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Abstract 

Canvia is a Peruvian company owned by Advent International, which is one of the 

five largest private equity investment funds in the world. Canvia provides digital 

transformation services to clients to achieve the concrete business results, operating the 

following four business units: (a) service desk, (b) digital service, (c) business operation, and 

(d) cloud. The service desk unit is currently earning a low rate of margin. The main problem 

identified is a contract of service negotiated with Tiendas por Departamento Ripley, a 

Chilean retail company; and Banco Ripley Peru, a Chilean bank. According to the terms of 

this contract, Canvia provides their service desk services to both companies in Peru, by which 

the company receives a flat fee, independently of the number of tickets Canvia team resolves. 

This results in a constant revenue stream for Canvia and the increasing costs they have faced, 

resulted in financial losses to the company. However, at the moment, they are generating 

profits because of some changes introduced by the new Senior Manager. In this sense, the 

service desk unit, in particular Ripley’s account, is interested in look for any solution that 

generate a steady 20% profit margin. 

After reviewing the relevant literature, we have developed three alternatives of 

solutions, which are composed by several activities, which have been evaluated according to 

factors such as costs, innovation, risk, value added, feasibility and Canvia’s feedback. Our 

proposed solutions are a mix of these activities, which try to reduce costs but also increase 

Service Desk Unit’s flat revenues. The solutions are the implementation of a training website 

and the provision of training services to Ripley’s employees who manipulate embosadoras. 

However, since the success of these alternatives does not depend only on Canvia, it is 

concluded that the generation of a steady 20% profit margin for the Ripley account will not 

be possible if Canvia does not remain contracted by Ripley to provide additional services. 

 



 
 

   
 

Resumen Ejecutivo 

Canvia es una compañía peruana parte de Advent International, uno de los cinco 

fondos de inversión de capital privado más grandes del mundo. Canvia proporciona servicios 

de transformación digital a sus clientes para lograr resultados comerciales concretos, 

operando las siguientes cuatro unidades comerciales: (a) service desk, (b) servicio digital, (c) 

operación comercial y (d) cloud. La unidad de service desk está afrontando un bajo 

desempeño financiero. El principal problema identificado es el contrato de servicio negociado 

con Tiendas por Departamento Ripley, una empresa minorista chilena; y Banco Ripley Peru, 

un banco chileno. De acuerdo con los términos de este contrato, Canvia brinda sus servicios 

de service desk a ambas compañías, a cambio de una tarifa fija que no incrementa a pesar de 

que el número de tickets por resolver siga aumentando. Esto resulta en un flujo constante de 

ingresos para Canvia y un aumento significativo de costos, lo cual causó que la compañía 

llegue a tener pérdidas financieras. Sin embargo, actualmente están generando ganancias por 

algunos cambios realizados por el nuevo Gerente de Proyecto. En este sentido, la cuenta de 

Ripley en la unidad de service desk, está interesada en buscar cualquier solución que genere 

un margen estable del 20%. 

Después de revisar la literatura relevante, se han desarrollado tres alternativas de 

soluciones, compuestas por varias actividades, que han sido evaluadas de acuerdo a ciertos 

factores. La solución propuesta es una combinación de estas actividades - la implementación 

de un sitio web de capacitación y la provisión de servicios de capacitación sobre embosadoras 

- con el objetivo de reducir costos y también aumentar los ingresos fijos de la unidad. Sin 

embargo, dado que el éxito de estas alternativas no depende solo de Canvia, se concluye que 

la generación de un margen de beneficio estable del 20% para la cuenta de Ripley no será 

posible si Canvia no permanece contratado por Ripley para la provisión de servicios 

adicionales. 
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Chapter I: General Situation of the Organization 

1.1. Presentation of the Organization 

Canvia is a leading company in digital transformation owned by Advent International, 

one of the five largest private equity investment funds in the world. The company was 

founded in 1984 as GMD (Advent International, 2019a). However, since 2017 the company 

operates under the name Canvia. The change in names was part of a restructuring and 

reinvention plan. The CEO of Canvia is Jaime Dasso (Advent International, 2019a). The 

current organization chart of the company is shown in Figure 1. 

