New service development processin inter national markets
Case: Technopolisin St. Petersburg

Abstract

This research analyses how special characterigtiosternational markets affect new
service development (NSD) process of a Finnishnseigoark operator. The case study
aims at giving insight how international marketteeaf NSD process and providing with
suggestions for future research in order to buddaumodel on new international service
development (NISD).

The case company’s NSD process differs from theveational NSD models with
regards to its non-linear approach and extensiageuf external network with a
special emphasis on customer-orientation. The relseéadicates that there are different
customer needs in international markets also fastiegy customers from the home
market. Institutions have delayed case company’® Nffocess and it has had to
employ local workforce to build up local networkok& research is needed on different
types of services, industries and cultures and rabsill on general level on various
stages of international NSD.

keywords: new service development process, intemat services, service
innovation, customer-orientation, technology padience park
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1 INTRODUCTION

In 2005, service exports accounted one fifth invleeld trade (WTO 2006). However,
the total value-added contributed by services @umd 70% and rising in domestic
economies. This is due to nature of services ara dbnsequent difficulties in
international trade, when service suppliers neddnofo be in proximity with their
customers. Therefore, more and more companieslisttaffiliates overseas. (OECD
2007.) As a result, most of the FDI is alreadyreated to be allocated in service sector
with the further declining share of manufacturiegter (UNCTAD 2006).

Despite of important and increasing role of semwicethe global economy, there has
been relatively little research focusing on servitevations in international markets. It
has been noted (Johne & Storey 1998, 219; Chrysstish& Wong 2000, 40) that the
importance of the subject is likely to increasereferther as a result deregulation of
markets, global competition and internationalisitigstomers put more pressure on
companies. Most of literature on new service dgualent focusing only on a single
country may have biased results and the conclusidght have been only true for a
single country (Alam 2006, 235). “Of immediate preal importance is how service
quality can be best managed across borders by coegpawhich operate
internationally” (Johne & Storey 1998, 219).

In this paper the feasibility of the existing knedfie of new service development is
investigated by means of a case study. The cadg atms at analysing how the special
characteristics of international markets affectriees service development process of a
Finnish service provider specialising in sciencekpaln order to answer to the

research question, the case study seeks answs frlowing sub-questions:



- How do customer needs vary across borders?
- How do case company's services vary across borders?
- How do case company's internal and external netvarke impact on new

service development?

The objective of this research is to shed undedstgnon how case company has

organised its new service development process. iReérsburg. This is done:

- in order to give insight how cross-cultural / imational markets affect new
service development process

- in order to provide with suggestions for futureessh as to be able to build up
a model on new international service developmenS[N, which could help

managers to better organise their NSD processe$areign location

2 LITERATURE ON NEW SERVICE DEVELOPMENT
PROCESS

The terms “new service development” (NSD) and “nawduct development” (NDP)
have often been used interchangeably but JohneSamey (1998) have made the
distinction that whereas NPD refers to the develepnof tangible products which are
new to the supplier, and may sometimes be expatmedclude NSD, new service
development consists only of the development oVises which are new to the
supplier.

The generally accepted differences between goodssarvices suggest that it is
rational to have different approaches towards tthewelopment processes. For instance,
Johne and Storey (1998, 186) emphasise the cldseadtion between the service
provider and customers, which makes new serviceldpment more complex than the

development of new tangible products. In geneha,main characteristics which make



services different from tangible products are igthility, heterogeneity, perishability
and inseparability. On the other hand what makesgnational services different from
domestic services is that “they involve somethingssing national boundaries and they
involve some type of engagement with a foreignwrelt (Clark & Rajaratnam 1999.)

Johne and Storey (1988, 245) refer to the work @felock (1984), which found
factors which distinguish new service developmeoitnftangible product development,
particularly in idea generation, in importance pfdduct fit”, and in service blue prints.
In general this means screening the ideas withtharside the company, fit the new
services and customer segments with existing semwiferings and customer groups,
and to design the services with employees in masdyell.

