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Will User Involvement Always be the Case? The Effect of Service

Procurement on Customer Perceived Value in Servitization

Liu Linyan"*

'School of Economics, Trade and Event Management, Beijing International
Studies University, China

Abstract: As service is becoming increasingly important, many industrial firms have implemented “servitization” strategy
and many marketing and management researchers have discussed the topic of business service. This paper focuses on
business service types and its impacts from the buyer’s perceptive, especially whether user involvement always takes effects
on the process of servitization. Using a large sample survey, this study examines the relationship between two types of
business service and customer perceived value in terms of economic value, relational /support value and technical/core value
as well as the moderating effect of user involvement on this relationship in China fine chemical industry. The results show
that both two service types can bring economic value and technical/core value to the buyers, the difference here is the
relational/ support value can only be perceived if the buyer purchases the operant resource based service. The results also
suggest that user involvement is a moderator in the relationship between both operand and operant resource based service on

customer perceived technical/core value.
Keywords: service procurement; customer perceived value; user involvement

1. INTRODUCTION

In recent years, the global service value-added share of gross domestic product (GDP) is more than 60%,
and over 70% in the main developed countries, or even in low-income countries it has reached the average level
of 43%". Meanwhile, there has seen a major change in industrial companies during the last ten years: they have
gone from offering products to offering products/services and then to offering solutions to improve their
competitive position and to protect their profit margins "2, This journey is known as servitization®I*l. This
“servitization” has evoked a new interest in services and service marketing. Vargo&Luschl! proposed a
service-dominant (S-D) perspective for theory and knowledge development in marketing. Compare with the
traditional G-D (good-dominant), the main difference between them is that how they consider for service, G-D
logic takes the service as “operand resources”, while in contrast, S-D logic views service as the application of
operant resources such as competences®l. Within the field of service management, Jackson and Cooper!’note that
the classification of industrial services has received far less attention than the classification of consumer services.
We categorized services into operand resources based service and operant resources based service from service
provider’s perspective. As co-creation of value is the typical characteristic in S-D market!®], then what is the
difference between this two services in the perception of customer value? Besides, we introduce a contingency
perspective when hypothesizing that a firm’s user involvement positively moderates the relationship between
service types and customer perceived valuel®l. The purpose of this study is to explore the dimensions and
corresponding performance customer perceived value of service procurement as well as the role played by user

involvement within these processes.
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2. THEORETICAL BACKGROUND AND HYPOTHESIS

2.1 Service procurement and its dimensions

Services procurement is the process of identifying, evaluating, and obtaining different types of services that
are important to the general operation of a business®!%. In this study, we categorized services into operand
resources based service and operant resources based service from service provider’s perspective. As to exemplars
of operand and operant resources, while operand resources are typically physical (e.g., raw materials), operant
resources are typically human (e.g., the skills and knowledge of individual employees), organizational (e.g.,
controls, routines, cultures, competences), informational (e.g., knowledge about market segments, competitors,

and technology), and relational (e.g., relationships with competitors, suppliers, and customers)!!!l.

2.2 Customer perceived value and its dimensions

Customer perceived value is often viewed as a customer’s overall assessment of what is received and what
is given?land as a tradeoff between perceived quality and its affordability within a choice setting!'3l. Annie H.
Liu"conducted in-depth interviews with 11 industry managers and business buyers, three types of customer
value were identified from the qualitative interviews: the overall economic value of a supplier, value of the
relational/support service, and the value of the technical/core service. Economic value refers to an organizational
buyer’s overall benefits and costs assessment of a supplier relative to alternative suppliers. Value of the
relational/support service pertains to how customers assess the benefits and effectiveness of the working
relationships with one supplier. Value of the technical/core service refers to the technical and professional

performances of a service provider.

