launching stage through a process
composed by different steps and evaluations such as project screening, market research,
development, and test marketing. Researchers and practitioners base their arguments about
NSD on product development. There is a lot of literature discussing on New Product
Development (NPD). Many authors (for example Alam and Perry, 2002; Booz et. al, 1982)
have developed theories and models of NDP process. They propose an eight linear stage
model for tangible NPD. But it is not much literature regarding NSD process. Bowers
(1987, 1989) in Alam and Perry (2002) developed a similar eight stage model for NSD
process. Another model of 15 stages was developed by Scheuing and Johnson (1989).
Even though this model is more comprehensive than the previous one, it does not address
important issues such as cross-functional teams, parallel processing of development stages
and cycle time reduction which have been highlighted in NPD models. Therefore it is said
that there is no model of NSD that can match the model of NPD. Alam and Perry (2002)
identify two models of 10 stages each as shown in the Figure 2.3. One model is linear
while the other contains some concurrent stages.
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Figure 2-3 Two models of NSD (Alam and Perry, 2002)

It is not clear which of this models fits best to NSD. Researchers debate among them as
they have different opinions related to NSD models. Alam and Perry (2002) comment that
some researchers (such as Scanbrough and Lannon, 1989) do not support the linear model,
while others (such as Cooper and Edgett, 1996; de Brentani, 1989; Edvardsson and Olsson,
1996; Lievens et al., 1999) consider this model as one of the success factors for new
services. The NSD process cycle represents a progression of planning, analysis and
execution activities. The cyclic nature is meant to suggest the highly iterative and non-
linear processes typically employed in most NSD efforts. Indeed, services tended to use
less formal NSD processes than those found in NPD (Johnson et al., 2000; Griffin 1997).

The research undertaken by Alam and Perry (2002) points out the importance of customer
needs. They suggest the adoption of a ‘customer-oriented model’ with the focus on
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developing services that match customer needs. Another opinion is given by Shneider and
Bowen (1984) related to the role of the front-line employees. According to them
employees are in a prime position to identify customer needs in terms of service product,
process and timing. Also contact staff can help stop process efficiency from overwhelming
customer needs. Therefore they stress the importance to treat employees as highly valued
customers. Jong and Vermeulen (2003) share the same view and they comment that front-
line employees have an excellent view on unsatisfied customers needs and they are the first
to recognize opportunities for innovation. Therefore their opinion should be taken into
consideration while defining NSD process.

However, Shostack (1984b) identifies four fundamental characteristics, such as objectivity,
precision, fact-driven and methodologically based, in order to provide an effective
development process for NSD. He also developed a ten-stage development process
concluded by a post-introduction audit. According to him problems arise when stages are
skipped or glossed over. Therefore, he stresses the importance of concluding all stages
even in a good service design.

Riel and Lievens (2003) mention that academic literature (such as Froehle et al., 2000;
Storey and Easingwood, 1993; Tax and Stuart, 1997) consider the design of NSD process
as internal success factor to provide innovation in a company, while others (Cooper and
Kleinschmidt, 2000; Dutta et al., 1999; Storey and Easingwood, 1993, 1996, 1998) see
NSD process, in terms of marketing, sales and distribution functions, as external factors
related to innovation. In fact there should be no fear of failure. As mentioned by Dover,
(1987) and Johne & Storey (1998), many service companies adopt a project team approach
and employ product champions. These have been found to be important in pushing the
project through the development process. Johne & Storey (1998: 199) propose an NSD
process (as shown in Figure 2.4) which emerge six key themes which are: the corporate
environment, the process itself, the people involved, analysis of opportunities,
development and implementation.

Corporate Environment

Process > People
! ' }
Analysis Development Implementation

Figure 2-4 NSD process by Johne and Storey (1998)
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Newly implemented ideas are quickly imitated hence NSD is very important to companies.
Consequently the process of service development is described as following the traditional
stages of concept development, prototype development, prototype testing and launch (Voss
et al., 1992 in Menor et al., 2002).

b. Key Activities

Service industry is very competitive. Therefore companies try to be innovative and keep
always updated with customer needs which are continuously changing fast, in order to be
able to launch new ideas before their competitors. According to Storey and Kelly (2001),
there is a growing body of knowledge on the new service development activities of service
firms. Evaluating NSD activities in a service company enables the identification of actions
necessary to improve the process. It is claimed that the service development process is a
chain of activities which must occur for the service to function. It has been stressed that it
is important to adequately reward development activities (Atuahene-Gima, 1996a;
Scheuing and Johnson, 1989).

Johne and Storey (1998: 209) consider NSD activities as supporting activities of two main
tasks such as project task and program task. ‘The project task is concerned with getting a
single new service product development right. The programme task is concerned with
getting a series of service product developments right, usually over a longer time span’.
They claim that one particular area that is stressed as being especially important is the link
between the image of the new service and the image of the service organisation as a whole
(Langeard and Eiglier, 1983; Thomas, 1978 in Easingwood, 1986).

Edvardsson and Olsson (1996) argued in Johne and Storey (1998) that service
development can be broken down into three activities:

= service concept development
= service system development
= service process development

According to Jong and Vermeulen (2003), managing key activities enhances effective
implementation of NSD. They organise key activities in two main groups as shown below:

Table 2-5 Managing Key Activities (adopted from Jong and Vermeulen, 2003)

People Structure
— Involvement of frontline-employees —  Funnel tools
— Presence of product champions —  Multifunctional teams
— Management support —  Availability of resources
—  Pre-launch testing
—  Market research and launch
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The first group refers to people as they are widely considered in literature (i.e. Shneider
and Bowen, 1984; van de Ven, 1986 in Jong and Vermeulen, 2003) as the heart of
innovation. The second one refers to structure such as formal systems of work relationship
among employees, providing rules and procedures to guide development process (Bower,
1989; Scheuing and Johnson, 1989; Avlonitis et al., 2001; Meyer and De Tore, 2001 in
Jong and Vermeulen, 2003).

2.2.4. The characteristics and implications

The specific features of NSD in regarding to those of NPD were discussed by many
authors.

Firstly, there was a consensus among literature on the intangibility trait of NSD. Thomas,
(1978) stated in De Brentani (1991) that there is a risk on behalf of customers in buying
such intangible new service which they could not fully examine the quality prior to
purchase. On the one hand, intangibility allows new service or augmentations to be easily
and quickly developed (Shostack, 1984a). This factor helps organization to be more
flexible and response fast to customer’s needs adding value to their customers which turns
out to bring revenue to the companies. On the other hand, some problems such as the
quality of service design, the effectiveness of market launch or inadequate testing which
lead to failure of new service were raised by Berry (1980). Another issue related to
intangible feature of NSD is the difficulty in patterning or property right protection for the
new service. Competitors find it very easy to imitate making organization hard to maintain
sustainable profit and lessoning innovators’ incentive (Easingwood, 1986, Klivans, 1990).

Secondary, the simultaneous production and consumption distinguish service and non
service process (Dolfsma, 2004). In service sector, the interaction between suppliers and
customers is substantial and therefore the barrier between producing, delivering and
purchasing service is blurred (Gronroos, 1990). The relationship between companies and
clients is very complex, crucial and lead to long term development of companies as stated
by Jackson and Cooper (1988). According to Shostack (1984) in De Brentani (1995), this
demands a high participation and performance of cross functional departments within the
firms. In additional, De Brentani (1991) recommends that it is better for NSD projects to
create more customized than standardized service as it helps organization to adjust quickly
to customer’s special orders. The above literatures imply that both internal and external
communication and interaction is highly crucial in this service industry than that in
manufacturing sector.

Moreover, Kelly (2000) realizes that the quality of service and the experience of customers
on the service vary every time the service is purchased. This is because of the more human
involvement in the transactions in service industry than that of manufacturing. In
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contradict to De Brentani (1991)’s suggestion above, Lovelock (1983) argues that client
might see the quality of service as inconsistence and poor and perceive the company as
unreliable which lead to dramatic issues to the company’s development. The suggestions to
companies are to constantly emphasize on training and practice to operation staffs who
work with customer everyday to improve the standard of service. This is particularly
critical for industries like courier, transportation (Maister, 1983 in De Brentani, 1991).
Besides, Levitt (1976) advises that companies should also be flexible in dealing with
different clients and might go further in applying technological systems to plan and reduce
variability in service which in turns enhance customer’s satisfaction.

Different from products, services cannot be produced in advanced and stocked somewhere
before delivering to customers (Gallouj and Weinstein, 1997). By giving practical
examples, they relate this feature with the customers’ demand which is always varied at
different window of time and conclude the possible risks that companies might incurred.
Berry (1980) also believes that the obvious consequences are the cost of idle facilities and
human resource during the dip period, together with the loss of revenue when the demand
is higher than supply. ‘The challenge for NSD is in designing alternate service level
offerings (i.e. full versus limited service offerings for low and peak demand periods,
respectively) and developing a countercyclical line of service’ (De Brentani, 1995:102).

In supplement to the above four characteristics and implications on NSD, Cowell (1988)
mentions ownership as the last factor that differentiate NSD from NPD. He argues that
customers can only hire or access to service while having the full use of product.
According to him, this is the basic difference between these two concepts. However, no
practical or managerial implications have been suggested.

In brief , base on the discussions on NSD characteristics and implication as well as process
and key activities, some important factors have been identified as refer to the Table 2.6
below:
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Table 2.6 Literature summary on important factors influencing NSD

Source

Important Factors for NSD

Storey and Easingwood
(1995)

(factors depended on
performance measure)

Sales: effective communication, overall company/product fit, distribution
strength, market knowledge, product champion

Profitability: staff skills and support, quality of service delivery,
compatibility/importance, product/tangible quality, distribution strength, quick
response

Enhanced opportunity: compatibility/importance, product/tangible quality,
market knowledge, product distinctiveness

Shostack (1984b)

Objectivity, precision, fact- driven, methodologically based

Shneider
(1984)

and Bowen

Customer satisfaction

Atuahene Gima (1996b)

Market orientation
Other factors: inter-functional teamwork, product-technology fit

Bowers (1989)

Involvement of contact personnel and customers

Cooper et al. (1994)

Relationship enhancement

De Brentani (1991)

Nature of service offerings
Project synergy
Market characteristics : Market competitiveness, product marker fit,

Edgett and Jones (1991)

Clear defined target market,

Thorough and well organised development process,
Effective performance of team members,

Sufficient funding,

Differentiate service,

Top management support,

Strong launch campaign

Johne and Storey (1998)
NSD performance
measurement

Financial performance (e.g. relative profits to sales; profitability level, and pay-
back period)

Window of opportunity (the degree to which the new product opened up new
opportunities to the firm in terms of products and markets)

Market impact (e.g. domestic and foreign market share)

2.3. Key findings and the gap

Based on the literature review regarding project evaluation and New Service Development,
the above study has come up with two findings:

1) Regarding project evaluation perspective, most of the contribution is given by

researchers and practitioners who have specific knowledge and experience on
project management field. The models of project evaluation established by
literature are normally too technical and focus on financial aspects. The non-
monetary measurement criteria have been mentioned in very few articles while it is
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2)

suggested by some authors as critical, especially for innovation projects. Moreover,
literature does not consider the different features of projects in different industries
which results in an insufficient view on any particular sector.

Literature about New Service Development is mainly related to by marketing or
economic research papers. A majority of studies discuss the features that
differentiate service and manufacturing industries, the key factors that significantly
affect the outcomes of NSD. The financial service sectors attracted much attention
from many scholars. However, the project-alike characteristic of NSD was
neglected. Not many literatures put NSD under the project context so the
constraints and challenges related to project management could not be considered.
Besides, the need for evaluating NSD projects has been raised by Johne and Storey
since 1998 but not many studies have been done afterwards.

The two key findings disclose a knowledge gap in the literature which is the inadequate of
thorough and systematic study on evaluation criteria in NSD projects. In order to fill this
gap the following steps are undertaken:

First, criteria considered as important for the evaluation process are identified based
on general literature on Project Evaluation. A draft list is established (Table 2.3).
Second, based on specific characteristics and important factors of NSD, it is created
another list on the common factors recommended by literature that ensure the
success of developing new service (Table 2.6).

Finally, The above two lists are combined and then the common criteria are
selected. The second list about NSD (table 2.6) provides specific aspect knowledge
to the general list of project evaluation (table 2.3).

Table 2.7 below is the result of the above last step summarising all evaluation criteria in
NSD projects. This is the proposition list which will be verified after our empirical study.

Table 2.7 Proposition list of evaluation criteria in NSD projects

Financial Criteria Non-financial Criteria

= Profitability criteria (revenue, =  Strategic fit (objectives, strategy, policies, corporate values,

number of customer, growth) company’s capacity)

=  Production criteria (promotion | =  Marketing criteria (customer satisfaction, time to market)
cost, salary) =  Environmental and CSR criteria

=  Financial parameter ( net = Information quality criteria (accuracy, adequacy,
present value, return on appropriateness of feedbacks and feed forward)
investment, cost of capital, =  Facilitating criteria (stakeholder attitudes and participation)

payback period)
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3 RESEARCH METHODOLOGY

The design of research methodology is considered very important and should be done prior
of undertaking the research. Therefore the researcher should define the epistemology of
research such as objectivism, subjectivism, etc, and philosophical stances such as
positivism, interpretivism, etc. Furthermore, research strategy and research methods
(procedures or techniques) should be identified, in order to obtain successful research
results. By combining the elements of inquiry (knowledge claims, strategies and methods)
research approaches are formed. In turn, the approaches are translated into processes in the
design of research (Creswell, 2003). The figure below illustrates the process of research
design.

Elements of inquiry

Alternative knowledge Claims

Approaches to research

Design processes of research

\ Qualitative (uestions

’ _ Theoretical lens
Quantitative E—

/ Data collection

Mixed Method

Strategies of inquiry

Conceptualized by Translated into Data analyses
the researcher practise
Write-up
Methods
Validation

Figure 3-1: A Framework for Research Design (Creswell, 2003)

In order to identify what are the important criteria for NSD project evaluation our research
is based on:

= Literature review from both researcher and practitioner’s points of view. It provides
theoretical information about project evaluation and new service development and
finalizes with a list of important criteria of evaluation in NSD projects.

= Seventeen semi-structured interviews with project managers, product managers and
evaluation team from different companies in Albania, Italy, Sweden and Vietnam,
dealing with new service development projects.
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= Case studies with three companies.
= Secondary data provided from companies documents.

In order to prevent error and bias as much as possible this paper refers to different sources
of information when conducting the research. Many authors, such as Bryman and Bell
(2003) and Saunders et al. (2003), support the research methodology based on the usage of
multiple sources of information and they argue that it is the best way to confirm findings
and limit errors.

The following sections describe the underlying philosophy, approach, strategy and
methods used to achieve our research objectives.

3.1. Research Philosophy

According to Saunders et al. (2007), research philosophy relates to the development of
knowledge and the nature of that knowledge. They further discuss that assumptions are
done based on the philosophy adopted. These assumptions will underpin the research
strategy and the methods that are chosen as part of the strategy and will give guidance to
the whole research process.

As suggested by some authors (Saunders et al., 2007; Bryman and Bell, 2003),
Epistemology and Ontology are two kinds of thought about research philosophy.
Moreover, all literatures agree that the above two considerations are related and support
each other in the way one thinks about the development of knowledge resulting in the
choice of research approach adopted during the research.