Traditional theories of innovation provide diffeterinterpretations for what
innovation is. Sundbo (1997) has divided them itiicee groups according to the
fundamental question they seek to answer: how doviations evolve. These theories
argue that innovation can be a result of (1) tetdgical development, (2) individual
entrepreneurship or intrapreneurship, or (3) by ti@ategic decision and further
development of the innovation throughout the congpan

There has been some dispute over times, whether riéasonable to make the
distinction between new (tangible) product and isendevelopment. Sundbo (1997,
433) has noted that existing literature does n@nediscuss whether innovations in
services can be understood in terms of the thedeesloped for manufacturing sector.
For instance, the conventional theories may ndt well the service sector, as in his
opinion innovation does not have to be radical, mstead management of innovation
process has come closer to (although not equahtophenomenon of organisational
learning. Radical innovations have as such also beend less successful than small
incremental changes for service firms (de Breni®81), which encourages us to talk

about new services rather than innovations in t@iventional meaning.



Cooper (1987) has taken part in the innovationudision by evaluating what is
actually new about a new product. He states thatwtess” can be defined in two
senses: a product is either new to the companywrta the market, which follows the
product-market strategy of Ansoff (1958, 394).

Cooper (1987) has suggested a number factors, velfilebt the success of an NPD

process, such as:

- unigue and superior products

- strong market orientation

- synergy in number of areas including technology miagketing

- in-depth understanding of customer needs and cesttasting

- top management support for innovation process

- sound marketing plan

- market studies early in the development procesdeafidition of a target market

Although Cooper’s categorisation was initially tared for product market, Scheuing
and Johnson (1989, 31) have similarly representaelaservice strategy matrix, which

represents four major new service strategy optiona company.

Exhibit 1 New service strategy matrix (Scheuingadadson. 1989, 31)

Markets‘ Existing buyers New buyers
Offerings

Existing services ‘ Share building Market extension
New services Line extension New business

Dating back to some 20 years, the research oncseimnovation development
process is as such a relatively new field of irdemmmpared to the research on NPD
processes. The first models made for NSD were mtatyeted in service researchers
and the first papers with managerial perspectiveevildroduced only in the beginning
of 1990s. Fitzsimmons and Fitzsimmons (2000) haweiged the NSD models into

three categories showing their relation to the nsd#ered for NPD processes:



1) Partial models concerned only with specific stagahe NSD processes
2) Translational models which are based on the NP@estaf Booz et al (1982)

3) Comprehensive models which aim at providing haistiodel of NSD processes

One of the first translational models was the ndiveamodel of NSD by Bowers
(1989), which suggests three ways (idea generatgmryice development and
evaluation, and market testing) how new servicesltgpment may be improved within
an organisation. According to the model and hisassh findings, it is suggested that it
is likely that a new service is introduced for astamer for the first time only during the

commercialisation stage.

Exhibit 2 A normative model of new service devel@mnby Bowers (1989, 18)

1) develop a business strategy

2) develop a new service strategy

3) idea generation

4) concept development and evaluation
5) business analysis

6) service development and evaluation
7) market testing

8) commercialisation

Bowers (1989, 16) has noted already some 20 ygarshat service industries differ
from the Booz-Allen & Hamilton’s NPD model, whenethdo not tend to engage in a
formalised idea generation, product development testing, or market testing. As a
conclusion, he criticises the linear model suggkebiehis research findings, saying that
the “research suggests that service organisatiomsog a process of new service
development that is not open to marketplace inftesih Methods to have a new service
development process, which would incorporate comsusactions and criticism, would

in his opinion consist of routine search of ideasswle the company, developing the



services with the assistance of contact persommlcansumers, and putting the new
service in a market test. (Bowers 1989, 19-20.)