2.3 Linking service types to customer perceived value

The shift in the primacy of resources(G-D VS S-D) has implications for how exchange processes, markets,
and customers are perceived and approached™.Gwinner, Gremler, and Bitner!Slsuggested that the importance
and degree to which perceived value are received depends on the type of service being considered. Services
based on operand resource, such as raw materials can benefit customers a lot in terms of high quality and low
cost!'°l. However, it also implies that, during the procurement process, buyers and sellers have a relatively distant
relationship and suppliers may easily be substituted ). While, in the S-D logic it implies that value is co- created
with the consumer and, by default, this means that a close buyer—supplier relationship is necessary, using so
called relational buying [ Besides, S-D logic argues that value can only be created with and determined by the
user in the ‘consumption’ process and through use or what is referred to as value-in-use. For the above reasons,
we propose the following hypotheses: Hypothesisla: If the supplier offers operand resources based service, the
buyer will perceive economic value. Hypothesisl (b, c): There is no linear relationship between operand
resources based service and relational/support value, as well as technical/core value. Hypothesis2: If the
supplier offers operant resources based service,(a)The buyer will perceive economic value,(b)the buyer will

perceive relational/support value, (c)the buyer will perceive technical/core value.

2.4 Moderating effects of user involvement

A moderating hypothesis would suggest that the relationship between service procurement and customer
perceived value varies, depending on the value of other variables (i.e. moderators), one of which most referred is
service customer involvement (or user involvement). In servitization logic, companies are increasingly
rethinking the fundamental ways in which they generate ideas, bring them to service operation and deliver to end

customerl®l. Because servitization has long been a costly and complicated process!®], user involvement has been
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widely acclaimed in management rhetoric as a means to tighten the feedback loop between the cycles of new
service development and of consumption!®. With regard to customer involvement in firms’ value creation,
researchers have identified two kinds of roles that customers can play: customers as “co-producers” or “buyers”
(18] Whereas the former is at the input side of value creation process, the latter takes place at the output end of it.
In this paper, we focus on the service customer-as-a-resource (input) view, which regards customers as a source
of servitization. Customer involvement is not only relevant to service conceptualization but also connected to
idea generation, service design, initiative and delivery process, leading to imitative, unimaginative solutions 191,
Here, we define user involvement as an inputs and efforts engaged in service idea generation, design and
configuration as well as total process of delivery, which may range from simple consultation on design ideas and
quality issues to their active participation in service development projects/?’l. Therefore, we hypothesize that: H3:
Greater user involvement will affect the extent of customer value perceived (a) between operant resources based
service and perceive economic value, (b) operant resources based service and perceive relational/support

value,(c) operant resources based service and perceive technical/core value.

3. EMPIRICAL RESEARCH

According to Bureau of Statistics of China, the service added value was 86.05 billion RMB in 1978
increased to 7.3395 trillion RMB in 2005, from 2006 to 2010, the proportion of tertiary industry rose from 40.5
to 43.0%". According to objectives of the twelfth "five-year" plan, the ratio of value added services/GDP has to
be more than 50% by 2015. In 2009 the annual output value of China's fine chemical industry has reached to $
17 billion, accounting for about 17% of global fine chemicals business, and raised with 4% to 5% every year. In
2010 the sales of fine chemicals in China are equivalent to the size of the entire European fine chemical industry.
Analysts pointed out that although most of the Chinese fine chemical companies have the low production cost
advantage, but with the changes of market-orientation, more and more companies they have gone from offering

products to offering products/services and then to offering solutions to improve their competitive position.

3.1 Measurement and data

In order to empirically validate this study’s model, a survey method was used. All items were developed
based on literature review. Before sending out questionnaires, we implemented expert consultation and corrected
the items. Simultaneously, we chose some companies to carry on pre-test of the questionnaire, consulted and
interviewed the top managers in these firms. Five point Likert scale ranged from 1 = “strongly disagree” to 5 =
“strongly agree”. The items and its sources of each construct are in table 2. From April to May 2011, the
questionnaires were sent to customers who are buying product/service from fine chemical providers. A total of
325 questionnaires were sent and 281 were returned, which represented a response rate of 86.5%. Missing data
reduced the sample size to 250 and the final response rate is 77%. The results of Chi-square tests show that there
is no significant difference between the two categories, which implies that there is no significant non-response

bias in the dataset.
4. ANALYSES AND RESULTS

4.1 Measurement validation

CFA (Confirmatory Factor Analysis) was used to assess the scale with Amos 17.0 software. The fit index of
the measurement model show that X?(215)=492.683, RMSEA=0.072, CFI=0.926, IF1=0.927, TLI=0.905. The
results indicate that the model provides a good fit with the observed data. On reliability, CR values in Table 1 are