From a broader view, Epistemology concerns ‘what constitutes acceptable knowledge in a
field of study’ (Saunders et al., 2007:102). Under this way of thinking, there are two main
principles which are positivism and interpretivism. Saunders et al., (2007) compare the
positivists with ‘resource researchers’ while calling the interpretivists as ‘feeling
researchers’ in order to distinguish the difference embedded in the two philosophies.
Whereas the former is more focus on the facts and considers natural or physical science as
the underpin doctrine, the latter looks inside the meaning of objects and try to understand
the phenomenal from different points of view which is closer to social science. For
positivists, reality is only represented by the objects, and the knowledge could be generated
simply by observing the phenomena and describing them in a static way. On the other
hand, interpretivists see the world in a more dynamic manner. They argue that the subject
matter, especially in business and management field, is far different and complex than that
of the natural science. The study of social world therefore emphasizes on the understanding
of human’s actions and behaviours rather than just explaining them as in natural science
(Bryman and Bell, 2003:16). The ‘social actors’ is in the centre of this philosophy.
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More specifically, Ontology is concerned with nature of reality and raises questions of the
assumptions done by researchers (Saunders et al., 2007). This consideration which takes in
to account the validity of knowledge produced by researchers gives support to the
contribution of Epistemology and ensures the quality of the study.

Two aspects of ontology are objectivism and subjectivism whereas the former follows
from the positivist position and the latter is more associated to the interpretivist’s. The
objectivism portrays the position that social entities confront us as external facts that
beyond our research influence (Bryman and Bell, 2003; Saunders et al., 2007). At the same
time, subjectivism or constructionism holds a contradict thought. The subjectivists think
that the only way to understand the phenomenal and make sense of the social behaviour is
to involve in such activities. Hence, the researchers’ positions are different between the
two types of ontology. While objectivists stand outside and observe the world, the
subjectivists play a part of what is observed.

Our position in this study is critical to positivist tradition and share the same opinion that
social world of business and management is far too complex to lend itself to theorizing by
definite ‘laws’. Therefore our research philosophy is oriented towards interpretivism which
is based on ‘conducting research among people rather than objects’ (Saunders et al., 2007;
Bryman and Bell, 2003). We see ‘the necessary of studying the details of situation to
understand the reality or perhaps a reality working behind them’ as suggested by Remenyi
et al. (1998) cited in Saunders et al., (2007:108). Also, we believe that it is impossible to
generalize the theory by staying outside the organizations’ context as each project has its
own unique characteristic and the circumstances, as well as the culture, are varied among
companies and countries. Thus, it is important to understand the subjective meanings
behind the process and the views of different organizations in evaluating their projects
which finally allow us to answer our research question.

3.2. Research Approach

As suggested by Saunders et al., (2007), research approach which deals with the way the
study is going to be designed should be clearly defined at the beginning of the research
project. It concerns the relationship between theory and research, whether the research
should use the deductive or inductive approach (Bryman and Bell, 2003).

Adopting the deductive approach, the researchers develop a theory and hypothesis and
design a research strategy to test the hypothesis. The aim of this approach is to test the
current theory. While using inductive approach means that researchers need to collect data
and then, develop theory as a result of data analysis (Saunders et al., 2007). This approach,
in contrast to the deductive one, is to develop a theory. Not only the process is different,
the strategies, the data collection methods are not the same between the two approaches.
The deduction emphasizes the quantity of the data in order to ensure the validity of the
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generalize conclusion. It uses highly structured methodology to facilitate replication which
is important to ensure reliability aspect of data collection (Gill and Johnson, 2002 in
Saunders et al., 2007). At the same time, the induction focuses on the collection of
qualitative data and the meanings of such data which contributes to the understanding of
the new or unknown phenomena. This approach promotes ‘flexible structure to permit
alternative explanations of what is going on’ (Saunders et al., 2007:119).

The choice of research approach depends on the philosophy chosen by researchers.
According to literature on research methodology, deductive approach is related to
positivism while inductive approach is related to interpretivism. As our study is oriented
towards interpretivism as mentioned above, then our research approach is concerned with
inductive approach. Literatures, such as Saunders et al., (2007); Bryman and Bell, (2003),
argue that inductive approach brings the preposition from the more specific observations to
general theory which is contradict to that of deductive one.

Our study therefore, starts from an existing preposition which is the list of criteria to
evaluate NSD projects (Table 2.7) summarized from literature. We then collect data from
project managers or project evaluators as well as from secondary sources to analyze their
views, the process of project evaluation in practical world, particularly in new service
development projects. This information set the basis for our interpretation and
development of a list of key evaluation criteria for NSD projects that mostly applied in
practice.

3.3. Research Strategy

Research strategy is necessary to determine the method through which research data will
be collected and analyzed. According to Creswell (2003), it is useful to consider the full
range of possibilities for data collection in any study and to organize research strategies
based on their degree of predetermined nature, their use of close-ended versus open-ended
questioning, and their focus for numeric versus non-numeric data analyses. Moreover,
Bryman and Bell (2003) argue that quantitative research can be constructed as a research
strategy that emphasizes quantification in the collection and analysis of data. They further
discuss that qualitative research is the other way around. By contrast, it can be constructed
as a research strategy that emphasizes words rather than quantification in the collection and
analysis of data. The following table shows distinctions that may be useful when choosing
a strategy appropriate to the undertaken research.

30



Table 3-1 Research Approaches (Adapted from Creswell, 2003 and Bryman and Bell, 2003)

Qualitative

Quantitative

Mixed

Epistemological

Constructivist/interpretivist/advo

Post positivist knowledge

Pragmatic knowledge

/Ontological cacy/ claims; objectivism claims

orientation Participatory knowledge claims

Method Phenomenology, grounded Surveys and experiments Sequential, concurrent
theory, ethnography, case study and transformative
and narrative

Approach Open-ended questions, Instrument based questions Both open and close-

Inductive, generation of theory

Deductive, testing of theory
predetermined approaches

ended questions
Both predetermined and
emerging approaches

Data collection
type

Interview/document/observation
/audiovisual data, text & image

Performance/observational/at
titude/census data

Multiple forms of data
drawing on all possibilities

analysis Statistical analysis Statistical and text

Hard, reliable data

Reach, deep data analysis

Based on the research philosophy and approach as discussed in sections 3.1 and 3.2, the
qualitative strategy has been chosen to fulfil our research objectives. In order to answer
our research question we decide to collect qualitative data through methods such as semi-
structured interview and case study. The data collected are analyzed based on qualitative
strategy which is focused on words rather than numbers.

According to Strauss and Corbin (1990:8), ‘the importance of this methodology is that it
provides a sense of vision, where it is, that the analyst wants to go with the research’.
However, qualitative research is sometimes criticized by researchers as too impressionistic,
subjective, difficult to replicate and restricted that make it difficult to generalize findings to
other settings (Bryman and Bell, 2003). We therefore tried to improve such drawbacks and
to ensure the validity and transferability of our data by using the form of triangulation as
recommended by Stemler (2001) and Erlandson et al., (1993), which lends credibility to
the findings by incorporating multiple sources of data, methods, investigators, or theories.
In fact, it is the quality of theoretical inferences made out of qualitative data which are
considered as crucial to the assessment of generalization.
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3.4. Data collection methods

This study is based on data collected through semi-structured interviews and case studies.
The role of semi-structured interviews is to directly point out the criteria of evaluation for
NSD projects, while the three case studies, with the support of both respondents’ words
and the use of companies’ documents, are conducted to give a clear idea about the
evaluation process. The purpose of combining two different data collection methods is to
confirm the findings and to increase the transferability and reliability of the findings.

3.4.1 Semi- structure interview

a. The reason

Interview is among the most popular method in doing research. Although, there are three
kinds of interview which are structured, un-structured and semi- structured interviews, the
last one seems to be the most practical and appropriate for this paper thanks to its benefits
giving to researchers.

While structured interview is more suitable to quantitative strategy, the other two seem to
be more useful to the qualitative strategy. Also, differ from structured interview, both un-
structured and semi-structured interview are more flexible as they provide opportunity for
interviewer to quickly follow the flow of the interview and make change according to
interviewees’ interest and responses (Bryman and Bell, 2003). The advantage of these
methods is to allow interviewee to answer the questions freely and express their views on
particular issues that they think as important which turn out to benefit the interviewer. The
researchers in this case therefore would be able to understand the topic more profoundly
and explore all aspects of the topic from different points of view. This enhances the
validity of the research.

Considering the above perspectives, the semi-structured interview however, is chosen as
the main data collection tool in this research due to some additional reasons. Firstly, it
allows us to have a guideline along the interview process which helps us not to deviate
from the initial track. By using this method, both interviewers and interviewees are
concentrated on the research topic and discuss around that topic. The information gained
from the interviews therefore specifically contributes to the purpose of this research and
supports researchers to build up theory based on data collected. Secondly, as this ‘research
is carried out by more than one person; the semi-structured is more preferred to ensure a
modicum of comparability of interviewing style’ (Bryman and Bell, 2003:346). Thirdly,
the more structure characteristic of semi-structured interview in comparison to un-
structured ones enhances the possibility to compare multiple cases in different
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circumstances. Since the research is taking into account the diversity of culture, geography
and the variety of sector’s nature, the semi-structure interview is especially important.

Our aim is to get insights into the interviewees’ experiences and what they see as relevant
and important to the specified topic.

b. Selection of interviewees
The selection of interviewees is carried out by looking at two elements:

= Interviewees must have a role in the project evaluation process
= The projects that interviewees evaluate must be NSD

Many difficulties arisen prior to the interview process regarding the possibility to approach
potential interviewees, especially project managers. Besides, the title ‘project manger’ or
project evaluation team are not explicitly used in some non-project based companies.
Under such challenges, the interviews were given to not only project mangers of NSD
projects but also the evaluation team members as well as product managers and other
managers who responsible to evaluate the projects of launching new services. Since the
availability of respondents is crucial for the validity and success of the interview process,
personal contacts were used to set up new contacts to further more relevant interviewees.
This was suggested by Bryman and Bell (2003) as snowball technique which improves the
credibility of data collected. Besides, a contact was collected and established through a
career fare. Also, with the support of our supervisor on some local contacts, the list of
interviewees was expanded.

The sample included people from different countries such as Albania, Italy, Sweden and
Vietnam. Although, they are working in the same service industry, their companies focus
on different business area such as financial service, information, airlines, real estate, etc.
The diversity of nationals and sectors allows researchers to look at many different
perspectives of the topic and enhance the generalization process of the chosen inductive
approach.

The names of interviewees and some companies are not indicated in the list of interviewees
as respect to their preference of anonymity. The position and experience of interviewees as
well as the business areas and countries based of the companies were used instead.
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Table 3-2 List of interviewees

No. | Position Experience | Business area Country Interview method | Interview
based time
1. Country  Product | 7 years Email; Telephone | 50mins
Manager Banking Vietnam
2. IT Manager 5 years Email; Telephone | 35mins
3. Investment Council | 6 years Telephone 45 mins
Member Energy/Consul
4, Project evaluator 4 years ting service Sweden Emails; Telephone | 50mins
5. Project Manager 1.5 years Email; Telephone | 61mins
6. Senior Project | 13 years Air navigation | Sweden Email; Telephone | 30mins
Manager
7. Product Manager 4.5 years Banking Sweden Email; Telephone | 35 mins
8. Project evaluator 6 years Real estate Albania Face- to face 60 mins
9. Consulting 2 years Financial Sweden Face- to face 40 mins
manager consulting
10. | Product Manager 3 years Airlines Vietnam Emails; Telephone | 50 mins
11 Steering 2 years Banking Albania Face to face, | 40 mins
Committee secondary data
Member
12 Expert of | 3years Research Albania Face to face 60 mins
monitoring and center
controlling
13 PM 2 years Education Albania Face to face 60 mins
14 PM —  Sponsor | 5years service
institution
15 Project Manager 3 years Telecommunic | Albania Emails; Telephone | 35 mins
ation
16. | Project Manager 2 years Computing Italy Emails; Telephone | 30 mins
service
17. | Project manager 10 years Education Italy Emails; Telephone | 45 mins
service

¢. Questionnaire formation

The questions were formed based on the knowledge gained through literature review and
followed closely the purpose of the research as well as the research question. Besides, the
process to form questions for interview recommended by Bryman and Bell (2003) was
taken into consideration. After the discussion among authors, the initial questions list was
developed. In order to improve the feasibility and appropriateness of the questions, we
sought for our supervisor’s advices. The available time of interviewees, their willingness to
answer the questions and the proper time spending on each chapter of the interview was
emphasized by our supervisor resulting in the revision on the first question list. Changes
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have been made on the number of questions, the wording and excluding or including some
questions to ensure the practical aspect of data collection process. The final questionnaire
is attached in Appendix 1.

The question guide was divided into small chapters to improve the clarity and
communication among interviewees and interviewers. Four parts of the question are
organized as below:

= General information

= New service development (NSD) projects
= Project evaluation in NSD projects

= Final questions

The questions move from general to more specific area and end up by final questions
which specifically support to the answering of the research question. Most questions are
open-ended and provide respondents chances to express their views and experiences on the
project evaluation process which turns out to improve researchers’ knowledge on the
practical perspective of the topic and contribute to the current body of knowledge. The
third part starts from some common questions and followed by others which would be
varied depends on the specific phase focused by each company. By doing this, the
researchers could see which part of project evaluation is more emphasized in practical
world, especially in service industry. In the last chapter of the questions, the interviewees
were asked for the difficulties during the project evaluation process which imply the
important factors that influence the success of the process and the critical evaluation
criteria. Besides, that the proposition criteria list were given to the interviewees and asked
for their opinion ranging from the least to the most important factors helps to keep the
interviews on track.

Along the interview, the order of questions and the number of questions are flexible to
react to the flow of the conversation. Some new questions would be raised by interviewers
to clarify the answer as well as to explore the issue further. Also, changes would be made
along the process together with the learning curve on how to frame, phrase and the order of
the questions.

d. Interview process

The interview procedure followed the suggestion that the ‘dual approach’ should be
applied in business and management research (Healey and Rawlinson, 1993 in Bryman and
Bell, 2003). First, we made phone calls or sent emails to potential interviewees. Second, a
letter of introduction about our research, the purpose and process has been sent to the
respondents to follow up the process. Later, a telephone call or email was made a few days
after the receipt of the letter to ask for their attendance on the interview process and set
appointment. The interviews were carried out on the appropriate time to the interviewees.
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The length of interview varied from an interviewee to another. However, it is restricted in
roundly an hour as time is value to respondents. Many different tools of interview were
applied according to interviewee’s preferences and time. Some interviews were undertaken
in person while some others were carried out via phone or email. The interviews through
telephone were mostly used due to budget constraint and the diversity of geographical
locations of each interviewee. Only respondents from Albania were face-to- face
interviewed as one of the researchers came back to collect data.

All interviewees received emails with the interview guide prior to the telephone or direct
interviews to facilitate the interview process and to save time. Interviewees hence, would
have thought about the topic and have some draft idea of their answers that helps them
response to the questions quicker. This action also allowed us to reduce misunderstanding
between two parties. Some interviewees even asked to send the answers by emails first and
only short interviews were conducted afterward to clarify any doubts.

Understanding that taking note might distract our attention leading to the loss of
information, voice recorder was employed during the interviews. Also, the recorder device
helps us to minimize the human errors in memorizing and interpreting the answers. To
ensure that there is no objection from the interviewees, we asked the respondents for their
permission to use record device before starting to interview. The interviews were then
transcribed right after the interviews for further data analysis. The summary of interviews
was developed and analyze in chapter 4 of this paper.