Johne and Storey (1998, 184) have noted that tieeatilre on new service
development has emphasised the role of expertde@wperation of individuals during
and after the service development. In fact, siheestudy of Bowers (1989), the models
of holistic NSD processes have also included feekldaops and, for instance, the
model represented by Scheuing and Johnson (1989)bkan considered to be
particularly valuable because it illustrates vasiagoternal and external activities which
are needed throughout the NSD process (Fitzsim@&dfizsimmons 2000, 14).

Exhibit 3 Normative model of new service developimanScheuing & Johnson (1989,
30)

formulation of new service
objectives and strategy
idea generation « external sources
idea screening
concept development « prospects
concept testing
business analysis «— market assessment
project authorisation
service design and testing <« users
process and system design
and testing
marketing program design
and testing
all personnel> 11. personnel training
12. service testing and pilot run <« users
13. test marketing « users
14. full-scale launch
15. post-launch review

marketing objectives»> « environmental analysis

internal sources»
customer contact personnel

budget development

operations personneb
operations personneb

© ONoukrwN P

=
©

<« users

Whereas Scheuing and Johnson (1989) consider biainal and external activities
affecting the NSD process, Alam and Perry (2002eh@ncentrated in their model on
solely customer-orientation. The model is usefairfrthe sense that it empirically tests
how customers can be involved in NSD projects dliyaa the very early stages of the
process. The model however, does not test thaaesdip between customer input at
various development stages and new service sucghgs) makes it difficult to assess

to what extent the customer input in NSD procesatisnal at all.



Exhibit 4 Customers’ input in new service developim@ocess by Alam and Perry

(2002, 527)

New service development stages

| Activities perforimgthe customers

1. strategic planning
2. idea generation

3. idea screening

. business analysis

5. formation of cross-functional team

6. service design and process system design
7. personnel training

8. service testing and pilot run

9. test marketing

10. commercialisation

feedback on financial data
state needs, problems andshieition, criticise
existing service, identify gaps in the market,
provide a wish list (service requirements), state
new service adoption criteria
suggest rough sales guide arkbtsze, suggest
desired features, benefits and attributes, show
reactions to the concepts, liking, preference and
purchase intent of all the concepts, help the
producer in go/kill decision
limited feedback on finaratédh, including
profitability of the concepts, competitors’ data
join top mg@ment in selecting team members
ranevjointly develop the blue prints, sugge
improvements by identifying fail points, observe
the service delivery trial by the firm personnel
observe and participate icks®rvice delivery
process, suggest improvements
participate inrawated delivery process, sugge
final improvements and design change
comments on the marketing pletaildd
comments about their satisfaction of marketing
mixes, suggest desired improvements
adopt the service as a feallback about overall
performance of the service along with desired
improvements, if any, word of mouth

St

communications to other potential customers

What may be slightly controversial to these modgisouraging external linkages,
are the empirical research findings of Sundbo (},.9@hich showed that the external

networks, including customers, were relatively wdakthe successful innovation

processes of financial services and tourist congsanivhereas a catering firm was

successfully involving customers in the processs Blaggests that more information is

needed on how external networks should be invoindte innovation process in order

to increase the success rate of innovations.

de Jong and Vermeulen (2003, 850) have insteadeste)two evolutionary satges

of better organising NSD as an outcome of theires@won successful NSD processes.

Their model emphasises the role of people and tkatige environment in which

people are able to develop new services. Althoughisio explicitly represents two
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stages of NSD, they explicitly criticise the cuirditerature on NSD using linear
models, whereas in reality “almost no empiricaldevice can be found for service

innovations passing through discrete stages” (dg doVermeulen 2003, 854).