¥ Development report of China’s service industry, 2007



650

The Thirteenth Wuhan International Conference on E-Business—Emerging Operations & Services Management

all more than 0.87, all exceed the prescribed 0.7 threshold, so the reliability of scales is good. On convergent
validity, standardized factor loadings for all scale items are significant and are above the threshold of 0.6(?!l. The
AVE of each construct exceeds the variance attributable to its measurement error 0.5. Hence, the results indicate
that convergent validity of the constructs is met. On discriminate validity, table 2 shows that the highest

correlation between any pair of constructs is 0.54 and the lowest square root of AVE is 0.79, which suggests that

discriminate validity is also achieved 21,

4.2

moderator variables, this study made use of the four steps suggested by Sharma, Durand and Gur-Ariel??. Table 3

Table 1. Reliability and validity of structural variables

Latent Variables and ems Factor  AVE CR
Operand resources based service (Constantin ,Lusch,1994; Hunt,2004)
1supplicr has enough mventory to offer service 0.784
2 supplier can offer service with good quality 0.905 0.76 090
3.supplier can buy appropriate materials according to our needs 0915
Operant resources based service (Constantin ,Lusch,1994; Hunt,2004)
1.supplier has much knowledge to offer service 0.748
2 supplicr has high level of expertise tailored our specific nceds 0814 066 088
3.supplier has enough industrial knowledge to be used 0.871
4 supplier has that kind of experience to resolve our problems 0.805
Economic value (Anderson, Gerbing ,1988; James et al. ,1982; Annie,2006)
Compared with other suppliers, this supplier ...
EVL. ... provides the best value 0.755
EV2. ... provides better value for the money 0.871 062 087
EV3. ... provides high quality for the price 0.807
EV4. ... charges a reasonable price for the services provided 0.719
Relational/support value (Anderson, Gerbing ,1988; James et al. ,1982; Annic,2006)
Compared with other suppliers, this supplier ...
RVL. ... has a better working relationships with us 0.873
RV2. ... responds to our service needs more promptly 0.839 065 088
RV3. ... visits our location when needed 0.725
RVA. ... keeps us better informed of new developments 0.773
Technical/core value (Anderson, Gerbing ,1988; James et al. ,1982; Annie,2006)
Compared with other supplicrs, this supplicr ...
TVI. ... is more competent 0.808
TV2. ... is more professmn.al 0.800 069 090
TV3. ... has better overall job performance 0.852
TVA4. ... has better attitudes on the job 0.865
User Inwlvement (Alam, 2002; Gales and M ansour-Cole, 1995; Gruner and Homburg, 2000)
1. The frequency of the meetings with suppliers was high 0.737
2. There were extensive consultations with supp liers 0.788
3. Specific customers were invited to join the project as team members 0.881 069 09
4. Number of customer involvement tools 0.895

Table 2. Correlation coefficient and AVE between structural variables

Variablos ) @ 16) @ 6] ©
(1)Operand resources based service 0.87
(2)Operant resources based service 0.43"" 0.81
(3)EV 037" 037" 0.79
(HRV 011" 021" 031" 0381
BTV 0.23"" 027" 030" 0.54""* 0.83
(6)Uscr Involvement 031" 036" 026" 040" 048" 0.83

Hypothesis testing

presents the regression results, figure 1 shows the interaction plots.

Note: Square root of AVE of each structure variable is in the diagonal, “p<0.05, **p<0.01, **p<0.001