3.4.2 Case study

The case study method has been increasingly used as research tool. According to Bryman
and Bell (2003), it provides deeper examination on the topic and gives more insights to the
various aspects of the issue that mentioned by different interviewees in the same
organization.

Three cases were carried out by having more interviews with other person in the
organizations in order to understand the evaluation process more thoroughly and get deep
inside the companies from the different points of view. Besides, some sources of secondary
data provided by interviewees, from the companies’ websites, their publications and press
releases, etc, are employed in support to the analysis of the cases.

The reason why we chose to study the case of these three companies is because of their
good structure of project evaluation and the qualification and deep knowledge of persons
dealing with project evaluation. They are big companies, well organized and with a strong
project management. These companies have clear procedures of evaluating projects and
they were available to provide us interviews and secondary data regarding project
evaluation.
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The three cases are:

= CitiGroup Inc., United States:

CitiGroup is an international financial corporation. Its head quarter is in New York, United
State and it has branches all over the world. The company employs 350,000 people and has
200 million customer accounts across six continents in more than 100 countries. Citi is
organized into four major financial service segments — Consumer Banking, Global Cards,
Institutional Clients Group, and Global Wealth Management. Every year, it spends
millions of dollars for developing new services to their customers. It is famous as the best
IT banks in the world providing customers with many electronic financial products, one of
which is CitiDirect, a very convenient way of accessing and proceeding transactions
online.

The case study is carried out in the Vietnamese country branch. This countries branch has
two offices in the two biggest cities in the country. It provides banking service only to
corporate customers. The branch has a team to develop new service all the time to provide
its customers with appropriate services. Although there are some legal and cultural
differences, it follows the same procedure of the whole corporation in all of its activities.
The project evaluation process for NSD projects is not an exception.

= Luftfartsverket (LFV) Group, Sweden

LFV is a Swedish state-owned company organized into three different state enterprise
divisions: Stockholm, Group Airports and Air Navigation Services. LFV is employing over
4,000 people, operating in 16 airports, serving approximately more than 2.7 millions
passengers internationally and with annual revenue of approximately SEK 6 Billion. LFV
operates and develops State-owned civil aviation airports; air navigation services for
civilian and military aviation.

Apart from the traditional services- air navigation, the group is investing in some new
services such as mobile service where passengers receive messages about the detail of their
fight prior to their departure. The new service they are offering, together with other new
services, is aiming at facilitating the passengers’ travelling and giving them more
convenient way of travel. The project is developed under a tight but flexible evaluation
procedure to ensure the service is launched successfully, gains customers ‘satisfaction and
increases business value of the company.
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= E.ON Group, Germany

E.ON Group’s Corporate Centre is in Diisseldorf, Germany. It is geographically and
functionally in market units many countries in Europe and Russia but also in North
America. The company has almost 88,000 employees and with annual sales of just under
EURG69 billion. E.ON is the largest investor-owned energy service provider. They currently
provide reliable power and gas solutions for around thirty million people in almost thirty
countries around the world. They offer tailor-made energy services and energy-trading
solutions to small and medium-sized companies and plants.

Although the company is not working in the service industry, it is still considered within
the scope of the thesis as the company is offering service solutions to the customers. This
is called new offering development (NOD) which was mentioned in the definition of NSD
in the chapter 2 as a type of NSD.

The case study is undertaken in the Swedish branch. E.ON Sverige offers residential
customers in Sweden electricity, natural gas and district heating. Like the case of
Citigroup, E.ON Sverige applies the same project evaluation process for NSD with its head
quarter.
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4 DATA ANALYSIS

In this chapter, we perform data analysis for our empirical work, while leaving main
findings and discussions to the next chapter. Briefly, we conducted our empirical work
using semi-structured interviews with fourteen companies and selected three of them to
develop further into case studies. In the case studies, we used both primary data collected
through semi-structured interviews with respondents from three companies and
supplementary documents to illustrate in details the process of new service development
and of NSD project evaluation. These processes are company-specific, but as we later
found out, are also sample representative. In the vast semi-structured interview, we
examine the variance between cases and other companies regarding the process of NSD as
well as the purposes, the process and techniques of NSD project evaluation. Besides, the
interviews also serve to point out some specific aspects including challenges faced during
evaluation process and evaluation criteria used in all fourteen companies. The next chapter
will base on this chapter, together with chapter 2 to generalize the findings and to provide
implications.

4.1. Data analysis from Case Studies

This part presents the findings from three case studies (Citigroup, LFV, E.ON) with the
purpose of providing comprehensive understanding on the process of NSD and the
evaluation process for NSD projects. In addition to the responses from interviewees,
companies’ documents such as websites, evaluation procedures, project manager’s
evaluation forms are referred to and analysed to enhance the understanding of project
evaluation process for NSD projects. By summarizing both primary and secondary data
collected from the three organizations, the section illustrates the following two processes:

= NSD process
= NSD project evaluation process

4.1.1. NSD process

While investigating the three cases which are Citigroup, E.ON and LFV, we found a
similar process of developing new service. Despite some minor differences, five main
steps are followed by all the companies as illustrated in the figure 4.1 below.

The product or project managers of these companies agree that the customers’ needs
trigger their idea of the new service. Hence, there is a tight interaction between customers
and the project team. In the case of Citigroup, each Relation Manager (RM) discuss
individually with their customers; understand customers’ needs and propose the idea to the

39



country product manager (CPM) to develop new service. Since, E.ON also deals with only
corporate customers, the NSD process is the same. The process of developing new service
in LFV however is slightly different because the number of customers is large and the
targeted customer was not identified since the beginning. Thus, market research and the
target group of customers’ identification is the first step to be undertaken. The idea
therefore, comes up through customers surveys. Other activities are alike in all of the
cases. Once the idea is agreed to be developed, the project team is formed. The team
members come from different departments and work toward the common goal which is the
successful launch of the new service. At the same time they have to estimate costs and
benefits related to the project as well as ask for fund which normally is given by the
management board.

*Identify customers' expectations 7| In addition, one of the

SRS -Match customers' needs with organisations' mission key activities in
1ol Idea generation ) developing new service
. ~, 1s testing the service fit
*Choose people from cross functional departments . .
. . with internal
Fot *Build up committment among team members .
LIRS« Clarify common goals and personal responsibilities environment  of  the
¢ : g P P
caitl company on one hand as
. ) .
*Estimate cost well as fit with external
°Rev§nue and c?lshﬂow projection environment (such as
*Capital budgeting s .
S customer’s requirements
_ or company’s situation in
*Develop Stakeholder involvement plan the marketplace) on the
Wt - Organise simulation and workshops
plan ) other hand. In terms of

~, Internal fit, the new

*Build up sample )
P P service needs to be tested

* Technical and system testing
+Users acceptance test to make sure that, for

instance, the new system
developed by Citigroup
does not influence other
branches’ systems. In
Figure 4-1 New service development process terms of external fit,

different  methods  of
testing can be used, such as presentations given to clients as the case of E.ON; another
method is organizing simulations as mentioned by LFV; or just communication with
customer as stated by the respondent from Citigroup.

In spite of having only five steps, this process covers most of activities mentioned in the
model recommended by Alam and Perry (2002) such as idea generation, team foundation,
analysis, testing . More than that, this model considers the communication plan as a key

40



step while Alam and Perry (2002) did not. There is a consensus among the companies
about stakeholder involvement and the crucial role of end users during the development of
new service which was also emphasized by previous researchers (Kelly, 2000; Gronroos,
1990; Dolfsma, 2004).

4.1.2. NSD project evaluation process

a. Purposes

Through the study of the three cases, we found that there are two groups of people (1)
Project Sponsor and (2) Project Manager doing evaluation with different purposes.

The senior project manager of LFV, the Country product manager of Citigroup and the
Investment Council member of E.ON agreed that it is necessary to be sure that the new
service they are launching is realistic, is exactly what their customers want, is worth with
the fund that the project sponsors invested and finally, would enhance the organizations’
business value. ‘The wrong investment will not only cost us a lot of money but also
negatively influence our brand’s value. Therefore, we need to evaluate the worthiness of
the proposals all the time’, the respondent from Citigroup said. Further elaborate on this,
the respondent from LFV mentioned that they evaluate project to prioritize the project
portfolio and choose the best project to develop. Also in this case, we found documents
showing that the management board and the Steering Committee look at the project
managers’ performance during the implementation of project as a reason for their
evaluation process.

When being asked about the purposes of project evaluation for NSD, the project managers
of LFV emphasized the need to evaluate projects during the implementation period in
order to keep track the project with what stakeholders expected and to ensure the projects
is going aligned with the companies’ mission. The evaluation procedure is undertaken all
the time during the implementation of project so that project managers would be able to
control the direction of project as well as to foresee the possible issues and take quick
response. Moreover, evaluation allows company to understand what customer wants and
adjust the new service to fit well with their demand. At the same time, as the service is new
to the organizations, it is of special importance to continuously evaluate the project to
ensure that the project is not going away from the expected results. For E.ON’ project
manager, evaluation is the initial step to monitor, to manage risk and to prepare for
corrective actions. While the respondents from Citigroup mentioned the purpose of their
company in evaluating NSD projects is to see if the new launch would not influence the
system and the procedure of other branches. Also in Citigroup, since the project team
members are not full time working for the projects, the level of motivation is different.
Then, evaluation is to see their commitment to the projects and provide incentives for their
productivity.
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In all cases, project evaluation is carried out by both groups for a long term purpose —
organizational learning. The knowledge transfer is what the companies are looking at
while evaluating NSD projects even after the implementation.

b. Process

Based on the purposes of different stakeholders in evaluating NSD projects, this section is
divided into two parts elaborating the evaluation process from the point of view of two
groups: Project sponsor and Project Manager. While the former group performs evaluation
process more formally, the latter is more flexible in doing evaluation. This is due to the
nature of each group’s targets.

I.  NSD project evaluation- A perspective from Project Sponsor

Project Sponsor and/or Management Board are involved in project evaluation from the
aspect of decision making. Their view is more at the strategic level and their objective in
project evaluation is to look at the long term benefit and development of the whole
organization. They carry out the project evaluation prior to the implementation (Phase 1)
and during project implementation as well as after the project completion (Phase 2).

Investment appraisal Performance appraisal
*  Prior to project implementation *  During project implementation and after
*  Purposes: Priorities projects portfolio; project completion
Make decision whether to develop a »  Purposes: Assess project manager’s
project performance; Verify project performance

Figure 4-1 NSD project evaluation carried out by project sponsor

Phase 1: Investment appraisal

The investment appraisal is undertaken only by the Project Sponsor. In this phase, the
Management Secretariat performs a preliminary assessment of all the proposed projects,
and come up with a list of priority projects for the Committee consideration. Several
meetings among the Steering Committee and the project owners are held. After the
presentations of the initiatives, a group of senior analysts and the heads of all departments
are gathered and start doing the evaluation for the remaining projects.

They first determine the current target of the organization, then analyze if the new service
fit well with the corporate goals. The figure shows different levels that the group will look
at while analyse the strategic fit of the project. Two questions that are always asked: (1)
Why is this to be done? And (2) How is this to be done? If the group find the specific
answers for these two questions along the analysis base on the proposals, then the
proposals passed the first evaluation level.
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The next step is to study the feasibility and

IMission see if the new service is realistic and suitable
Overall with customer’s expectation. The market
objectives impact and stakeholder analysis are carried
Project Purposes out at the same time to understand the level

of interest of different stakeholders to the
Bxpected resulis/ Dutputs new service. Other analysis such as financial,
capacity, potential issues, assumption

analyses are taken on in order to be sure that

Specific Activities

Figure 4-2 Strategic fit analysis framework the company is able to implement the

project under both internal and external

constraints. During the evaluation process, the group use SWOT analysis, determine also

the negative and positive forces that might influence the achievement of the project

objectives to choose the potential projects. There are some questions being asked all the
time to enhance the decision making process:

- What are the overall and specific - How long will the project take?
objectives that the project intended - How can the benefits guaranteed?
to achieve? - Which risks should be taken into

- Is the new service realistic and can consideration?
we win the market? - Do we have enough fund and

- Who will be benefit from this? resource for it?

Base on the results from all of the above evaluations, the Management Secretariat justifies
the exclusion of project proposals from the list for the Committee consideration. The
Committee will discuss and approve projects based on their suitability for the
organisation’s strategies, their relative importance, their impact to the market and to the
firm’s development and having in mind the need for a balanced distribution of projects
across the action lines. The soft results like the image of the company, competitiveness and
customer satisfaction, etc. are also considered but it is difficult to estimate such affects in
this phase.

Phase 2: Performance Appraisal

During the implementation of the project and afterwards, the Project Sponsor do not do
major evaluation. In this period, their role is to set milestones to the project and to evaluate
the project manager’s performance and the impacts of the new service on the company’s
strategies and competitiveness.

The main evaluation criteria are defined as well as the sources and means of verification
are determined at the beginning of NSD projects. The Project Manager has the
responsibility to keep the Project Sponsor updated on the progress of the project. The
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Steering Committee analyzes the weekly or monthly reports (depending on the dimension
of projects) from the Project Manager. The reports need to show at least the three key
criteria of the project which are time, cost and quality of the project. All the reports must
be cleared, must have supporting documents and could always be double checked by
internal or external audit.

In order to ensure the validity of the data, The Reference Group is assigned to go along
with the Project Manager as an external party during the development of new service. On
one hand, they evaluate the progress of project according to the initial agreed indicators
and criticize the results of each work package along the projects. On the other hand, the
Reference Group will work more with other stakeholders of projects, communicate with
clients, with suppliers and sponsor or regulatory parties and get comments from them
regarding the new service. Therefore, this group also acts as facilitating factor by giving
recommendations or solutions when needed.

The Steering Committee and the Reference Group will evaluate the projects in relation to
the overall project portfolio and decide to continue with the project or not. As mentioned
by the respondent from E.ON, if the project is running out of budget and becomes more
expensive than the estimated number around 5 to 10%, it would be stopped or waits for a
new decision to be approved.

In most of the cases, the Project Manager’s performance is assessed during this period of
time as well. The sponsor will evaluate the project manager’s performance by looking at
not only the soft skills such as the relationship with project team, the ability to solve
problems, the visionary view, but also the hard skills like the planning, organizing or
monitoring ability, etc. The evaluation tool of the Project Sponsor during these two phases
is mainly through the communication channel and the report mechanism.

II.  NSD project evaluation- A perspective from Project Manager

The Project Manager is responsible to evaluate the project during the implementation of
NSD and afterwards. The process is divided into two phases: Progress Evaluation (Phase
1) and Project Review (Phase 2) as following:

Progress Evaluation Project Review

*  During Project implementation *  After project completion

*  Purposes: Set basis for monitor *  Purposes: Improvement and Learning
mechanism; Keep track with goals; Take
quick response; Improve commitment to
staffs

Figure 4-3 NSD Project evaluation carried out by project manager
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In order to facilitate the flow of the research, we found as appropriate to use the model
(illustrated in Figure 4.5) adapted from a case study to discuss the evaluation process in
conjunction with the process of NSD projects. The justification for this choice is that we
found from all the cases, project or product managers are doing evaluation in flexible ways
due to the changing environment and customers’ requirements. In the three companies,
there is no separate evaluation team and the project/ product manager has the responsibility
to evaluate the project all the time. Hence, it is very difficult to distinguish the project
implementation and the evaluation’s process. Although, some different evaluation criteria
and tools are utilized by different companies, the general process is alike in all of the cases.