Exhibit 5 Evolutionary stages of better organisN@D by de Jong and Vermeulen
(2003, 850)

Stage 1: Managing key activities (innovation prages
People
- involvement of frontline-employee
- presence of product champion
- management support
Structure
- funnel tools
- multifunctional teams
- availability of resources
- pre-launch testing
- market research and launch

[92)

-> implementation

Stage 2: creating an innovative climate
People

- external contacts

- sharing information

- autonomy of employees
Structure -> initiation and implementation

- strategic focus

- training and education

- internal organisations and task

rotation
- information technology

Recently, Hansen and Birkinshaw (2007) presentedrthovation value chatrfor
managers as a tool to view innovation efforts awliits throughout the three phases of
the innovation process, namely idea generationyersion and diffusion. They state
that in all three phases managers must undertakaiscal activities: internal sourcing,
cross-unit sourcing, external sourcing, selectideyelopment and company-wide

spread of the idea (Hansen & Birkinshaw 2007, 122).

! The value chain is a result from the findings iMeflarge research projects, which consisted of
interviews with more than 130 executives, survey#@®0 nonexecutive employees and analysis of 120
new-product-development project and 100 corporatéuring units.
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Hansen and Birkinshaw (2007) do not separate ptommovations from service
innovations but instead offer the value chain cphder both. The research is focused
on multinationals but it does not explicitly indieathe challenges caused by the
international setting versus that of purely doneesthovation sourcing, conversion and
diffusion. However, the challenges erected by deabsed organisations and
geographical dispersion are considered to makes-amg collaboration and idea
diffusion difficult, which emphasises the importanaf studying NSD processes in an
international context.

Chryssochoidis and Wong (2000) were one of theofigts to study the challenges of
MNCs in their NSD processes, as they were intedestainderstanding the causes of
delays in service innovation launches across iatenal markets. Their research
managed to indicate factors, which affect the tinesds of service innovation
introduction: service innovation synergies with stixig resources (human capital,
technological resources, distribution channelsYfigsency of marketing resources,
extensive usage of “soft” organisational mechanisarsd proficiency in the
development process. They also note that timelyicerinnovation launches are
focused on existing rather than new customer @keygésochoidis & Wong 2000, 39).

Another study which refers to the subject is aasde by Alam (2006) who studied
NSD strategies and processes of financial senircesfin two different countries,
namely Australia and the USAHis findings suggest that firms in both countriss
different strategies in developing new servicessame of the key NSD practices may
be common regardless of a home country or culturergas others should be adjusted
for national context. He further suggests thataustrrs should be involved in the idea

generation and test marketing phase.

2 The US and Australian sampling frame consiste2i7df and 262 firms, respectively.
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3 METHODOLOGY

Research seeking answers to “why” and “how” —typeestions are the ones that
usually best suit a case study approach, whichsexwn understanding the dynamics
present within a single setting (Eisenhardt 1989 Y996). In this research the
objective is to increase the understanding of newise development in international
context by means of a pilot case study. The papes at developing the existing
theoretical understanding, and uses the pilot fsassessing the existing new service
development models to service companies’ operatioagoreign location.

The chosen case company Technopolis is an integestiurce of data since it
has a pioneer position in St Petersburg as a matetrforeign technopark operator as
the market is still in the phase of early developindhe research context is also
interesting from the point of view of the reseaatithe new service development, as it
provides an opportunity to investigate the entrg &finnish service company in Russian
market which differs in many respects from the dsticemarket of the company and
requires consideration of developing new the sessto local conditions.

In this case the data was collected mostly by meatelephone interviews with
chosen persons in the case company and secondargesoincluding published
interviews and articles concerning the case compahg first telephone interview was
conducted with Kari Mikkonen, who at the time whe wice president of Technopolis
Plc and responsible for the Russian OperationsPé&tember 2006. The second
interview was conducted in April 2007 with the dit@ of Technopolis St Petersburg,
Peter Coachman. Also company documents such asteseh&re used when necessary.
The sources of data have been listed in the refeseland the data concerning the

company used in the following chapters has beeairndd from the sources of the list.
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4 NEW SERVICE DEVELOPMENT OF THE CASE COMPANY
INAFOREIGN LOCATION

4.1  Development of science parksin St. Petersburg

Science and production complexes involving a lahigher education establishment,
scientific research institution and an industriategprise existed in St. Petersburg already
during the Soviet period. The considerable higlietogy capacity of the complexes was,
however, used primarily in the defence, space amtear power sectors and the interaction
was not based on market ties and small- and medinatt companies were mostly not
participating in the activities(Boltramovich et al., 2004; Lisitsyn 2007r) 1990s the
traditional ties were disrupted leading to a coasatlle decline in the innovation potential
of St. Petersbur@oltramovich et al., 2004).