 
Figure 1.  General management. 
Retrieved from Bienvenido a Canvia (p. 12), by Canvia, 2019, Lima, Perú: Author. 
 

During the last 34 years, Canvia accompanied clients’ technological development to 

obtain great achievements, such as the development and implementation of the system of 

main contributors to the  Superintendencia Nacional de Administración Tributaria (SUNAT), 

the custom and taxation organization of Peru, as well as the first outsourcing of SAP in Peru 

(CIO Perú, 2018). The goal of Canvia is to provide digital transformation projects to their 

clients to help them to achieve their concrete business results. Canvia includes the following 
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four business units: (a) service desk, (b) digital service, (c) business operation, and (d) cloud 

services. These work units support Canvia to operate its different business areas. More 

specifically, the service desk unit provides face to face support and help service as well as 

digital service responses for software development and testing. The business operation unit 

helps clients to redefine traditional processes. Thereby the focus is mainly on paperless 

solutions, banking processes, electronic collection and others. The business unit cloud 

services provide implementation of hybrid clouds and managed services to facilitate data 

management in companies. Also, Canvia is currently leader in outsourcing services, such as 

service desk, application outsourcing and IT outsourcing. The main sectors covered by 

Canvia are Industry and Commerce, Banking and Finance, Retail, Public Sector, Natural 

Resources and Education and Mining (Canvia, 2019). 

Canvia’s holding company Advent International, was established in 1984. The firm 

invested in over 340 private equity transactions in 41 countries. As of June 30th, 2018, they 

had $41,000,000,000 in assets under management (Advent International, 2019b). They 

employ more than 190 investment professionals in offices over four continents: (a) North 

America, (b) Europe, (c) Latin America, and (d) Asia. The firm focuses on investments in 

five core sectors, including (a) business and financial services; (b) healthcare; (c) industrial; 

(d) retail, consumer and leisure; and (e) technology, media, and telecom. Advent International 

is experienced in investment in the technology, media, and telecom (TMT) sector and 

completed more than 75 investments in 24 countries in this sector. Canvia represents one of 

their TMT sector investments in Peru. Canvia (prior GMD) is successfully presented on the 

market for 34 years and has over 1800 employees in 2019 (Canvia, 2019). Also, Canvia has 

established some strategic alliances with key companies in the industry, such as IBM and 

IBM Watson, Microsoft Azure, SAP, Hewlett Packard Enterprise, Huawei, Cisco, Oracle, 

among others. Also, the company has certifications by SAP in Hosting Operations, in SAP 
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HANA Operations, and in Cloud and Infrastructure Operations; as well as have ISO 22301, 

ISO 9001, ISO 18001, and ISO/EIC 27001 certifications (Canvia, 2019). 

To go a step further in its strategy to promote digital transformation, Canvia 

announced the acquisition of Ideafoster on November 6th, 2018. Ideafoster is a company 

dedicated to the management of fast innovation and prototyping, born in Barcelona in 2014 to 

help large companies to generate prototype, test ideas, and develop new business models. It 

has clients in 12 countries across Europe, the United States of America, and Latin America. 

Both Canvia and Ideafoster are complement each other. While Canvia is going to take charge 

of the development processes, Ideafoster is responsible for the innovation processes. Due to 

this Canvia enhances its position as a company that boosts and supports the digital 

transformation process to their clients and has a broad portfolio of solutions and digital 

transformation services that integrate (a) IoT, (b) Big Data, (c) Artificial Intelligence, (d) 

Machine Learning, and (e) Robotics technologies. The acquisition of Ideafoster allows 

Canvia to deliver more disruptive and more innovative solutions that transform and optimize 

user-centered business models and processes. With the support of Ideafoster, Canvia aims to 

be the benchmark company in digital transformation services in the Pacific Region by 2020 

(Canvia, 2019). 