The chart in Figure 4.5 shows four major evaluation steps going along four groups of
activities that are undertaken throughout the NSD projects. The activities illustrated in the
circle in the middle of the graph presents the key evaluation steps while the four squares
include four main groups of activities carried out before and after the launch of new
service. There is a cause and effect relationship between each group of activities and
between different evaluation steps which turn out to help the project manager to ensure the
progress of their NSD projects. The circle in the middle of the graph shows the iterative
cycle of project evaluation promoting knowledge transfer.

«Effect Mapping
eTarget Group Analysis

=Organisation
#Training and Coaching

*Measurement Preparat sInvestment Analysis
ion
>
H N
Impleme Quality
= assuran )
=Control Checkpoints ntation oo =Interaction Design
*N\Marketing «Information Model
sQuality Assurance R sPilot Test

o

Figure 4-4 Effect Management chart (Adapted from LFV)

Phase 1: Progress evaluation
1) Preparation

There are three main development activities in this preparation step which are (1) analysis
customers’ demands; (2) identify organization’s benefits if the service is launched; (3)
match the customer’s needs and organization’s goals. The process starts with the common
purpose of the project, and then the project team decides the target customer groups;
determine the goals of these target groups (what they want and their expectation). At the
same time, the evaluation activities begin from the last development activity — effect
mapping. This could be done using demonstration, workshop, interview and observation to
filter and fit the two objectives of customers and of the organization. Once the purpose is
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determined, the project team and the project manager discuss and agree on the specific
objectives of the projects. Later on, the project manager identifies evaluating criteria and
selects indicators for further steps, based on the specific objectives and the project context.

2) Quality Assurance

This is a special important step in the NSD process where the new service is being
designed and created. The evaluation process is therefore mainly from the customers’ point
of view. The evaluation of end users is crucial during this phase which allows the project
team to develop the service according to customers’ expectation. In order to ensure the
success of the new service, all the respondents agree that they will go out and talk to their
customers and assess the idea of the service through questionnaires or survey, with their
customers. . This activity aims at estimating the level of customer’s expectation on the new
service. This called for a communication and interaction plan. The project manager of LFV
said that:

‘We do not decide this is exactly what we want. Instead, we use two week iteration
evaluation process... Every two weeks, we go out, give presentations, demonstrate
to customers about what the team have been found and ask customers about their
feeling... customers give feedback and comments; the team come back and work on
the new requirement and keep doing like that...and hopefully at the end we would
offer our customers what they really want’

Such cycle of customer’ requirement, design, evaluation and design helps project team to
assure the quality of new service and to avoid the time and money wasted for the amending
activities. Besides, the system checking is necessary to ensure the news service is running
well. In this step, the Product Owner creates a ‘To do list” and priorities the work package
according to the market demand and customer’s change overtime. This allows flexibility
which is critical when developing new service. The timelines and information channel is
also set for further evaluation activities.

3) Implementation

The evaluation process in this step is to provide basic information for the control
mechanism of the project. Three major evaluation activities are undertaken during this
period. The first and second activities are carried out in parallel.

Firstly, daily meeting between Project manager and project team are held to keep the
project manager updated on the team member’s performance and progress. The meetings
are normally last for less than one hour. Three questions are given to each team member:

(1) What have you done since the last meetings?
(2) What will you do between now and the next meeting?
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(3) Is there anything preventing you from doing what you have planned?

The first two questions allow the project manager to have a detailed idea of how the project
progressed and to maintain focus on the purpose. The last question raises current and
potential problems that might negatively affect the movement of the project. The project
manager then will evaluate the issues, discuss with related people to find the solutions. If
the problem is over the capacity of the project manager, it will be escalated to the
Reference Group and Steering Committee for recommendation and higher level of
decision.

Secondly, the project manager has his/ her own data to validate the information and keeps
update the data according to change and on the basic of cumulative progress. He/ she also
uses the project software, progress graph, financial data to assess budget, the time
remaining and the resource available for the remaining work of the project. He/ she looks
at the effect of each work package on the market and compare with the initial indicator as
well, to see if the project is on the right track and if change need to be made.

Thirdly, after each milestone, there is a big evaluation meeting with the team to assess the
team‘s performance, level of knowledge and give motivation for the next milestone.

Among three evaluation activities in this phase, two of them are based on the ability of the
project manager to interact and get feedback from the team. This is to say, communication
is a very efficient tool of evaluation and it helps project managers to avoid risk and prepare
for corrective action.

Phase 2: Project review

The remaining work after the launch is to measure the project results in comparison to the
initial evaluation criteria. There are two types of results that should be evaluated at the end
of project to see how the project went.

* Hard result: Revenue, Cost, Volume, Return on investment. In order to assess such
results, Project Managers base on financial reports at the end of the first launch to
see the difference between the actual and the estimated results, how difference it is,
and which side the differences is (positive or negative). The evaluation period for
this kind of results could be short.

* Soft result: Customer satisfaction, the competitiveness and the image of the
company. Unlike the hard result, project managers find soft result a real challenge
for their evaluation job. The customer satisfaction evaluation could be achieved
through workshops, customer surveys as doing by LFV or by communicating
directly with customer as done E.ON or corporate banks like Citigroup. Sometimes
the industry indicators and the company’s share price are used to see the
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commercial impact of the new service on the market and on the position of
company. However, it always takes longer time to evaluate this type of result.

In the mean time, the internal review is undertaken with the presence of the project
sponsor, the team, the reference group to get recommendations and generate lessons for the
next project. The project manager can also talk to heads of other departments to see the
project in relation to the overall procedure and system of the organization.

4.2. Data analysis from Semi- structured interviews

This section presents data collected through semi-structured interview method. From the
interview guide, we choose six most important questions that contribute to achieve our
research objectives. These questions illustrate data related to purposes of evaluation;
evaluation process; and criteria of evaluation for NSD projects.

Questions (1) to (4) analyse the information obtained from eleven interviewees, excluding
those from the three cases. This is because the same interview questions were given to
respondents from cases which serve as primary data for the analysis of previous section,
section 4.1. The results from these four questions help to cross check the credibility and
transferability of data collected from cases regarding the first two purposes of our thesis:
understanding the purposes of project evaluation for NSD and developing the process of
NSD project evaluation. This choice also helps to avoid repetition along the chapter.

While questions ((5) and (6) present the information obtained from the interviews
conducted with all respondents (both cases and 11 other respondents). These questions
allow us to achieve the last objective of our thesis which is: pointing out the evaluation
criteria applied by companies.

1) Could you please tell us about the process of developing new service in your
company?

This question was given only to the product manager of the project who is directly
involved in the development of new service. Thus, the answers are only from nine
interviewees instead of eleven.

While asking about the process of developing new service, six out of nine respondents
mention similar activities. A respondent from an airlines company operating in Vietnam
said that they start with the market research to identify customers’ needs. Another
respondent added ‘The board of management will evaluate the idea and once it is
approved, the team is formed. The team members are from different departments’.
However, two consulting managers of consulting firms in Sweden and in Albania
mentioned that the initiation of a new service often comes from their client, the client will
approach the company and talk about the idea. The consulting managers will evaluate the
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credibility of the client and the capacity of the firms and arrange a group to develop the
service. Only the project manager from the secondary school ‘Gjon Buzuku’, in Albania
said that their responsibility is just to develop the idea from their sponsor.

The remaining steps which are estimation of cost, resource arrangement, interaction with
customers and testing the new service are undertaken by all companies that the respondents
are working at. The project manager of an academic institution in Italy said that they have
to estimate the cost generated from the project and see if the budget is available. The
project managers of Kaupthing bank, the IT Company in Italy and AMC - a
telecommunication company in Albania, mentioned that the testing activity is especially
important for NSD projects. In the telecommunication company in Albania, the team
works closely with the technical division to resolve problems. While Kaupthing bank’s
business development manager communicates with her customers to ensure the quality of
new service offered. In general, we saw the consensus among the respondents about the
crucial role of end users during the NSD projects, especially during the design of new
service. One respondent from Center of Agriculture Technology Transform in Albania
stated that ‘It is necessary to get the end users to try our service and to give comments all
the time... their involvement during the development of service would definitely enhance
the success of the project.’

Based on the discussion of respondents, there are five key activities during the NSD
projects (1) Identify customer needs; (2) Form the team; (3) Analysis; (4) Interaction plan;
(5) Testing. However, due to the nature of the business area, the activities are slightly
different.

2) What are the purposes of the evaluation process in your company?

Project evaluation is undertaken in service companies for various reasons. However, there
are some commonalities among the respondents.

All eleven respondents mentioned that they do evaluation to align the quality of new
service with customers’ expectation from time to time. This is considered one of their
primary goals in NSD project evaluation. For example, the project manager of the
secondary school ‘Gjon Buzuku’ in Albania stated that they evaluate the project all the
time to assess what could be improved in term of educational or social service’s quality to
meet students’ future hope. Also, the project manager of the academic institution in Italy
said that they try to add more practical aspects in the content of the new program to enable
their students to get the job they want after graduation. The respondent from an IT
company in Italy added: ‘yes, in each business area, the common need of customers is
predictable...But their level of expectation is not easy to understand and unfortunately, it
changed overtime’. From other business area point of view, the product manager of the

49



airlines company in Vietnam also share the same opinion that it is better to ‘keep always
updated with and be sensitive to the trend of customer’s needs’.

Further concern is expressed by the consulting manager of a financial service in Sweden
that it is necessary to evaluate project in order to keep track with initial goals and to set
basic indicators for the monitoring system. Most of the interviewees do not want to
terminate the projects for many reasons such as the amount of money invested (the project
manager of a sponsor institution for education service in Albania), their team and their own
effort and time (Project manager of Center of Agriculture Technology Transforms)
together with their relationship and their credibility with the project sponsors (Project
manager of ‘Gjon Buzuku’ secondary school and the academic institution in Italy). ‘It is
also the problem of the company’s image and competitiveness in the market’, said the
Project manager of Collier International. Therefore they see the evaluation process as a
way to reduce such possibility and to save the project. The respondent from a financial
service firm in Sweden said that: ‘Because it is not a small investment, it needs to be
evaluated to make sure that its actual outcome is what we want. Once the project is
started, we would try not to kill it even things changed, we evaluate the deviation and make
adjustments accordingly’. The same purpose is mentioned by the respondent from a
banking association in Albania who deals also with big investments. They find deviation a
better solution when something happens during project implementation. In additional, all
nine respondents have the same opinion in doing end project review to see if the project is
success or not and to gain lessons. For instance, the project manager of the academic
institution in Italy mentioned that they are doing the review to see if the education program
that they are providing has any problems, so that they could improve for the next time.

The project manager of AMC, Albania concerns also the impediment and wasting time of
the project. She said that ‘the purpose is to find the best shortcut which will shorten the
procedure and make possible to have a quick service launch in order to be competitive in
the market.” The project manager of an IT company in Italy is a supporter of this opinion.
The time to market is however, not a main target of other companies while evaluating NSD
projects. On the other hand, four respondents from Collier International, Kaupthing bank,
an academic institution in Italy and a financial consulting firm in Sweden mentioned that
the project evaluation is undertaken to ensure that the companies chose the right customers
and that the companies have enough capacity enabling them to give valuable services to
their clients.

Although nine out of eleven respondents, due to their positions, did not discuss much about
the investment appraisal, they all advocated the previous literature (Day, 2007) that it is
necessary to see if the project is worth to do given the novelty of service. However, the
other two respondents who hold the position of sponsor or who come from the Steering
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Committee emphasized very much on this purpose. They stated that their objective of
evaluating NSD projects is to choose from their portfolio the most profitable and the most
strategic fit project under the resource constraints. One of them said that: ‘Our budget and
resource are limited... We need to evaluate project to ensure that our investment is right.
This is especially important to new service projects as they are more risky but they
generate larger impact and give bigger chance for the company to be more
competitive...However, we do not want to hire people and pay more for the project without
seeing any feasible outcomes’.

In concluding this question, five purposes of project evaluation for NSD are agreed by the
majority of respondents: (1) Align service quality with customer’s expectation overtime,
(2) Keep track with initial indicators and set basic indicators for monitoring system, (3)
Save project, (4) Gain lessons; (5) See if the project is worth doing.

3) Could you please explain the process of evaluation for NSD projects applied by
your company?

When summarizing the answers of this question, we found that different respondents focus
on different parts of the evaluation process.

Two interviewees said that they evaluate the NSD projects as a business case before the
project start. The project manager of the Albanian Association of banks described that the
Steering Committee will read carefully the proposals, identify the aims and the customer
group that the project target. They will then, discuss the benefit and the opportunity cost of
taking the projects from strategic point of view. Discussing about this process, he
continued: ‘it is strictly important to assess the level of alignment between project specific
objectives and the overall corporate missions. We can use either the balance score card or
tree analysis to ensure the development of new service is not out of our goals’. In the
meetings among steering committee, they determine both positive and negative impacts of
the projects on various aspects. The project manager of a sponsor institution in education
in Albania stated that there is always a group of senior analysts assessing and analyzing the
proposals carefully from different perspectives such as cost, benefits, feasibility, market
impact, stakeholder interests, etc. and reports the results to the committee. Once again, he
emphasized the communication among the committee’s members is crucial leading to the
decision.

The majority of respondents (nine out of eleven) discussed more about the evaluation
process during the implementation of NSD projects. Some of them expressed the serious
concern on setting evaluation criteria. The project manager of a consulting firm in Sweden
stated that ‘we need to establish a set of criteria at the beginning of the project to have a
basis for further evaluation steps’. To support this, the product manager of an airline
company in Vietnam said ‘we compare actual results with estimated parameters to see how
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we are doing’. However, other activities are fairly different among the respondents. Three
of them raised an important fact when evaluating NSD projects that their evaluation
process is carrying out together with the development of NSD and in very simple way. The
respondents from Kaupthing Bank said that they are just talking to customers to get
feedback from them and come back to develop the service base on their requests. The
project managers of a consulting firm in Sweden and Collier International, the I'T company
in Italy share the same opinion, one of them mentioned ‘our service is mainly man power,
the only thing we have to evaluate is our staffs’ performance and this evaluation comes
from our clients. However, as a project manager, I have to keep my own data to double
check the validity of the feedback from customers and assess our people base on the
contracts’ terms and our internal check lists’. The other two schools from Albania and
Italy also look at students and staffs’ feedbacks to evaluate if the project is delivered as
expected or not. Some industry indicators are used to appraise the quality of project.
However, they are all agreed that customer analysis is important during the evaluation
process as it helps them to ensure the quality of project match with customer’s
requirement. Besides, ‘internal discussion gives useful information for the evaluation
process’ as stated by a respondent from the Italian IT company. Other respondents also
support this. On the other hand, the process is more complicated in the case of AMC; the
Center of Agriculture Technology Transforms and the airlines company in Vietnam.
Project managers of these companies assess the deliverables and time remaining for the
project implementation using project software. Beside, the Vietnamese product manager
said that ‘I record the cost of the project everyday base on the reports from our staffs and
from the financial controller and compare it with the estimated numbers to keep track with
the budget of the project’. The AMC project manager give supplementary opinion by
saying that ‘ I meet the IT managers everyday to ensure that the system of the new service
is running well, otherwise we will have to find solution to fix it right away’.