Both the government and private companies are milyrenvesting efforts
towards the development of the innovations whiclhaseved to be one of the main
competitive strengths of St. Petersburg in ther&utThe efforts have, however, been
criticised of not being well coordinated and havingufficient funding. (Boltramovich
et al., 2004.) According to Lisitsyn (2007) desphe increasing demand for research
and technology and relatively strong educationa scientific basis in St. Petersburg
the linkages between science and knowledge-intermiginess is still rather weak.

The federal government offers support especialiyttie so-called state science
centres, developed on the basis of large reseastituies and industrial enterprises, and
the already existing centres in St. Petersburdirked to the defence industry, leading
to low level of transparency and the insufficierdadiness to establish broad

international contacts. On the other hand, the gowent is trying to facilitate the
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development of science parks, offering infrastreetand high concentration of
qualified staff for small innovation companies. Biscience parks have only begun to
emerge in the recent years in leading scientifiotres in Russia, including St.
Petersburg. (Boltramovich et al., 2004.) Kihlgr@d@3) points out that science parks in
St. Petersburg offer a very limited degree of ctimgy services which is problematic
considering the concept of science parks, whicludes assisting new entrepreneurs as
an essential part. The high demand for office spact. Petersburg also enables high
profits without servicing high tech companies. @&thproblems hindering the
development of the innovation structure are, howeawmsufficient funding and shortage
of specialists in the field of innovation enginegriand management (Boltramovich et

al., 2004).

4.2 Technopolisasa service provider in Russia

Technopolis Plc. (former Oulu Technology Park Lwgs established in 1982 as the
first science park in Scandinavia. Today Techn@peinploys 9,000 people and is one
of the largest technology centre operators speaigliin the provision of operating
environments for technology intensive companiekunope in terms of the number of
clients. Currently, there are around 12 000 pe@piployed by 930 companies and
other organisations working in the Technopolis texdbgy centres which are located in
five locations in Finland: Oulu, Helsinki regionappeenranta, Jyvaskyla and Tampere.
Technopolis is also the largest company in Finlgpecialising in providing operating
environments for high tech companies and offeriagrises including premises and
business and development services.
Technopolis business idea can be explained by #meice concept it has

developed for the needs of technology companies.cbmcept consists of three areas,
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namely premises, business services and developseerites. Technopolis technology
centres provide their customer companies with pemthat can be designed for the
needs of each company. Business services are mwdwycTechnopolis together with
its partners. The services are aiming at improviognpanies” cost-efficiency and
increasing the flexibility of their operations. Tiservices include for example legal,
accounting, patenting, translation and communioatigervices. Development services,
on the other hand, are designed to help customenpaoies to build their
competitiveness and resources to succeed in intenaa markets. They are developed
for start-up companies or companies on the verggrohg growth, but also for those
that are already established in international ntarkde addition, Technopolis offers its
customers regional attractiveness programs ando@tou and business development
services. Technopolis also provides consultingisesy as well as related planning and
training services.

A couple of years ago the company made a strawggtsion to expand its
operations to Russia. The decision to expand tsiRumnd namely to St. Petersburg
was affected by the quantity of Finnish companiesthie region and also by the
concentration of high-tech companies in this digtential customers in St. Petersburg
are the Russian and international high-tech conegafiom the ICT-sector. The
company is currently involved in several projectsRussia and the activities will be
briefly described in the following sections.