To test the hypotheses, we use OLS(ordinary least square) regression. To identify and analyze the
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Figure 1. Interaction plots
Table 3. Results of regression
DV| W RV v
W Model1 | Model2 | Moddl3 | Model4 | Models | Model6 | Model7 | Models | Modely | Model10 | Moddl1l | Model12
Time of cooperation (con.) 1042 0058 0059 £.0% 0033 A4 008 LM 00 0 0017 0013
047 0325 0316 0347 0605 0117 0ies 010 0.148 0.6% 0764 0.2
No of employee (con.) 0059 0062 0061 0.065 Q084 404 007 004 002 A0 04 0B
038 0364 0373 0342 025 043 0410 0439 0255 091 0262 0208
Asset (con.) £010 L007 0005 £009 0009 004 0 oM 008 0068 0077 0.075
0881 0911 0938 0893 0901 0958 o 0957 0419 0293 024 0247
Operand resource based service 0253+ QB2+ Q35 (2 008 A4 06 4 st 006l 0074 0034
0.000 0.001 0o 000 0547 0610 00 0613 0.03% 0341 0254 03%
Operant resource based service 0262+ Q33%++  (232¢¢+  O8%*  (180* 0075 0071 0074  0200%% 0086 0.080 oot
0.000 0.000 000 0001 0012 0276 0302 0287 (L1011} m 0.0%
User Involvement 0.106 0.100 onst 0389%# 373k Q300+ 0454+ 0401¥+*  0386++*
0.101 0131 0087 0.000 0.000 0000 0.000 0.000 0.000
Operand service ¥User Involvement 0025 0068 nm'
0677 0263 0081
Operant service XUser nvolvement £.031 0003 0.128¢
0612 0961 0031
¥ 0.19 0203 0204 0204 0050 (.17 017 o oo 0248 0% 0262
" 090 0009 0o 0001 0041 0IM 00 0000 0086** 01T gt 0014
F [1433##%  10040%%+  BoBF++  BE*++  QSISF B3WERE TSR TNOREEE S3STEEE O I3062FRF 1LT33HEF 120M4FH*

The datain firs ine s coeficient of variahles The data in soeand fineis fvalie. <01 n<05 *n<h 01 #¥n<h 01

As shown in Table4, the results show that operand resource based service has a significant positive effect on
customer perceived economic value (p = 0.253, p < 0.001) and customer perceived technical/core value (p =
0.145, p < 0.05), but does not affect relational/support value significantly (B = 0.043, ns), which suggests that
Hla and H1b are supported. For Hlc, the result is not consistent with our hypothesis. The results also show that
that H2a, H2b and H2c are supported. Moderated regression analysis (MRA) was used to test the moderating
effect of user involvement. The baseline Model 9 explains 10.1% of the variance in customer perceived
technical/core value. After entry of user involvement, the total variance explained in Model 10 is 24.8% (AR? =
14.7%, p < 0.001), which increases to 25.8% in Model 11 (AR?>= 1%, p < 0.1) and 26.2% in Model 12 (AR?*=
1.4%, p < 0.05) when the interaction term is included. Model 11 also shows the interaction term has a positive
effect on customer perceived technical/core value (B = 0.102, p < 0.1), indicating that if the buyer has user
involvement, the positive effect of operand resource based service on customer perceived technical/core value is
stronger than buyer who has low user involvement (See Figure 2). Besides, Model 12 also shows the interaction

term has a positive effect on customer perceived technical/core value (f = 0.128, p < 0.05)(See Figure 2). Thus
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the results support H3c but not H3a and H3b.

5. DISCUSSION AND CONCLUSION

This study examines the distinctive effects of operand and operant resource based service on customer
perceived value and also clarifies the relationships between user involvement, service types and customer
perceived value. Some conclusions we draw are as follows: Firstly, based on the literature review, we classified
business service into operand resources based service and operant resources based service from service
provider’s perspectivel?’l. Secondly, both two service types can bring economic value and technical/core value to
the buyers, the difference here is the relational/ support value can only be perceived if the buyer purchases the
operant resource based service. Thirdly, this study, based on contingency theory, considered user involvement as
a moderator. The results show that user involvement is a moderator in the relationship between both operand and
operant resource based service on customer perceived technical/core value. This findings is consistent with

Rothaermel and Alexandre’s?4.

ACKNOWLEDGEMENT
This research was supported by the National Natural Science Foundation of China under Grant 71302174.

REFERENCES

[1] Wise, R. and Baumgartner, P., “Go downstream: the new profit imperative in manufacturing”, Harvard Business Review,
1999,77(5):133-41.

[2] Neely, A., “Exploring the financial consequences of the servitization of manufacturing”, Journal Operations
Management Research, 2008,1(2):103-18.

[3] Baines, T., Lightfoot, H., Evans, S. and Neely, A. et al., “State-of-the-art in product service-systems”, Proc. IMechE Part
B: Journal of Engineering Manufacture, 2007, 221( 10):1543-51.

[4] Vandermerwe, S. and Rada, J., “Servitization of business: Adding value by adding services,” European Management
Journal, 1988, 6(4), 314-324.