All interviewees said that they review the project in terms of the initial indicators to see if
the project is success or not. For instance, the project manager of AMC looks at the
revenue actually generated from the new service after the first launch. Or the product
manager of the airline company in Vietnam determines the volume of customers using the
service in the next month. While the University in Italy use survey to see how many
students get job right after the course.

Among the interviewees, one of them said that they do not do also the investment appraisal
as their responsibilities is only to implement the project while their project sponsor which
is another institution will do investment appraisal as well as project review.

In brief, the common evaluation activities mentioned by the majority of respondents are:
setting indicators, strategic analysis, customer analysis, discussion, actual versus estimated
comparison. However, the data collected from the interviews regarding the NSD
evaluation process show that there are different ways of doing evaluation along the life
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cycle of project. Depending on the purposes, the evaluation process is carried out
differently by different people.

4) What are the techniques that you are using for evaluating NSD projects?

In response to this question, most of interviewees highlighted that it depends on the
objectives of the project to use different tools and techniques. Amongst the most common
tools mentioned by respondents are positive net present values, greater internal rate of
return in compare with weighted average cost of capital, and the payback time. Talking
about these financial tools, the respondent from the Italian University said that ‘Of course,
these financial numbers are measurable and they give us a clear idea of how big the profit
could be’. Besides, the real options analysis is recommended by the respondent from AMC
as particularly crucial for innovation projects because it answers the question of how to
measure the value of flexibility which very much related to any NSD projects. However,
none of the other eight respondents mention this technique during the interviews.

Regarding the non- financial techniques, the product manager of the airlines company
operating in Vietnam uses SWOT analysis to evaluate NSD projects from four basic
aspects: strength, weaknesses, opportunities and threats. Moreover, the Collier
International project manager emphasised that they do not use financial tools to evaluate
their NSD projects. Instead, they use non financial techniques to evaluate their projects
such as communication, survey, workshops. The respondents from another consulting firm
in Sweden, AMC, the IT Company in Italy and Kaupthing Bank also brought up the need
to use these non-financial tools to evaluate the intangible results.

For the sponsor institutions like the Albania association of bank (AAB) and the institution
for educational service in Albania, the logical framework for project evaluation is used.
The respondents from AAB said that: ‘By using this framework, we could evaluate the
overall impacts of the new service, not only to the company but also to the society’. The
other project manager put in another concern when applying this framework which is the
sustainable success of the project. Besides, the AAB’s project manager also uses the
balance scorecard to evaluate the NSD project.

However, we saw a consensus among interviewees to combine various tools in doing
evaluation for NSD. Besides, it is raised by the respondents that specific techniques could
be applied by one project but may not suitable to others.

5) What are the difficulties and challenges in the evaluation process?

While asked this question respondents mentioned several challenges and problems that
affect the project evaluation process.
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During our interviews one of the respondents from an airline company in Vietnam said that
‘communication channel is crucial for us when we evaluate projects in our company’.
Also the respondent from AMC said that gathering information is a big challenge for them
during the evaluation process. She stated that ‘one of the implications of our projects
evaluation is information reliability. We pay much attention on the feedback and feed
forward process and we care a lot about the reliability of the information gathered’. The
respondents that we interviewed from Kaupthing bank in Sweden, the sponsor institution
for education service or the Albanian Association of Banks, stated that the major challenge
they face when evaluating the performance of Project Manager is to get the honest
comments from the project team. However, in one of the case, the project team members
are very expert and powerful and therefore, they are very straightforward in evaluating
their manager. .

Another difficulty added from a company in Vietnam offering banking services, which is a
multinational company operating in many cities and countries, is the fact that company
structure and procedures complicate the evaluation process. The respondent from this
company stated: ‘Most of our new services are related to IT...When a project is developed,
we have to ensure that new system would not have negative impact to other countries’
procedure’. However this fact is not noticed by other big companies such as the Swedish
airline and EON. The respondents from EON (as also mentioned when analyzing this case
study in section 3.4.2) stated that even though they operate in five different regions, they
normally have the same investment council doing evaluation for projects in different
countries.

Nature of the project were mentioned and emphasized as a problem by some of the
respondents from companies such as EON, AMC and the airline company operating in
Sweden. One of the respondents from EON stated: ‘we find no unique elements to measure
in NSD project, most of the criteria we take into consideration when we evaluate our NSD
projects depend very much on the nature of the service offered’. The respondent from
AMC added that projects are launched from different departments regarding the nature of
the new service offered and different departments use different criteria of evaluation.

Some respondents stressed that evaluating soft result is not easy, more challenging and
there are no standard way to evaluate such result. The respondents from both the airport
company in Sweden and the airline company in Vietnam expressed their concern on this
issue. One of them stated that ‘it is difficult in new service projects to measure soft results
such as prestige, competitiveness and social effects’. The project manager and project
sponsor of a secondary school in Albania supported this when saying that the social impact
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is important for their project, however they find it not easy to measure such impact and
normally it takes quite long time to see the real impact.

Intangibility as the main characteristic of services was added to the list of challenges
mentioned by respondents. One of the respondents from an airport company in Sweden
stated that ‘it is difficult to evaluate NSD projects because of sentimentalism, subjectivity
and feelings or mental and spiritual state of customers in the specific moment when asked
about the service offered’. The same problem was emphasized also by the interviewee
from the banking company in Vietnam who stated that ‘it is hard to measure the invisible
value in NSD projects’. While the respondent from a Swedish airline stated: ‘Our projects
are mainly related to IT services and because of their fragile nature we face difficulties
during the evaluation process’.

Customer involvement was stressed as the biggest difficulty by all the respondents. All
their opinions about this challenge can be represented by the statement made from the
respondent of Kapthing Bank who said that ‘it is really difficult to get customer involved
and most of all get their honest evaluation’.

The challenge of risk assessment was brought into attention during the interview with the
Investment Steering Committee member from EON. He stated that they have to involve a
company that offers risk assessment services. He further added ‘our projects are big and
last log and they are associated with a high risk. Risk assessment is difficult for us as it
includes a lot of costs and is related to many unpredictable factors such as the exchange
rate tendency for long periods of time’. This difficulty was emphasized also from the
respondent of the banking sector in Vietnam, as risk is always a big concern to banks.

However, the respondent from Collier International operating in real estate’s sector said
that the company is not facing any considerable challenge during project evaluation. She
further stated that ‘usually it is an easy process for the company to evaluate and select the
appropriate projects .

6) Do you recommend a set of evaluation criteria that you use for your work?

Interviewed companies have similar criteria of evaluation which they consider as ‘set of
criteria’ in project evaluation, but the importance they give to each criteria vary from
project to project based on the nature of service offered. This question generated the
following information regarding criteria of evaluation for NSD projects.

Profitability is considered as important criteria of evaluation from the majority of
respondents. A respondent from a bank in Vietnam said that ‘We only accept the project
that brings profit to us. There is no reason to do business without having profit’. To
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support this, Collier International respondent in Albania states that ‘the less risky and the
more profitable the project, the more chances the client has to be selected’. Furthermore,
the respondent from EON said that they look at incremental growth from year to year in an
investment in order to measure the profitability the company will have from a certain
project’. Moreover the respondent from a company in Sweden dealing with airport services
said that they are ‘selecting projects benefiting from scale effect already now or in the
future’.

In addition to profitability criteria, Production cost is mentioned to be a relevant criterion
that is taken into consideration during project evaluation. The respondent from the
academic institute in Italy claims that ‘we can select also projects that are not much
profitable just because they are asked from important clients for us, but at least the project
revenues should cover the costs’. One of the respondents from EON stated that ‘we get in
principle three criteria: revenues, production costs and investments’. The respondent
further stated ‘These operational criteria drive us in a financial analyses by accounting
complete profit and loss, preparing the balance sheets and cash flow analyses for each
vears of the project life cycle. Moreover, key figures are calculated and the most important
ones are presented in Summary outputs report including graphs as well’.

Another criteria mentioned by respondents is the Return on Investment. Mainly the rate of
return on investment is calculated by companies by using methods such as pay-back
period, present value after initial investment, Nominal Internal Rate of Return post tax, etc.
All respondents from fourteen companies agree on these above financial indicators as a
tool to evaluate project. In addition to these methods, the respondent from EON said that
they use also indicators such as Weighted Average Cost of Capital (WACC) or the Return
On Capital Employed (ROCE). Although, one of them said that ‘it depends on the specific
goal of each project, the main investment criteria are chosen’, another respondent stated
that it is return on investment shows the real profit of the project to shareholders...it is
necessary to consider this aspect’. Some other respondents also mentioned this point.

Strategic fit is one of the most important non financial criteria which were mentioned from
all the respondents. The respondent from the academic institute in Italy stated that ‘we
cannot undertake all projects offered, it should strategically fit to our strategy, objectives
and goals as well as the activity of our institution’. In addition the respondent from the
Centre of Agriculture Technology Transform claimed ‘we have to make sure that our
projects are in alignment with our strategy and they fulfil also the international monitoring
standards our country adopted ’. Furthermore, scope is emphasized by the respondent
from Collier International in Albania that states ‘the project should be within the scope of
work of the company as well as should not have conflict of interest with other
departments’. Resource management is added as part of the strategic fit criteria. The
respondent of the academic institute in Italy claims that ‘i is very important to control and
keep within the budget. Never ask for extra budget to the project sponsor’. He continued to
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stress the importance of resource management by saying that ‘we cannot undertake a
project if they do not have available staff or enough qualified staff’. Moreover, respondents
from the interviewed companies argued that management skills play the main role and
project management quality is taken into consideration on the evaluation of projects during
their whole life cycle as a strategic issue. As for its importance, one of the respondents
from the secondary school ‘Gjon Buzuku’ in Albania said that they are considering to
involve in the project an external consultant who would help with advices on developing
and re-enforcing internal management. Respondents stress the importance of an effective
project management related to resource management, staff appraisal, project activities,
quality of project and risk significance. In addition, the respondent from Collier
International stated ‘we are careful on managing our human resources. We use man power
as main indicator to evaluate their involvement in project’.

Other criterion of evaluation is customer satisfaction and involvement which was
mentioned explicitly by twelve and implicitly by the remaining four respondents. In fact,
all of them came up to the same position regarding this criterion. One of the respondents
from EON said: ‘We put our customers first and by doing so we provide excellent service
and value. We currently provide reliable power and gas solutions for around thirty million
people in almost thirty countries around the world’. The project manager of an airport
company in Sweden emphasized all the time during the interview that this factor is crucial
in both the development of NSD project and in the evaluation of NSD. In the IT Company
in Italy, the involvement of customers into the testing period is necessary to see if the new
service fit well with the requirement of customers.

Environmental concerns and Corporate social responsibilities (CSR) is another criteria
mentioned by some respondents such as EON, FBSH, Centre of Agriculture Technology
Transform. They commented on this criterion as a concern related to environmental issues,
job creation and governmental regulations. Environmental concerns were especially
noticed during the whole interview with the respondents from EON and Centre of
Agriculture Technology Transform. EON mentioned ‘the company is very much concerned
about climate protection and always keeps in mind to be ‘environmental friendly’ while
selecting in which project to invest’. Also the respondent from the Centre of Agriculture
Technology Transform said ‘we are primarily concerned with environmental protection’.
Regarding job creation EON stated ‘when we undertake our projects we also think about
our responsibility to create jobs for the community’ and the sponsor of education service in
Albania said ‘we measure our project based on how many contracted members it was able
to involve’. Regarding governmental regulations the respondent from the Centre of
Agriculture Technology Transform stated as mentioned also before ‘...we have to fulfil
also the international monitoring standards our country adopted’.

Information quality was mentioned from five companies such as EON, the Swedish
Airport Company, AMC, the airline company in Vietnam and IT Company in Italy, as an
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important criterion that they take into consideration while evaluating projects. The
respondent from the airline in Vietnam claimed ‘I would like to emphasize that we are very
careful about the information obtained during the feedback process from our customers
and we pay attention on how we transmit this information to different levels on the
organization.” While the respondent from IT Company in Italy stated ‘we select projects
based on customer needs. Therefore we are very much concerned with accuracy and
relevance of the information we gather from the market research’.

Stakeholders’ involvement and their attitude towards the project is considered as a
facilitating factors from ten respondents from both case studies and semi-structured
interview. However, the respondent from the Centre of Agriculture and Technology
Transform stressed ‘we have very strong relationship with our stakeholders and they help
us continuously with new regulations issued from government or agreements regarding
international standards of monitoring’.

Moreover, relationships with stakeholders are mentioned as important criteria by almost all
the respondents but some respondents from companies such as the IT Company and
academic institution in Italy, the banking company in Vietnam, and the Centre of
Agriculture Technology Transform in Albania, mentioned particularly the importance of
Improvement of Relationship with stakeholders. The respondent from the IT Company in
Italy said ‘Well, we do have cases that we select projects because our clients need
additional services even though we don’t profit much from that particular project.
However, we see our benefit in this case is long term, related to customer relationship
improvement’. In addition the respondent from the banking company in Vietnam stated
‘...by launching new services we try not only to gain new clients but also improving our
relationship with the existing one’. According to the respondent from the academic
institution in Italy ‘effective project management should take care in solving problems
promptly with stakeholders for better relationships in the future’. Also the respondent from
the ‘Centre of Agriculture Technology Transform’ commented that the relationship with
stakeholders, especially project sponsor, is a determinant factor.

Image is also considered by most of the respondents an important criterion of evaluation.
The respondent from academic institution in Italy stated ‘a good image of the project will
increase the number of applications which in our case means that the project and the
service offered through it is good and attractive for our new clients’. In addition the
respondent from the Asian airline company stated ‘we take care of our prestige when we
select projects’ and the senior manager from the airport company in Sweden added ‘we are
very much concerned with soft results of the project and we want to achieve a higher
image of our company from one project to the next one’. The respondent from AMC
further commented ‘from the brain storming with all employees we chose only new ideas
that will be transformed in projects which will improve the image of the company’.
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Credibility of customer is strongly taken into consideration by companies such as, Collier
International, a company offering banking services in Vietnam, a company operating on
consultancy service sector in Sweden and another IT company in Italy. One of the
respondents from EON stated: ‘we are doing big investments of long duration to a specific
client and it is crucial to evaluate how much credible the client is. We have to make sure
that the client is not going to be bankrupted soon’.

On Time Project Delivering was mentioned during the interview with the respondent from
an IT company in Italy who stated ‘we always keep in mind that we should deliver on time
the new software to our client. But we also evaluate if the time spent to deliver a service to
our client is worth for the profitability the project will generate’. But he further added that
the criterion of time is also related to the fact how urgent a need is and the time available to
the company to fulfil the specific need of the customer.
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S FINDINGS AND DISCUSSION

The structure of this chapter is developed based on the three main purposes of the study
mentioned in chapter 1.

= To understand the purposes of project evaluation in respect to NSD projects

= To develop the process of evaluating NSD projects

= To identify the set of criteria that service companies consider while doing
evaluation for their NSD projects

This chapter discusses the findings collected from both case studies and interviews while
referring back to the theory in order to give implications and find the answer for the
research question which is:

‘What are the key evaluation criteria for New Service Development (NSD) projects?’

5.1. Understanding the purposes of project evaluation in respect to NSD
projects

Through the study of the three cases and the interviews, we found that there are two ways
of looking at the purposes of project evaluation for NSD. The first one is to look at the
project from the sponsor’s point of view. This group conduct evaluation in order to pursuit
the following three purposes:

(1) To appraise the worthiness of the investment or to prioritise project portfolio.

(2) To assess the performance of the project manager and to ensure the project is on the

right track.
(3) To enhance the organizational learning.