After the decision to internationalise to Russiagetiations with the Russian
federation concerning the participation of Techrigpim the special economic zone of
Neudorf in St. Petersburg region were started Tégotiations for this project have,
however, been frozen, by the state since 2006.udg 2006 Technopolis submitted a
draft of an investment agreement between the {haecipants, the federation, the city

of St. Petersburg and Technopolis and the compasilii waiting to be approved as an
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operator of a technopark in the special economitez@he company was, however,
prepared for the slow progress of the project dmetefore launched several other
projects simultaneously.

The second project of Technopolis in St. Peterslmwglves cooperation with
St. Petersburg State University of Telecommunicatiand Ministry of Information
Technologies and Communications which accordinthéeocompany has proved to be
more business oriented than the agency for spec@omic zones. The ministry has
also hired Technopolis to consult in the creatibthe concept of the technoparks, for
the other cities they plan to build technoparks Ab.the moment the partners are
finalising negotiating on terms of ownership andthe negotiations are concluded
successfully the project should develop into buaida technopark in the ICT-university
in St. Petersburg.

The third step of the international expansion waalised in December 2006
when the company purchased 4,6 hectares of landtheaPulkova airport from the
private market. After closing the deal the comphay started the process of acquiring
all necessary approvals, permits and investigatiorgder to obtain the permission to
build. Technopolis plans to establish a technolpggk with about 80 000 square meters
of office premises and parking placé&ée location was selected due to its proximity to
the airport and good connections to the city ceridkova Technology Park will be
designed as a platform for Finnish and internaticompanies interested in starting or
expanding their operations in St. Petersburg amsb alor Russian companies
internationalising. This technology park is beingsigned as a hub for international
business activities providing customer companieth Wexible, tailor-made premises,
business services and development services. Thadegy park concept has been

developed for over twenty years and which is dexigto meet the specific needs of
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technology companiesThe model for the Pulkovo technopark is similarMtantaa
technopark, which is situated close to the Helsaiport.

The fourth important step in the internationalisatprocess was the creation of
an innovation centre in St. Petersburg. The innomatentre was created mainly to
serve the Finnish companies needing support irbkstiang their operations in St.
Petersburg. Technopolis also hopes that the cliehthe centre might become their
future tenants in the technopark to be built in tbgion later. The centre is also a
manifestation of the intentions of the company éviasly establish themselves in
Russia and start to create a position in the mafkat this project the company has
rented a whole store from an existing businessreequite close to their construction
site in the Pulkova area and they are now providenyices and renting the space for a
modest price. They are also renting very small epafor the purposes of small
companies for which otherwise finding a space ks 100 square meters in St.
Petersburg would be almost impossible.

The innovation centre has already attracted someidfi organisations in the
premises. Some of the innovative clusters the comgaes as potential in the future
and is also itself interested in developing paghgrs are the energy cluster and
aviation cluster, which is natural due to the pnoixy of the airport. The company also
wants to serve the existing clients in their tegarks in Finland as well as other
Finnish companies and help them, especially smmall starting businesses and even
larger companies not yet established in Russiadenmto the country. The centre also
helps Technopolis to form good relationships witle tompanies who might later
become their clients in the Pulkova technopark anelate networks for future
cooperation.

The latest phase of the international developmenfas has been Technopolis

decision to establish the local organisation, sihogas realised that by running the
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operation from Finland the goals of the companyRussia could not be achieved.
Therefore the establishment of a local company hindhg local employees to be
responsible for the Russian operation was neces3drg organisation allows the
company to be more operative and to react morallsaplhe local management has
also been able to deepen the cooperation with Rugsrtners and create the network

of Russian and Finnish partners.