[5] Vargo SL, Lusch RF., “Evolving to a new dominant logic for marketing.” Journal of Marketing ,2004, 68(1): 1-17.

[6] Constantin, James A. and Robert F. Lusch, “Understanding Resource Management”. Oxford, OH: The Planning
Forum,1994.

[7] Jackson, R.W. and Cooper, P.D., “Unique aspects of marketing industrial services”, Industrial Marketing
Management, 1988, 17:111-8.

[8] Alam, Ian (2002), “An Exploratory Investigation of User Involvement in New Service Development,” Journal of the
Academy of Marketing Science, 30 (3), 250-61.

[9] Nina Lindberg, Fredrik Nordin, “From products to services and back again: Towards a new service procurement logic,”.
Industrial Marketing Management, 2008, 37, 292-300.

[10] Wendy van der Valk. “Service procurement in manufacturing companies: Results of three embedded case studies,”
Industrial Marketing Management,2008, 37 ,301-315.

[11] Hunt, S. D., “On the service-centered dominant logic of marketing,” Journal of Marketing, 68(1), 21-22.

[12] Zeithaml, V.A., “Consumer perceptions of price, quality, and value: a means-end model and synthesis of evidence”,
Journal of Marketing, 1988, 52: 2-22.

[13] Monroe, K.B. and Krishnan, R., “The effect of price on subjective product evaluations”, in Jacoby, J. and Olson, J. (Eds),
Perceived Quality, Lexington Books, Lexington, MA, 1985, 209-32.

[14] Annie H. Liu. “Customer value and switching costs in business services: developing exit barriers through strategic value
management,” Journal of Business & Industrial Marketing.2006, 21(1): 30-37

[15] Gwinner, K. P., Gremler, D. D., & Bitner, M. K., “Relational benefits in services industries: The customer’s perspective”,



The Thirteenth Wuhan International Conference on E-Business—Emerging Operations & Services Management 653

Journal of the Academy of Marketing Science, 1988, 26(2), 101-114.

[16] Joseph P Cannon;Christian Homburg.“Buyers-supplier relationships and customer firm costs”. Journal of Marketing; Jan
2001; 65, 1; ABI/INFORM Globalpg. 29

[17] Axelsson, B. and F. Wynstra, “Buying business services”. Chichester: Wiley,2002.

[18] Gales, L. and Mansour-Cole, D. (1995), “User involvement in innovation projects”, Journal of Engineering and
Technology Management , Vol. 12 No. 1/2, pp. 77-109.

[19] Ulwick, A.W. (2002), “Turn customer input into innovation”, Harvard Business Review, January, pp. 91-7.

[20] Gruner, K.E. and Homburg, C. (2000). Does Customer Interaction Enhance New Product Success? Journal of Business
Research49:1-14.

[21] Fornell, Claes & David F. Larcker, "Evaluating Structural Equation Models with Unobservable Variables and
Measurement Error," Journal of Marketing Research,1981, Vol. 18, February, 39-50.

[22] Sharma, S., Durand, R. M., & Gur-Arie, O., “Identification and analysis of moderator variables,” Journal of Marketing
Research, 1981, 18(3):291-300.

[23] Smeltzer, L.R. and Ogden, J.A.,“Purchasing professionals’ perceived differences between purchasing materials and
purchasing services”, Journal of Supply Chain Management, 2002, 38(1): 54.

[24] Rothaermel, F. T., & Alexandre, M. T., “Ambidexterity in technology sourcing: The moderating role of absorptive
capacity,” Organization Science,2009, 20(4), 759-780.



	Association for Information Systems
	AIS Electronic Library (AISeL)
	Summer 6-1-2014

	Will User Involvement Always be the Case? The Effect of Service Procurement on Customer Perceived Value in Servitization
	Linyan Liu
	Recommended Citation


	WillUserInvolvementAlwaysbetheCase?TheEffe
	ProcurementonCustomerPerceivedValueinServiti
	Serviceprocurementanditsdimensions
	Customerperceivedvalueanditsdimensions
	Linkingservicetypestocustomerperceivedvalue
	Moderatingeffectsofuserinvolvement
	3.1Measurementanddata
	4.1Measurementvalidation
	4.2Hypothesistesting