All the data collected from both cases and interviews agree on the above three purposes.
Besides, the previous literature also pointed out these three objectives of organizations
when doing evaluation for NSD projects (Ye and Tiong, 2000; Mohamed and McCowan,
1999; Chapman, 2005). Besides, Wholey et al. (1994) emphasized the main aim of project
evaluation is to support the decision making procedure which was implicitly mentioned by
all the respondents who are the representative of project sponsor. The activity goes after
evaluation is deciding whether to take the project or not, to continue with the project or
not, to take the next part of the previous project or not. Hence, the implication of this is in
both practice and academic world, evaluation is used by project sponsor as a tool to set
basic for decision making process, to ensure and protect their investment throughout the
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whole life cycle of NSD projects. Besides, this shows the consensus in the purposes of
project sponsors while doing evaluation, regardless the nature of project.

Secondly, by looking at project from the project manager view, there are five purposes that
the project managers take on while doing evaluation for NSD projects. The first four
purposes are associated with the implementation of project while the last one link to the
end project evaluation process:

(1) Keep track with the common goals

(2) Improve the ability to respond quickly to the market

(3) Align service quality with customers’ expectation overtime

(4) Enhance team member’s commitment and productivity to project

(5) Gain lessons for the next generation of projects

Three of the above purposes (1) keep track with the common goals, (3) align service
quality with customers’ expectation overtime, (5) gain lessons for the next generation of
projects were mentioned explicitly in both cases and interviews. Among the three
purposes, keeping track with the common goals and gaining lessons are the same with
purposes of project sponsor discussed above. This means that organizations concern very
much on keeping control the project implementation while promoting organization
learning as well. These purposes are consistent with the recommendations of IDRC and
APM (2006) and emphasise the trend of evaluation moving further to ongoing learning
rather than just measuring in today’s market (Brown and Remenyi, 2002). Knowledge
transfer and learning is the basic for innovation and thus, become even more critical to
NSD projects. Moreover, our respondents expressed their serious concern to the alignment
between service quality and customer’s expectation during the evaluation. As discussed by
Kelly (2000), the quality of service and the experience of customers on the service vary
every time the service is purchased, it is necessary to verify their expectation all the time to
ensure the satisfaction of customer on the service. The fact, however, was not emphasised
much by researchers in project evaluation. This shows the specific difference between the
aim of evaluating NSD and that of NPD.

In addition, the three cases emphasised on (2) the ability to quick respond to the market
and (4) the commitment and productivity of the project team. Although, the interviewees
from other eleven companies did not mention the same terms, they discussed their concern
of saving the projects. For us, in order to save the projects, there are two conditions that
companies should take care of: internally, the productivity and commitment of the member
toward the project goals; and externally, the possible issue coming from the market. Thus,
it could be implied that the same concerns are given to all respondents. Regarding the
ability to respond to the market, Frechtling (2002) somehow mentioned this by saying
‘evaluation provides new insights or information that was not anticipated’. However, the
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researcher stopped at the information collected while practitioners go beyond that by using
the information to react to the environment. This shows the proactive attitude of project
managers in corporate world toward the uncertainty economy. At the same time, enhancing
team members’ commitment and productivity to project was mentioned by most of
previous researchers in project evaluation such as Ye and Tiong (2000), Mohamed and
McCowan (1999), Chapman (2005), Vakola, (2000), Caulley, (1993), Vakola (2000),
Segone (1998), Fabey et al. (1992).

Although literature do not distinguish the purposes of conducting evaluation for NSD
projects from two different considerations (project sponsor and project manager), the
findings reveal that there is not much difference between theory and practices in the
purposes of doing evaluation for NSD. This is to say, companies doing NSD projects,
academics and project evaluators are all looking at similar objectives while conducting
evaluation for NSD projects. In addition, there is no significant difference in the purposes
of doing evaluation in NSD projects with those in any other type of project, apart from the
aim to align service quality with customer’s expectation to provide value- added service to
them. This implies that in NSD projects, customer’s involvement is more critical to the
success of project than that in NPD projects.

5.2. Developing the process of evaluating NSD projects

In consistence with the previous studies of McNamara (1994); Steven et al. (1993); Farbey
et al. (1992), the results from both case studies and interviews proved that all companies
carry out project evaluation throughout the life cycle of projects. This shows the
importance of project evaluation at anytime and in any type of project in both academic
and practice. There are three phases of project evaluation for NSD, pursuing different
purposes as discussed in section 5.1. They are:

Phase 1: Investment Appraisal
Phase 2: Performance Evaluation
Phase 3: End Project Review

Although three phases are named differently from the phases discussed earlier in the
literature review in chapter 2, the meanings are similar. Referring back to the work of
Steven et al. (1993), the Investment Appraisal phase is carried out at the same period with
the Planning project evaluation; Performance evaluation includes similar activities with the
Formative project evaluation; and the End Project Review is taken after the project
completes as it is with Summative project evaluation. However, this way of classifying
project evaluation process is better in the sense that it explicitly states the key activity and
purpose of doing evaluation in each phase.
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In addition, we found that there are two main groups of people doing the project evaluation
and a Reference group.

These two groups are:
Group 1: Project Sponsor including: The Funding Group that could be either
external institution or the company’s Management Board and the representatives
of project sponsor such as: the Investment Council, The Steering Committee.
Group 2: Project Manager.

The involvement of reference group in the evaluation process is to facilitate the
implementation of NSD projects given the novelty of service to the organizations. This
group could come from different departments of organization, from suppliers and also
from customers to give relevant advices to the project team during the development of
projects. Although, the two main groups are mentioned by both cases and interviewees, not
all companies are having the Reference Group. However, we see that the presence of
reference group is essential to the evaluation process in NSD projects because it was raised
by Alam and Perry (2002), Shneider and Bowen (1984); Jong and Vermeulen (2003) that
opinions of customers and internal staffs are key factors that influence the opportunity of
innovation as well as the possibility for NSD projects’ success. Hence, the participation of
the reference group in the evaluation process for NSD projects is of importance.

Besides, it reveals from the above empirical data that each group is involved in different
phases of project evaluation process and with different purposes. As refer to the previous
section (5.1) on the purpose of project evaluation for NSD, group 1 evaluates the project as
a business opportunity while group 2 evaluates the performance and progress of the
project. Therefore, the project sponsor starts evaluating projects from the first phase until
the last phase whereas, the project manager only starts assessing the project from the
second phase and together with their sponsor look back to gain lessons in the last phase of
project evaluation. While the project sponsors’ role in the first phase is crucial, they act as
minor player in the next two phases.

As seen from the three cases (section 4.1), the investment appraisal is carried out, mostly
by the Project Sponsor group, prior to the project implementation to justify the decision to
develop the new service. Once the project is approved, the project manager is assigned and
leads the project team to develop new service. During that period, the project manager
keeps on evaluating the progress and performance of the project team and report to the
Steering Committee on the weekly or monthly basic. After the official launch of the new
service, the Project Manager and the Steering Committee holds a bigger evaluation to sees
what went wrong, what went right and documents for the next project improvement as well
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as for organizational knowledge transfer. This process was again mentioned in similar way
by the interviewees from other companies (section 4.2).

The following figure described by both case studies and interview illustrates the overall
process of NSD project evaluation:

Investment Appraisal Performance Evaluation End Project Review

e Prior to Project
implementation

e Carry out by Project Sponsor

e Assess objectives and
benefits of projects.

e Feasibility study and options
analysis

e Analyze impacts of projects
on various aspects

e Discuss the suitability of
projects to strategies,
context, capacity

®  Priorities and decide which
project to follow

During the implementation
of project

The Steering Committee set
evaluation indicators and
decide methods of
evaluation; sources and
means of verification

The Project Manager meet
project team to assess the
progress of project, foresee
potential issues and prepare
for corrective actions; use
financial and non financial
tools to keep update and
verify the data; discuss with
customers and related
departments to make sure
the quality of service

The Steering Committee
assess Project manager's
performance by talking with
team members, customers
to get feedbacks

Reference group provides
relevant recommendations

After the implementation of
project

Project Manager and Project
Sponsor compare the actual
data with initial indicators

Develop Customers survey to
see the market impact of the
service

Use financial reports for a
period of time to see the
sustainable impact of service
to the market and how much
the service add to business
value

Document for organization’s
learning

Figure 5-1 Overall Process of NSD Project Evaluation

From the figure above, we see that the NSD project evaluation process applied by
corporate world is quite similar to the evaluation process recommended by Bellamy et al.,
(2001). Some key activities are mentioned by both the researcher and practitioners
including project objectives and potential influential context assessment, indicators
establishment, progress analysis, and ‘actual versus estimated parameters’ comparison.
Among those activities, respondents see setting indicators one of the crucial activities of
evaluation. Oral et al., (1991) also emphasised this action. They argued that because
project evaluator has to refer back to the initial criteria to keep the project on the right track
and to move the project toward the common goal all the time, a judicious evaluation
criteria set at the beginning enhances the success possibility of the evaluation process.
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Beside, to confirm the previous studies of Steven et al. (1993); McNamara (1994), most of
the respondents from the interviews and cases mentioned collecting information through
communication as a big part of evaluation process. The feedback and feed forward channel
is therefore of special concern by both academic and practice during the evaluation
process. In general, the model collected from practices show more detail on each activities
of evaluation process which turn out to give a clearer idea of what should be done, who
should do and when should do the evaluation. In addition, the new model goes through the
whole life cycle of the projects providing a sufficient understanding of the evaluation
process. However, in order to have more detail perception on each evaluation phase, we
would like to recommend the model illustrated in section 4.1.2.

As suggested by Gardiner (2005), Lopes and Flavell (1998), Abdel-Kader and Dugdale
(1998), Stokdale et al. (2006), the following analyses are undertaken throughout the project
evaluation process for NSD projects:

= Strategies analysis = Risk Assessment

= Stakeholder analysis = Capacity analysis

= Market Impact analysis = Feasibility study and options analysis
* Financial analysis = Assumption analysis

The findings from our empirical study have positive indication to this. In addition,
respondents from both cases and interviews expressed their emphasis on strategic analysis
and customer analysis as the most common and critical parts of their evaluation process
(see chapter 4). Although previous studies on project evaluation mentioned stakeholder
analysis as one of the key activities (Steven et al., 1993; Ortengren, 2004), practitioners of
NSD evaluation pay more attention to one group of stakeholder: customer. Despite of the
critical role of customers in the success of any business, the issue is more sensitive to
service industry as it is customers who set the standard for service rather than any physical
indicators. This fact, once again, confirms the discussions of NSD researchers like Kelly
(2000), De Brentani (1991) and Lovelock (1983) about the variance of customers’
experience and demand to services, leading to a need to analyse this group all the time.
Also, customer analysis is considered as part of market impact analysis by most of our
respondents. In addition, we found that, capacity, assumption, feasibility analysis are not
mentioned much by respondents. This fact, however, does not mean that those aspects are
discounted by them but they are considered as part of strategic analysis. One respondent
stated that: “To us, capacity, feasibility, or assumption analysis are included in strategic
analysis and should be assess prior to the decision of developing the service...We would
never develop an idea if it is out of our scope or capacity’.

Furthermore, according to respondents, an early analysis and evaluation influence
positively to the success of the launch as the time to market is more critical and shorter in
service industry in comparison to that in manufacturing industry.
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Regarding the tools and techniques, the responses from cases and interviews show that the
evaluation tools are used variously in each evaluation phase as well as by different among
evaluators’ groups. Small (1998), Ballantine and Stray ( 1998) and Miiller (2003)
suggested some financial measurements from which project evaluators could look at to
assess the projects such as Net present value (NPV), return on investment (ROI),
Discounted cash flow (DCF), Internal rate of return (IRR) or Pay back period. Most of
respondents confirmed that those basic financial indicators are used all the time when they
do evaluation for NSD projects. On the other hand, the use of non-financial techniques is
also emphasized as necessary to evaluate the market impact of the new service. According
to Doloi and Jaafari (2002), simulation is a helpful method to test how the project works
and what are the possible problems of the project. Also, Fox and Baker (1985) particularly
recommend simulation or experiment to the evaluation of innovation projects. The
respondents from our empirical study are not only agree with this suggestion but also
emphasize that simulation, survey or direct communication are even more important tools
to customize their service. This reveals the consensus among practices and theory on the
evaluation methods while indicating the specific needs of more non-financial method for
evaluating NSD projects given the intangibility trait of service products.

The implication of this finding is that although the tools and techniques applied are similar
between academic and practices, the process of project evaluation for NSD is rather
complex due to the specific characteristic of NSD project. Particularly, it requires more
customer involvement and more discussion among different groups. Also, the project
evaluation process for NSD is simultaneously taken with the development of new service
which complicated the process. Hence, project evaluators for NSD projects should always
keep in mind the critical role of customers when performing evaluation. More than that, in
order to be success, practitioners of NSD project evaluation ought to improve
communication skill as it is needed to get appropriate information from different
stakeholders.

5.3. Identifying criteria that should be carefully evaluated to ensure the
success of NSD projects

5.3.1. Challenges in evaluating NSD projects

The data collected from case studies and interviews reveal several problems in evaluating
new service development projects. Some of them are related to the special characteristic of
new service while some are associated to the project evaluation in general. Most of the
challenges are in consistence with what have been found by previous studies on both
project evaluation and new service development. The main difference between literature
and practice is related to the tactical concern of academic versus the more dynamic attitude
of practitioners.
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An airline company operating in Vietnam mentioned (as previously illustrated in section
4.2) communication channel as a challenge in their evaluation process whereas the
Albanian telecommunication company AMC added that they are having difficulties to
gather reliable information. This confirmed the argument of McNamara (1994) that sources
of information are very important and lack of good communication channel may lead to a
wrong evaluation results which dramatically affect the decision making procedure. The
problem calls for more attention and effort on how to enhance the feedback and feed
forward system within companies as well as with external stakeholders in practice.
Moreover, there should be a clear verification process to validate the information collected
through the evaluation period which improves the quality of the evaluation process. The
willingness of people to participate and provide value comments allows the evaluation
results to be more reliable which turn out to ensure the success of NSD projects.

Although companies are trying hard to improve communication mechanism by flatter the
company’s structure, some multinational or large companies are still considering
company’s hierarchy and procedure as a factor that complicates the evaluation process of
NSD projects. By analyzing our data collected through interviews with several companies
in different countries, it came out that in some companies, (such as the banking company
in Vietnam), where the decision making is centralized in one regional office, it is not easy
to come up with common evaluation indicators. Some evaluation criteria are not agreed
among the regional office and local branch resulting in slower the evaluation process and
influence the quality of the evaluation results. This problem however was not notified by
previous studies.

Another issue leading to the difficulty of setting evaluation indicator which is the nature of
the projects was raise by our respondents. Gadrey et al. (1995) comment about the
differences in the nature of different types of new service development projects. According
to him, the choice of evaluation criteria varies among sectors due to the particular feature
of each. The consensus between research and practice on this issue implies that although,
setting indicators is a key activity in the evaluation process as recommended by Bellamy et
al. (2001), it is more complex and need to be applied in a more flexible way in practical
world.