4.3  New service development of Technopolisin St. Petersburg

The service concept designed by Technopolis iseqgnéw to the Russian market.
Pointed out by Kihlgren (2003) among others thersm centers in St. Petersburg have
been concentrations of scientific excellence rathan service organisations providing
a wide range of business support and especiallyageanent support and consulting
have been largely lacking in traditional sciencetess. The service concept can
therefore be regarded as new to the market follgwire definition of Cooper (1987).
The model for the Pulkovo technopark is Vantaa rieplark which differs from
common business centers mainly by a wider rangseofices available in single
location. The level of modern services and opegagnvironments differentiates the
service concept of Technopolis from the traditioseilence centres in St. Petersburg.
The company sees a lot of potential for their sengoncept in Russia, since according
to them there is a lack of a single technopark aipey with a similar concept on the
market. The company’s perceived competitive adgedaare excellence service, the
premises designed and built for the purposes di-tegh company and participation
development programs.

The infrastructure of most the office space in Russs not been built for the

purposes of the ICT industry and usually does patgdy with the specific needs of the
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sector. Many of the office buildings have been ioaly designed for other purposes
and for example former factories and residentialdings have been transformed into
office use and although the buildings are redeadajhey have not been designed for
the purposes of ICT companies, which can causel@rsb due to impropriate
infrastructure for instance. Office space provideg Technopolis are located and
designed for the purposes of ICT industry which gae them a competitive advantage
in Russia especially. The company has also conduetejuiries among potential
customers concerning their needs, partly in ordenarket their services and found out
that their opinion had not been asked before aackfbre the services developed before
might not suit their needs.

Tehcnopolis sees the customer orientation essentsdrvice development and
business services will be designed to enable cug®to focus on their core businesses.
The customers can therefore be seen as an imp@aanof the service development
which supports the customer oriented new serviceldpment model of Alam and
perry (2002). In Finland the services include etléng from catering and cleaning to
legal services and event management. The servitge rs constantly developing and
changing in accordance with customer needs. InPStersburg the service package
will be strongly localised, and will take into aced the special features of the St.
Petersburg business environment and there is tirereéed for the development of new
services designed to serve the customers in thikenhaTechnopolis had to make
adaptations to local environment in its service cem. For instance, it has been
necessary to incorporate transportation servicethénservice package it offers its
customers in its innovation centre in Russia. Farrtitore, for Finnish companies
entering Russia, support services related to eshkat a company in Russia,

accounting, legislation and recruiting are esseniibe entire service concept will be
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localised and also development services will ballypdifferent from Finland, because
of differences in Russian legal and operating emvitent.

Considering the services developed by the compamthé Russian market from
the point of view of the new service strategy nxabi Scheuing & Johnson (1989) it
can observed that the activities include featufesl@f the strategy options introduced
simultaneously. The company is extending the maokeéhe existing service concept
developed in Finland, but also making extensiong to meet the local demand. The
company also wants to serve its existing custonaed provide them with a new
operating environment in a different locations. Alsompletely new cooperation
models are developed such as the innovation cewotrassist the customers in
internationalisation. A strict division of the neervice development in any one option
would be difficult in this case and it might alsalicate that in this context developing
services might require many strategic approachmesltineously.

Partner network is essential for the developmentTathnopolis’s services in
general as most of the realisation of the busisapport services offered for companies
are outsourced. In order to start operations insRusTechnopolis had to build a
network of cooperation partners for providing tlevices to their customers. These
companies include e.g. consulting companies, lawsfi transportation companies etc.

Other cooperation partners in Russia are Finnishagg and governmental
actors such as Finpro, Sitra, Ministry of Trade amtustry, and various Finnish cities
which Technopolis had relationships already impits-international stage. Technopolis
has created partnerships with the city adminisiratf St. Petersburg as well as other
public sector actors, such as Russian Ministry rdbrination Technologies and St.
Petersburg State University of Telecommunicatidieszertheless, the partnerships with
Russian public sector actors have been charaalews® bureaucracy related to for

instance entering the Special Economic Zone. Thaioaships with the local public
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administration is, however, very important in tleevice development as the regulations
of operations and participation in cooperation @ctg with the public administration

offers opportunities for new service developmertie Tmost visible examples of the
effect of the public administration on the servi®velopment and the operations in
general are the negotiations of the participatibthe company in the special economic
zone. The technology park operator was aiming teld@ their service concept in a
new kind of environment, but the negotiations hagen halted by the administration.
The support of the public sector is in this casevesy important factor in the

development of the service concept in this locatitso as a source of information and

cooperation partner.