In order to maximize productivity and secure that they are doing the correct job, 

organizations must provide their members with a clear conception of who they are, where 

they are going and how they are going to reach this (Falsey, 1989). In the field of strategic 

management there is the perception that a vision, mission, and values can provide such 

guidance for a business and meaning for its employees. Therefore, the following chapter 

focuses in discussing the design of each at Canvia. To do so, the firm has provided two 

company presentations that present the organization's vision, mission, values and their Code 

of Ethics. 
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1.1.1. Vision 

As Mirvis, Googins and Kinnicutt (2010) point out, the desired future for a company 

is articulated in the vision. Moreover, for company strategy purposes, the vision provides an 

intellectual framework, since it sets a strategic direction and presents a conceptual map of 

how a company moves from its current situation to a desired future state. A vision is also a 

motivational driver and answer the question, what a company wants to be (D’Alessio, 2015). 

Canvia’s vision is represented in a statement which aims to portray the company’s 

aspirations: “Ser la empresa referente en servicios de transformación Digital en la Regíon 

Pacífico“ (Canvia, 2019 p. 16). Hence, Canvia wants to become the number one company 

and benchmark for digital transformation services in the Pacific Region. This is what the 

company hopes to ultimately accomplish by 2022. 

According to D’Alessio (2015) a successful vision comprises nine components. In 

order to evaluate the vision statement of Canvia, Table 1 shows an assessment of each 

component. According to this assessment, Canvia combines these nine criteria in their vision. 

Hence, there is currently no need to alter the vision statement. 

Table 1  

Nine Components of an Effective Vision 

Component Assessment Reasoning 

Defined time horizon Yes 2022 

Ambitious, conclusive, yet realistic Yes Number one company 

Stated in a simple, clear, understandable way Yes Short and on point 

Designs the organization for the future Yes Pointed towards their goal 

Central ideology that motivates to make changes Yes Benchmark for digital 

transformation 

Forecasts a geographic scope Yes Pacific region 

Familiar to everybody Yes Known to employees 

Creates sense of urgency Yes Due to the time horizon 

Clear picture of where the organization wants to go 

and why 

Yes Defined goal 

Note. Adapted from El Proceso Estratégico: Un Enfoque de Gerencia (3rd ed. rev.), by F. A. D’ Alessio, 2015, Lima, Peru: 
Pearson. 
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1.1.2. Mission in Peru 

A company's mission relates to their purpose (Mirvis et.al., 2010) and answers the 

questions what a company's business is (D’Alessio, 2015). Canvia’s webpage states “we are 

paradigm shifters”. To achieve this statement and the introduced vision, the company relies 

on the following mission: “Proveer soluciones de Transformación Digital que aporten valor 

al negocio de los clientes en base a nuestro conocimiento de industria, reconocidos por 

nuestra calidad de servicio, excelencia operacional y el talento de nuestros colaboradores.” 

(Canvia, 2019 p.17). The direct translation would be: “To provide solutions in digital 

transformation, that bring value to our customers, based on our knowledge of the industry. 

Canvia aims to be recognized for the quality of their services, their operational excellence 

and the talent of their collaborators”. Hence, Canvia wants to provide solutions in digital 

transformation, that bring value to our customers, based on our knowledge of the industry. 

The organization aims to be recognized for the quality of their services, their operational 

excellence and the talent of their collaborators.  

According to D’Alessio (2015) a successful mission has the nine components. In 

order to understand if the mission of Canvia is effective, it is going to be assessed by each 

these nine components. The assessment can be found in Table 2 By mapping these nine 

components to the mission of Canvia it becomes obvious that it could be stressed in respect to 

the markets and the concern about the employees. Hence, Canvia should adjust its mission 

statement to: “to provide solutions in digital transformation, that bring value to firms and 

people in the Pacific Region, based on our knowledge of the industry. Canvia aims to be 

recognized for the quality of their services, their operational excellence and the talent of their 

collaborators”. This statement describes what Canvia feels that it has to achieve now so that it 

can ultimately achieve its vision in the future. It defines how the company will be different 

and stand out from its competitors in the industry. 
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Table 2  

Nine Components of an Effective Mission 

Component Assessment Reasoning 

Clients / consumers – buyers Yes Mentions the customers 
Products: goods or services Yes Solutions in digital 

transformation 
Markets No  
Technology Yes Pointed towards their goal 
Objectives of the organization: survival, 

growth, and profitability 

Yes Bring by value 
Philosophy of the organization Yes Quality, excellence, talent 
Self-concept of the organization Yes Industry knowledge 
Concern about the public image Yes Recognized for quality of 

services etc. 
Concern about the employees No  

Note. Adapted from El Proceso Estratégico: Un Enfoque de Gerencia (3rd ed. rev.), by F. A. D’ Alessio, 2015, Lima, Peru: 
Pearson. 
 