It appears from both cases and interviews that soft results lead towards evaluation
difficulties or problems. The respondent from the airline company operating in Vietnam
brought into attention of our data analyses the difficulties associated with measuring
intangible outcomes generated from the new service. He stated (as mentioned in section
4.2) that they are facing difficulties to evaluate prestige or social effects of the new service
to the company. This fact explained why there was a lot of effort in the academic work
(Miiller, 2003; Ballantine and Stray, 1998; Turner, 1995; Akalu, 2001) regarding the
measurement tools in evaluation process such as NPV, IRR, payback period, discounted
cash flow, etc. However, the non- financial aspect of projects could not be evaluated
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simply by those numbers. The long term impacts of the new service to the organization’s
development, the window opportunity which the new service opened up to the firms are of
more concerned by companies, particularly from a strategic point of view.

The measurement issue becomes more serious in new service development projects due to
the Intangibility characteristic of service. Therefore the evaluation of NSD projects is
more complex than the evaluation of NPD projects. The opinion of the respondents from
the Swedish airport company and a Vietnamese company (refer to section 4.2) about the
difficulties of project evaluation was that in the case of NSD evaluation there are not many
specific or standard criteria to assess because of their intangible value.

Even though, all the interviews came into the same position that it is very important to
involve customers into project evaluation, the challenge associated to the novelty feature of
NSD projects is how to get customers involved especially to make them try the service
during the development of service. This was also raised by Thomas (1978) that customers
find it risky to try the new service as they could not fully examine the quality of service
prior to purchase. Therefore companies face difficulties to measure the usability of service
which is a crucial criterion of project impact evaluation. Another problem related to
customer involvement could be inferred that the comments are changed from time to time
due to the human trait of customers, the evaluation process may take longer time than
expected to get correct responses. The implication of this is that customers play a crucial
role in securing the quality of new service development project evaluation’s result.

The above characteristics of new service lead to difficulty in Risk assessment. The
respondents from EON in Sweden mentioned that it is difficult to measure risk which is
very high in service projects. In order to have accurate risk assessment and analyses they
refer to a risk analyst company.

The following table summarizes the problems faced from the companies. It illustrates the
consequences in evaluation process and the impact on evaluation criteria.
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Table 5-1 Challenges in evaluating NSD projects

No. of Source of problem Consequence
respondents
10 Communication channel - Wrong results of evaluation
- Low stakeholder involvement in evaluation process
3 Company structure and - Difficulties on determining indicators
procedures - Complicated evaluation procedure
6 Nature of the project
8 Soft results - Difficulties on measurement of prestige,
— — competitiveness, social effects.
11 Intangibility characteristic o .
- Subjective evaluation
17 Customer involvement - Subjective evaluation results
- Time consuming
5 Risk assessment Difficulties on measurement of project profitability

5.3.2. Proposition list ranked by respondents

All the respondents were kindly asked to rank a list of main criteria considered from
literature as crucial. The criteria are ranked by assigning 1 to the less important and 8 to the
most important criteria. The list was ranked by sixteen respondents instead of seventeen as
two respondents coming from a company said that they are applying a common set of
criteria for their evaluation process. Some respondents have given the same grade to
different criteria as they consider these criteria to be equally important. Although the
respondents come from different service area, they assigned grade to same list of each
criteria based on their experience on project evaluation. Therefore it could be said that the
results for the prioritization of each criteria should be accepted with a confidence level. A
bar chart with two columns is chosen to present the data (refer to Figure 5.2).
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Figure 5-2 Key Evaluation Criteria in % (ranked by respondnets)
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In order to give a common evaluation rate to each criterion ranked by the respondents, the
graph is established to describe two main points:
= The level of importance given to each criteria (percentage)
= The percentage of respondents (over 16 respondents) ranked a particular
criterion as very important with grade 7 and 8.

It is obvious from the graph that ‘marketing criteria’ is considered as the most important
evaluation criteria of NSD projects with the level of 16.2% ranked by all respondents.
Among them, 68.8% agreed that this is the most important criteria in the evaluation
process. The second important criteria is ‘strategic fit’ with just 1.2% and 2.5% less than
the first one regarding the level of importance and the number of respondents judged it as
important or extremely important, respectively. It is followed by ‘profitability’,
‘Information quality’, ‘facilitating criteria’, and ‘return on investment’. The least
important criteria that the companies take into consideration when evaluating NSD
projects, came out to be © Production cost’ and ‘environmental and CRS criteria’ which
was ranked with only 10.6% and 6.7% level of importance and only 18.8% and 37.5%
respondents considered these two criteria as importance, respectively.

5.3.3. Discussion on each evaluation criteria

This section discusses each evaluation criteria based on the empirical data analysed in
chapter 4 and the information presented on the figure 5.2 and the table 5.2 below. Some
personal comments are presented to facilitate the discussion.

Table 5-2 Key Evaluation Criteria (by no. of respondents)

Criteria Grade(1-8 where 8 is the most
important)

Gradeequalto |1 | 2| 3| 4| 5| 6| 7 8
Profitability (revenue, number of customer, growth) 111(0|1|2|3|6 2
Production cost (promotion cost, salary) 1|12|2(1(5|2]|3 0
Return on Investment ( NPV, IRR, cost of capital, payback period) 1|31} 2(2|1]|3 3
Strategic fit (objectives, strategy, policies, corporate values, company’s
capacity) 0j[0|0]| 3 2 6
Marketing criteria (customer satisfaction, time to market) 0 0 2
Environmental and CSR criteria 82| 1|1|1]0]|2 1
Information quality (accuracy, adequacy, appropriateness of feedbacks
and feed forward) 1|/0|0|2|1| 8] 2 2
Facilitating factors (stakeholder attitudes and participation) 1/0(3|1|0|5]3 3

Regarding the table, each cell typically shows number of respondents who assign the grade
labelled in the column to the criteria given in the corresponding row. For example, the
value corresponding to row ‘Production cost’ and column ‘7’ equals to 3 means that 3 out
of 16 respondents ranked this criteria with grade 7. The same explanation is applied to all
other criteria.
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Financial Criteria

Criteria such as Profitability, Production cost and Return on investment are grouped
together based on their financial nature. These criteria were investigated and recommended
by many authors such as Johne and Storey (1998), Ballantine and Stray (1998), Small
(1998) or Miiller, (2003). As mentioned by them, the financial aspect of a project is very
essential to evaluate projects since it provides numerical idea to project sponsor or
evaluators of how much the project will cost, how much the company will win and for how
long the revenue could cover the amount of money invested or how much shareholders
gain from the project. These are visible information that project evaluators could at least
measure and compare over time. However, these numbers have to be based on realistic
data and use suitable projection standard to avoid over or under estimation. Along the
project implementation, the data have to be kept updated to see if the project is running on
budget or how much changes influence shareholders’ value. The findings from case studies
and interviews provide the same financial criteria with the proposition list suggested in
chapter 2 and are discussed in details as below.

= Profitability

Revenue and volume of customers purchasing the new service or the incremental growth
from year to year are grouped as profitability criteria in the evaluation process. It is
obvious that the first indicator the management board or project sponsor looks at is the
possible tangible or intangible benefit that the project could bring to the firm and its
shareholders. Normally, due to the business trait of corporations, no firm would choose the
project without seeing profits. According to the analyses of case studies and semi structure
interviews, profitability is evaluated during the whole life cycle of the project. Companies
select projects based on the potential revenue the project will generate. Respondents
comment that profitability is not only important to select profitable projects since the early
stage of decision making but also during the on-going phase of the project and help
assessing the success of the project in monetary terms at the end of project. For example,
the Swedish company offering air navigation services looks at the number of passenger
using the new service to see if the service is profitable and success as expected. Another
company, EON, is also taking care of the incremental growth of the revenue over time to
ensure the sustainable growth opportunities for the company. Half of respondents refer to
this criterion as extremely important, five of them ranked this as fairly important while
only three pay less attention on this criterion shows the importance of the criteria in the
evaluation process (table 5-2).
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= Production cost

The production cost in service companies is normally related to staffs’ salary, promotion
cost, etc. It therefore emphasizes the concern of organizations on internal capacity and
used to checked whether the company able to pay for the cost generated by the
development of new service. This criterion is mentioned by some of the respondents as
important criteria which should be compared with profitability criteria in order to evaluate
the chance of a certain project in being selected or not form the company. According to the
respondent from EON, this operation criterion is used to evaluate and monitor their
projects. They use financial techniques to calculate the value of these operational criteria
for a number of years ahead. By doing so the company is able to decide if the project is
profitable or not and if the project is selected, then these records about operational criteria
are used to monitor and evaluate how the project is going during its implementation phase.
Based on the judgement of respondents, this criterion is however not much as important as
the other two financial criteria as judged by respondents. The explanation for this is due to
the difference between service and product development projects. In manufacturing sector,
production cost is rather large whereas that in service companies is not significantly a huge
investment.

* Return on Investment

Return on investment takes into consideration the amount of money the company or
project sponsor put in the project. It looks at the net value that the project shareholders
receive after a period of time. It shows the concern of shareholders to the projects while the
profitability provides company’s overall benefit. The main difference between this criteria
and profitability is that it refers to financial aspect of project while the profitability criteria
refer to accounting numbers. The data collected from our empirical study verify the
importance given to this criterion by academics and researchers as one of the key
evaluation criteria to ensure the net value that stakeholder are going to get. Almost all the
companies interviewed use the same traditional financial methods such as pay-off period,
present value after initial investment, Nominal Internal Rate of Return post tax, Weighted
Average Cost of Capital (WACC) or the Return On Capital Employed (ROCE) to see if the
project is meeting the required level. Before deciding which project to undertake the
company is analyzing the rate of return the project is making on the total capital employed
in that project.

Non Financial Criteria

According to Lopes and Flavell (1998), there are other aspects rather than just financial
numbers that companies should take into consideration during the evaluation of project
such as organizational, managerial, political, social and environmental dimensions. Lack of
those criteria could lead to failure of the projects. Results from our empirical study found
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some non financial criteria which are almost similar to the non financial criteria
summarized in the proposition list in chapter 2.

= Strategic fit

As mentioned by Alder (2000), non financial criteria related to strategic issues such as
‘strategies fit, relationship with stakeholders, competitive advantage, value chain, and cost
drive’ are very important criteria used to support the decision of selecting or keeping a
project from the planning phase until the end of project. In consistence with this,
respondents from all the companies involved in this study mentioned important issues
related to strategic fit such as strategy alignment, internal capacity and scope. Although
each of them mentioned those criteria in different ways and with various concerns, the
results from case studies and interviews support previous study and show that strategic fit
is considered among the most important criteria of evaluation.

Strategies Alignment: Respondents discussed the need to fit the objectives of projects to
the overall corporate goals as well as to the current conditions of the company prior and
during the project implementation. For instance, even though the first selection of the
projects is done based on requirements of stakeholders, the respondent from the academic
institute in Italy mentioned that in his institution the decision to take part in a project is
mainly based on strategic fit of the project with the overall strategy and objectives of the
institution. By stating this, he sustains strongly the importance of strategic fit from the
perspective of strategic alignment to the project objectives which was supported also by
some authors such as Twiss (1986); Chiesa and Masella (1996). The model of project
evaluation for NSD described in the analysis of the three cases (figure 4.3) is an advocate
to this position as well.

Improvement of Relationship with stakeholders: Building and maintaining good
relationships with stakeholders is considered as crucial criteria of success by literature
(Greene, 1988; Crawford and Bryce, 2003). In addition, what is considered as important
from case studies and semi-structured interviews analyses in not only to build good
relationship with stakeholders but also to further improve these relationship. Most of the
companies/institutions interviewed have formal and informal consultation with their
stakeholders and take into consideration while evaluating, the fact that how much the
project will improve relationships with existing stakeholders. In some of the cases, the
target of the company is not to gain short term profit but to satisfy a party’s needs which
turn out to bring long term effect to the company.

Moreover, image and brand values, as important characteristics of an organization
discussed by Farbey et al. (1992), are often mentioned by our respondents from case
studies and semi-structured interviews. They commented that these soft results are taken
into consideration when deciding to undertake a project or after the completion of the
project to see the impact of the new service to the reputation of the companies. This
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criterion presents the competitiveness and position of the company in the market.
Management or project sponsor are always consider this criterion as it contribute to the
long term development of organizations. Hence, it is more than important to take it into
account while evaluating projects.

Scope: In addition, the respondent mentioned one of the three main criteria that have been
strongly recommended by the triangle PMI model which is scope. As suggested by
Andersen et al. (2002), because scope may vary from project to project depending on the
type of service project, it is important to have a clear scope in order to go on the right track
with what have been expected. The scope of project also shows the feasibility of the
service putting in the context of the organisation as well as of the current market (Stokdale
et al., 2006). Clear and realistic goals, rights and responsibilities can only be achieved with
a clear scope.

The internal capacity of the organisations is another strategic issue that should be taken in
during the evaluation process as refer to Ortengren (2004). In service industry, people are
the key resource. The results from the empirical study show that companies concern about
the capacity available, the suitability of current quality and skills of staffs while making
decision on selecting projects. This criterion allows project evaluator to make correct
decision in choosing or replacing the project. The concern is not limited in the quality of
staffs but extend to the professional ability of project managers. Some companies (see case
studies and interviews analysis section 4) have criteria to evaluate the performance of
project managers during the project implementation to ensure that the project’s result
would contribute to the corporate value.

Credibility of customer: Although this criterion was not included in the proposition list in
chapter 2, it is implicitly associated to the strategic fit criteria because it is related to the
level of risk that the company could accept while undertaking the project. As founded from
the two case studies (EON and Citigroup) and semi-structured interviews with several
other companies, customers’ credibility is considered an important criterion of project
evaluation. In big investment projects, the quality and the reputation of clients secure the
companies from liabilities and risks. Thus, company should assess the customers’ ability to
pay for the new service offered before deciding to undertake the project. However, this
criterion is applied only to companies offering specific service to specific customers. With
companies serving a large number of customers and have no opportunity to choose
customers, this indicator is not applicable.

The number of respondents ranked strategic fit as extremely important (7 and 8) is eleven
out of sixteen while nobody thinks it is not important ( refer to table 5.2). This is to say,
academic, practical companies and project professionals are using the same criteria in
evaluating NSD projects. In spite of the specific feature of NSD, strategic fit is always a
must in the project evaluation process.
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»  Marketing Criteria

Customer satisfaction is considered very important by all respondents from both case
studies and semi-structured interviews. This criterion should be assessed during the whole
life cycle of the project to ensure the new service adds value to customers and sustain the
profitability to the organizations (Shneider and Bowen; 1984). Since customer is the user
of the service, their satisfaction is considered one of the best measurements of the quality
of service offered through the project. Whereas, quality, which is more sensitive to NSD
than to NPD (Tukel and Walter; 2001), defines how successful a project is in terms of
market impact. Thus, base on the level of customer satisfaction to the new service,
companies could check how much the project fulfilled its objectives and how much impact
the service put on the targeted market. Furthermore, the finding shows that unlike in other
types of projects, customer satisfaction is used as key evaluation criteria in not only the
project review phase but also during the implementation of NSD projects. Project mangers
evaluate the level of customer’s satisfaction by giving presentations or simulation all the
time in order to ensure the final version of service offering would meet customer’s
expectation. The quality of service is therefore could be secured and a big part of the
project success is achieved. To support this, a respondent argued that ‘The more satisfy the
customers give to the new service during the development of service, the less time needed
to redesign and test the new service.. It reduces time to market of the service and the
duration of the project’. This links to another aspect of marketing criteria- Timing.
Although, this criterion was not much mentioned explicitly by respondents in both cases
and interviews, it was implicitly referred to as one of the evaluation criteria in NSD
projects. The time could be time to finish project which turn out to be the time to market.
The criterion of time is also related to the fact how urgent a need is and the time available
to the company to fulfil the specific need of the customer.