5 DISCUSSION AND CONCLUSIONS

Case study indicates that the new service developme the company under
investigation differd quite considerably from thengentional NSD models and the
activities follow more the models with success destof service firms. In fact, linear
model of NSD process has been criticised sinceediny model of Bowers (1989), and
almost no empirical evidence has been found towage using it as a tool to manage
the NSD process (de Jong & Vermeulen 2003). Newicerdevelopment process
should not be seen as an independent process baitcastinuum, where previous
activities have affected the shape of the prodemsexample, Technopolis’ operation in
St. Petersburg are a result of 20 years of sedegelopment.

The process cannot be anyway seen as a linearsgras they have many
overlapping NSD process simultaneously in St. Bbteg. These overlapping projects
affect each others for instance via common custdrase and should be interpreted in a

bundle rather than linear mode. This is due toedifiit services offered face different
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challenges but are still linked to each othersstatf, customer of another member of
company’s external network. It is also seen in ¢hee study that not all stages are
individual but overlapping. For instance enquireescerning customer needs are not
made only for finding out the market gaps but atsmarket their own services.

As Technopolis’ NSD process in St. Petersburg wasd to have features of all
of the strategy options presented in Scheuing &doh’'s (1989) new service strategy
matrix, it indicates the need of more holistic urstiending of how to manage NSD
processes. This takes us closer to the NSD stdgis Jong and Vermeulen (2003) and
innovation value chain of Hansen and BirkinshawO@0which encourage to make the
best out of internal and external (people and sire§ resources in different stages of
process.

The case study shows that Technopolis is customented, as it modifies its
services according to customer needs and a pénedfervices are seen to be produced
jointly with its customers. However, it is not dgléhe customers in which they can rely
on. Therefore it is encouraged to have more holigigw on the external sources in
different stages of NSD process. However, the costdnput was recognised already
in the very beginning of the process. Network appho towards new service
development may make process more embedded irystens and therefore it may be
more difficult to be copied than what servicesiargeneral considered.

One of the key findings of the case study is thatrd¢ are different needs for
companies when operating overseas. This is notdunyto different companies, when
also existing Finnish customers have country spesérvice needs.

Institutions and bureaucracy have delayed the pgyaghich can be common in
international markets but may be also more couatiy culture specific feature. It must
be however noted that delay of NSD process wasypatpected in Technopolis and it

cannot be used as a sole factor measuring suct®S process. Anyway, the case
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partly confirms the idea that some NSD practicesukh be adjusted for national
context, as suggested by Alam (2006). The intevnati context of NSD process
emphasises the importance of new resources negdeédebcompany. Of particular
importance seems to be local workforce, which ig &b build local network and thus
combine internal and external network for NSD pssce

The research findings may be very industry-spec#g seen in Sundbo (1997)
and therefore more research is also needed irrdliffdields and types of services. In
fact, it is not even shown whether it is reasonablaim at finding one model which fits
all services. Future research should study morenttevork approach of the NSD
processes, as Technopolis is as a node partlyaj@agl new services for its customers
and acting on its behalf as an external operataredis A little is also known how much
the motives for and location of FDI affect the Nfidcess. For instance, location may
have tremendous effect on the customer segmenksasiaviation cluster in Pulkova
Technology Park. As a part of Technopolis’ serviees outsourced, this should be
given a special attention, how services can be ldpgd in cooperation with the
outsourcee. One more interesting question whichbearaised from the case is whether

Technopolis takes some of the services it proviklé&d. Petersburg back to home.
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