1.1.3. Values 

Values constitute the conduct pattern that guides the decision-making process in an 

organization and are an essential part to outline a firm's objectives and purposes, develop the 

policies and define the strategic intentions (D’Alessio, 2015). Canvia has defined five values 

that will allow them to transform their culture to fulfill the purpose of making life easier for 

people.  

The first value is “aprendemos para superarnos” (Canvia, 2019 p. 3) Canvia defined 

this as seeking to be excellent at what they do and although they know they will find 

themselves facing unknown and challenging things along the way, they will always seek to 

learn from these experiences in order to be better and better. Canvia defines the following 

three statements in relation to the first value: (a) reject, because they always challenge and 

seek to do new things; (b) learning, because they take their experiences and mistakes, as 

lessons learned; and (c) extra mile, because they go the extra mile in everything they do.  

The second value is “crecemos juntos” (Canvia, 2019 p. 3). According to this value, 

Canvia has recognized that working together in teams, as well as with their allies and clients 
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enables them to achieve their purpose. In using the diversity in teams, they can create a 

greater impact than they could have imagined separately. Canvia defines the following three 

statements in relation to the second value: (a) team, because they work as a team in all areas; 

(b) synergies, because they collaborate and look for synergies with others; and (c) 

achievements, because they celebrate the achievements of the team and Canvia. 

The third value is defined as “cambiamos lo establecido” (Canvia, 2019 p. 3). The 

organization encourages their employees to seek to question everything, in order to change 

established things. In addition, they think outside the box and take risks along the way, 

without fear of making mistakes, because this is the only way to generate innovative ideas 

and turn them into reality. The following statement underline this value: (i) questioning 

themselves, because they question the current to think how to do it better; (ii) thinking 

outsides of the box, because they think outside the box to propose innovative ideas; and (iii) 

take risks, because they dare to take risks to change things. 

Canvia’s fourth value is “lo hacemos hoy” (Canvia, 2019 p. 3). This value is based on 

the idea that bringing ideas to the world today has more value than saving them for 

tomorrow. It compiles the following statements: (a) agility, because they implement their 

ideas in an agile way; (b) validate and improve, because they validate their ideas on the field 

and improve them; and (c) flexibility, because they adapt quickly to their customers and to 

the market. 

Finally, the fifth value is “generamos impacto” (Canvia, 2019 p. 3). The organization 

and its employees are passionate about technology, but they are even more passionate about 

the value that this can bring to companies, families and people. They strive to always think 

about the importance of their work and give their best to add value to customers and society. 

This is enforced by the following three reasons: (a)  they always think about the reasoning of 

what they do; (b) they understand the client, because first they understand the needs of their 
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clients to know what solution to give them; and (c) they deliver value, because they are 

always looking to add more value to their customers and society. 

Canvia describes these values as components of their DNA. They guide the 

organization and the employees to know how to act at all times and which are the foundations 

and bases of their culture. They pose that their culture will be strong as long as they live each 

of these values. 

1.1.4. Code of Ethics 

One of the main principles that indicates which behavior is permitted and which is 

prohibited is the Code of Ethics. A Code of Ethics has three main functions in an 

organization: first, to demonstrate an interest in ethics by the organization. Second, 

transmitting ethical values of the organization to its member. Third, to impact the ethical 

behavior of the respective members (Wotruba, Chonko, & Loe, 2001). Canvia provides three 

different channels, that employees can use to file concern in respect to ethics - personally, via 

email or even anonymously via phone (Canvia, 2019 p. 68). Moreover, there are no 

hierarchies in communication.  Every employee can confidentially refer directly to the 

respective managers. In order to promote the Code of Ethics, Canvia defined different 

consequences. If employees breach the code, a noncompliance alert is given that is followed 

by an investigation and if a breach is identified by a sanction. Moreover, the team might 

experience a contagion effect and for Canvia as an organization a reputational damage or a 

punishment. On the other hand, employees experience recognition and pride (Canvia, 2019 p. 