As shown in table 5.2 the marketing criteria was ranked as most important evaluation
indicator in NSD projects with eleven people consider it as extremely important (7 and 8)
and the remaining five people refers to it as fairly important. Nobody is under- rating this
criterion. This criterion is even rated higher than strategic fits with 1.2% more in the level
of importance ranked by all respondents and with 12.5% more in the number of people
rated it as the most important criterion. However, the emphasis was given to customer
satisfaction aspect. This is consistence with literature such as Den Hertog (2000),
Gronroos, (1990) in service that customers’ assessment is essential in the development of
new service. The results present the critical position of this criterion, specifically to new
service development projects.

= Environmental concerns and Corporate social responsibilities (CSR)
This criterion refers to the attention of corporate entities to the society such as
environment, government regulations and social impacts. In support to the
recommendation of Farbey et al. (1992), Case studies and semi-structured interviews point
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out that project evaluation should take into consideration how much the project match the
culture of the company in terms of environmental and CSR issues. Some respondents pay
special attention to environment protection responsibility such as EON, LFV, the Center of
Agriculture Technology Transforms. This is due to the nature of the business area they are
working in like airlines or energy. However, some large companies refer to CSR as one of
their key evaluation criteria because this responsibility closely influences the image of the
company to the business world. Before undertaking a project each company has to check if
they fulfil all regulations issued by the government of the country where the project will be
carried or how much the project could support the employment issue of the country.
According to EON case study the company is concerned about creating jobs through the
projects they select to undertake. Most of respondents agree that company should pay more
attention to CSR and consider it as an evaluation criteria as advocate to the trend toward
CSR in academic world. However, only one respondent ranked this criterion as most
important criteria while eight interviewees consider this as least important. The only
respondent ranked CSR as their primary evaluation criteria because the company is
working in the agricultural field where environmental issue is of strategic concern. Also,
the company is state-owned company so the government regulations and employment
issues are one of the biggest objectives of stakeholders. The result shows that companies
are still more concerned on the firms’ benefits than to the societies’.

» Facilitating factors

The involvement of stakeholders and their attitude toward the new service is considered as
facilitating factors (Andersen et al., 2002). This criterion was also mentioned by both three
case studies and interviews. It could be the attitude of external stakeholders or of internal
staffs to the project. For example, the management support in the case of Citigroup, the
customer involvement during the service design period in LFV, the sponsor‘s positive
attitude to the project in the Centre of Agriculture Technology Transforms or the
secondary school ‘Gjon Buzuku’. The facilitating factor could also influence the project
implementation due to the changes in government’s regulations or the negative movement
of customers’ requirements. If the level of support given to the new service is low, then the
project might not be developed or it might not be able to reach the targeted objectives. In
addition, from the internal point of view, the commitment of the team members toward the
project is another facilitating factor as it affects directly to the success of projects. The
support from other departments’ staff also provides a better condition for the new service
to be developed. However, different from Andersen et al., (2002), NSD practices pay more
attention to the involvement of customers to the projects. This could be implied that
customers play a crucial role in the success of new service development projects and their
participation in the development of new service contribute to the quality and results of
projects.

The rating from respondents ( table 5.2 and figure 5.2) toward this criterion is 13% level of
importance and 37.5% (six respondents ) people think that this criterion is importance or
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extremely important. The level of importance judged by all respondents from both cases
and interviews show that this criteria is fairly importance in the evaluation process with
just 3.2% less than the most important criteria — Marketing criteria. Hence, this is one of
the indicators that companies should look at when evaluating projects.

» Information quality

The information quality includes the appropriateness, the accuracy and promptness of
feedbacks given by stakeholders regarding the new service development projects. This
related closely to the facilitating factors as if the stakeholders have positive attitude toward
the projects, they will give more correct and value response to the project which allows the
evaluation results to be more correct. Data collected from both case study and semi-
structured interviews support the findings of Tukel and Walter (2001) and Steven et al.
(1993) that companies should pay attention to the communication channel and the quality
of information gathered as it will affect the quality of evaluation process. We noticed that
the respondents from EON and Asian airline as companies with many levels of
organization are very much concerned with accuracy and adequacy of the information
provided from the feedback and feed forward in the communication channel. While the
respondent from AMC and IT company in Italy are mainly focused on the appropriateness
and quality of information provided from customers’ feedback. The quality of feedback
from customers is again, especially important to the project as stressed by most of the
project managers interviewed. This is to say, in service industry, customers play a major
role and it is always recommended to evaluate this group of stakeholders along the project
life cycle.

The rating for this criterion is 13.4% with 25% of people (four respondents) agreed that
this is extremely important to be considered in the evaluation of NSD projects (table 5.2
and figure 5.2).
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6 CONCLUSION

The analysis and discussion in chapter 4 and 5, together with the literature review in
chapter 2 contributed to achieve the three purposes of our thesis which led us to answer the
research question ‘What are key evaluation criteria for New Service Development
projects?’ The consensus on various reasons of conducting evaluation among respondents
from three case studies and seventeen semi-structured interviews as well as from literature
raises the critical role of evaluation process to the success of NSD projects. Besides, the
findings offer a sufficient understanding on the process and the key activities of developing
new service, the overall process of evaluation for NSD projects during the whole life cycle
of projects and from different perspectives.

The distinction between the evaluation process for NSD and that for NPD is mainly on the
intangibility and the human involvement characteristics of service which complicates the
evaluation process. This provides challenges for practitioners in measuring soft results
generated by the development of the new service. It is also hard to get customers involved
and obtain their valid comments as their answers are very emotional and inconsistent over
the time. Therefore the evaluation of NSD projects is usually considered as more
subjective.

Furthermore, we noticed from the interviews conducted with people of different relations
and interests in the project that project manager and project sponsor see differently the
evaluation process and take into consideration different criteria of evaluation for NSD
projects along the project life cycle perspective. This finding provides a practical insight
into the theoretical framework recommended by Bellamy et al (2001) and add richer detail
to each phase of the evaluation process offering an adequate view of the whole process.
The project evaluation in the planning phase is based on input indicators which represent
resources that should be employed to run the project. The most used criteria for this phase
is Strategic fit as well as other financial criteria such as revenue, cost and payback period.
Since the main asset of service companies is people, the resource availability criterion is
among the critical ones. Also, due to the novelty of new service to the company itself, the
feasibility criterion is of importance during the planning phase of evaluation process. In
some cases, the environment and CSR is taken into consideration depending on the current
target of the company and the nature of project. If the project evaluation is doing well in
this phase, the project holds a higher possibility of success since the planning phase of
project evaluation is carried out prior to project.

Criteria of evaluation on the formative phase are concerned with output (service offered)
indicators. These criteria are related to project activities. As it also mentioned above by one
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of the respondents, usability of the service is crucial. The marketing criteria, quality of
information, and facilitating factors are what project evaluators looking at in this phase in
order to ensure the success of the new service. While it is obvious the marketing criteria
targets at the goal of the project, the quality of information and facilitating factors show
that the communication channel contributes to significantly to the results of the evaluation
of NSD projects.

In summative phase of NSD project evaluation, criteria of evaluation are considered as
impact indicators which express the actual differences on the level of service offered after
project implementation and the degree expected. Project managers that we interviewed
take into consideration both financial and non financial criteria, but the main criteria is
profitability and customer satisfaction. At the same time, project sponsors are interested in
evaluating the development impact in a specific service industry, as well as in satisfying
the customer after the project completion.

To conclude, from our research through case studies and semi structured interviews with
several companies in Albania, Italy, Sweden and Vietnam a list of criteria is finalized as
illustrated in the Table 6.1 below:

Table 6-1Findings on Evaluation criteria for NSD projects

Financial Criteria Non Financial Criteria
1. Profitability 4. Strategic fit
2. Production cost = Strategies alignment
3. Return on Investment = Credibility of customer

= Time, cost, scope
= Corporate Image
= Stakeholders enhancement
5. Marketing criteria
= Timing
= Customer satisfaction
6. Corporate social
responsibilities (CSR)
7. Information quality

8. Facilitating factors

By comparing data found from the empirical study with the contribution of researchers
discussed in the literature review (chapter 2) we found that the above list of criteria (Table
6.1) fits completely with the proposition list (table 2.7) in chapter 2. Therefore we can
suggest this list of criteria as most important to take into consideration during evaluation
process for new service development projects. However, different criteria have different
importance on the evaluation process, depending on the nature and type of service projects.
For that reason, this study comes up with a conclusion that some of the criteria are more
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important than the others but there exist criteria that must be always taken into
consideration when evaluating NSD projects.

In terms of the research question which is * What are key evaluation criteria for New
Service Development projects’, the findings from this study reveal three groups of
evaluation criteria as follow:

= There are six criteria which were mentioned as more important by respondents:
1) Strategic fit
2) Marketing criteria ( Customer satisfaction)
3) Information quality
4) Profitability
5) Return on Investment
6) Facilitating factors

The results of the empirical study confirm the list of criteria proposed from researchers (in
chapter 2) as crucial to project evaluation. For this reason, the study strongly recommends
that the above list of criteria should be taken into consideration in NSD project evaluation.

= The remaining two criteria are:
1) Environmental concerns and CSR
2) Production costs

Although these two criteria are not ranked as important as the other six indicators, the
percentage of the production costs is slightly less than that of other more important criteria.
The implication for this is that in service industry, the cost for producing new service is not
as high as that in manufacturing sector. Not much investment in machinery or plant but
mainly in human resource which do not raise heavy investment is taken into consideration
when developing new service. The respondents who consider environmental and CSR as
important is however far less than those who consider it as important. This could be
explained by the fact that not many companies pay attention on the responsibilities to
society while doing business, especially companies in developing countries. However, the
trend is moving upward and more and more companies are considering CSR and
environment as one of their corporate goals.

= Criteria that must always be considered on project evaluation
1) Marketing criteria (Customer satisfaction)
2) Strategic fit

These two criteria are ranked with the highest points from all the respondents from both
case studies and semi-structured interviews. Hence, we conclude that these criteria are the
most important and indispensable to the NSD project evaluation. Although criteria based
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on the service nature vary from project to project, the marketing criteria and strategic fit
must always be included to the set of project evaluation criteria for NSD projects. In the
marketing criteria, the customer satisfaction is especially important. The justification is
that service companies are becoming more and more customer focused and the reason why
they develop new services is mainly to fulfil and satisfy customer needs. This finding adds
up to the current project evaluation research. Besides, in order to succeed with NSD
projects it is necessary to ensure a strategic fit of the project.

In addition, this study calls the attention regarding challenges that interviewed companies
are facing during NSD project evaluation. The biggest difficulty they have to deal with is
customer involvement. As revealed from theory, customer involvement is a very important
criterion for NSD projects unlike NPD projects. Therefore it influences strongly the results
of project evaluation.

Limitation of study

The main limitation of this study is related to the method applied. As mentioned in the
methodology chapter, one of the drawbacks of the qualitative strategy which is chosen by
this study is too subjective, impressionistic making it difficult to generalize findings to
other settings (Bryman and Bell, 2003). Besides, since the sample of the study is small
with only three case studies and seventeen interviews makes it difficult to us to generalize
some of the evaluation criteria stated by some respondents. A quantitative method with
larger sample size would definitely improve the results of the research.

During the study, we also faced some obstacles when collecting empirical data. Some
contacts showed interest to participate in the interviews at the beginning, kept promising
that they would be available for the interviews but finally, they did not show up or
cancelled the appointment. The reason for this is the industry that we are conducting the
study is service sector; most of them are from financial area. The last three months are the
very peak time of the year resulting the last minute of refusals by the potential
interviewees.

Besides, the time and budget constraints reduce the ability to get more data from the
corporate world.
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Suggestion for further study

Since the study is among the initial efforts to connect project management with service
development field, further studies could be approached from either project evaluation
perspective or on NSD projects.

Regarding project evaluation, it is noticed by both practice and theory that even though,
the end project review is crucial for the organizational learning, there are not many studies
on that phase of project evaluation. Thus, a deeper investigation on that part of project
evaluation would be possible. From the aspect of NSD projects, this study reveals that
there is a concern of project professionals and literature on the management of
stakeholders. Since the involvement of customers is of crucial importance during the
development of NSD project, it could be interesting to conduct a study on stakeholder
management for NSD project.

In addition, the challenges rose through the empirical study of this thesis in respect to how
to measure soft results such as image, social impact that could induce a new area for
further research. Particularly of interest could be a further research regarding solutions on
how to get customers more involved in project evaluation. Moreover, since there are needs
for more effort on finding a new method to measure non- financial indicators, each of the
above criteria found by this study could trigger a research topic.

Otherwise, the same research topic would be further investigated applying restriction to
geographical location or to business area.
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APPENDIX

Appendix 1: Interview question guide

Definition of New service development (NSD) projects: projects to develop service
products that are new to the supplier. The project has the new idea generation as starting
point and ends on the date of launching new service.

The evaluation process could be applied prior to the projects, during or after projects
depending on your company’s practice and purposes.

General Information:
- Could you please briefly describe your company?

- What are your experience and/or roles with project evaluation, especially with NSD
project?

- How does your company form project/evaluation teams? What is the relationship
between them?

- How much are stakeholders (end users, vendors, sponsor, etc.) involved/influence
the evaluation process?

New Service Development Projects

- Could you please tell us about the process of developing new service in your
company?

- What are key activities involved in NSD process?
Project Evaluation in NSD projects
- What are the purposes of the evaluation process in your company?

- Could you please tell us about the process of evaluation for NSD projects applied
by your company?

- What are the techniques that you use for evaluating NSD projects?
- How do you decide to invest in the new service?
- How do you ensure the NSD project is on the right track?

- Base on what can you say this NSD project is success?
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Are there any specific criteria related to NSD evaluation which differs from NPD
(New product development) evaluation, given the differences between service and
non-service industry? What are they?

Final Questions

What are the difficulties and challenges in the evaluation process?
Do you recommend a set of evaluation criteria that you use for your work?

Could you please based on your opinion rank the list of evaluation criteria for NSD
projects that we found from the literature? (From 1: least important ; to 8: most
important)

Financial criteria

Profitability criteria (revenue, number of
customer, growth)

Production criteria (promotion cost,
salary)

Financial parameter ( net present value,
return on investment, cost of capital,
payback period)

Non-financial criteria

Strategic fit (objectives, strategy, policies,
corporate values, company’s capacity)

Marketing criteria (customer satisfaction,
time to market)

Environmental and CSR criteria

Information quality criteria (accuracy,
adequacy, appropriateness of feedbacks
and feed forward)

Facilitating criteria (stakeholder attitudes
and participation)

Does your company have any official framework for evaluating NSD projects? Is it
possible for us to access?

Would you prefer to keep the above information anonymous or can we make the
name of the company public?

Thank you very much for your kind attendance!
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Appendix 2: Proposition list ranked by respondents

Criteria /Respondent

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

Profitability
(revenue, number of
customer, growth)

Production cost
(promotion cost,
salary)

Return on
Investment ( net
present value, return
on investment, cost
of capital, payback
period)

Strategic fit
(objectives, strategy,
policies, corporate
values, company’s
capacity)

Marketing criteria
(customer
satisfaction, time to
market)

Environmental and
CSR criteria

Information quality
(accuracy, adequacy,
appropriateness of
feedbacks and feed
forward)

Facilitating factors
(stakeholder
attitudes and
participation)
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