69). 

1.2. Industry Analysis (Porter´s Five Forces) 

According to Porter (2008), there are five forces that influence a company’s 

competitiveness and the profitability in its industry: (a) threat of new entrants, (b) bargaining 

power of buyers, (c) threat of substitute products or services, (d) bargaining power of 
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suppliers, and (e) rivalry among existing competitors. In that sense, an analysis of these 

forces is made in order to determine Canvia’s competitive position within the Information 

Technology services industry. A summary of Canvia’s five forces analysis is represented in 

Table 3. The detailed analysis will be presented in the following sections. 

Table 3  

Summary of our Canvia’s Five Forces Analysis 

Porter’s Force Diagnosis 

Threat of new entrants Moderate 

Bargaining power of buyers High 

Threat of substitute products or services Low 

Bargaining power of suppliers High 

Rivalry among existing competitors Moderate 

Note. Adapted from “The Five Competitive Forces That Shape Strategy,” by M.E. Porter, 2008, Harvard Business Review, 

86, p 80. 
 

 1.2.1. Threat of new entrants 

In the IT services industry, the investment of opening a business is significantly high. 

This is due to the high costs of the tangible assets needed, either for the infrastructure where 

it will be operated as well as the equipment, and also for the costs of non-tangible assets, such 

as licenses. Also, because the industry is one that changes and evolves constantly, in addition 

to requiring specific knowledge, R & D costs are especially high. 

In relation to the personnel required to operate this type of business, they must be 

highly specialized technical workers, whose training must be frequent and specific for each 

division and subdivision of the company, which also has a high cost. Likewise, it should be 

taken into account that Peru has a large technical deficit in general, despite the great labor 

demand that exists for them and the high salaries that are offered in comparison to other 
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professions (Confiep, 2019; Demanda y escasez laboral, 2016; La demanda de profesionales 

técnicos, 2018).  

However, the recent trend that exists worldwide among companies to opt for digital 

transformation is evident, in order to remain current in their industry. In this regard, Peru 

seems to be a very attractive market for foreign companies already established dedicated to 

the digital transformation of business. In the Competitiveness ranking of the World Economic 

Forum, Peru is ranked 94 out of 140 countries in the Adoption of Information and 

Communication Technologies indicator (World Economic Forum, 2018). Also, as reported 

by Gestión (2018), 76% of companies in Peru only use the Internet as a means of 

communication, and only 24% use it as a means of selling products and / or services, in 

addition to the large number of companies that do not even have a website or social media 

interaction. This suggests that there is a high potential demand in Peru, which will naturally 

increase over time. This reveals a study conducted by Xertica, which also mentions that one 

third of Peruvian companies invest more than 10% of their budget in technology (Mendoza, 

2018). Due to those reasons, it is considered that the threat of new entrants in the IT services 

industry is moderate. 

 1.2.2. Bargaining power of buyers 

The knowledge that is handled in the present industry is not a general one. Contrary, it 

is technical, highly specific and difficult to understand in case of not having any previous 

related study. However, the majority of medium or large companies have IT specialists or 

technicians in their workforce, who can be part of the negotiating team. 

Also, an aspect that positively influences the negotiating power of buyers is that 

normally the companies that hire this type of service are medium or large companies, due to 

the high budget required to invest in technology. In that sense, many of the companies that 

compete within this industry will want to have them in their client portfolio, thus yielding a 
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bit of their bargaining power. It must also be borne in mind that since the customers are large 

companies, they may have previously negotiated with competitors and already have offers 

from them. Also, these companies usually have specific requirements that not all companies 

in the sector can meet. Due to those reasons it is considered that the bargaining power of 

buyers in the IT services industry is high. 

1.2.3.  Threat of substitute products or services 

Taking into account that we analyze the IT services industry in Peru, we cannot 

overlook the great informality that exists in the country. In relation to the technical support 

services provided by Canvia, consumers could also opt to choose the technicians who operate 

in the informal sector, whose prices are lower than those of a constituted company. However, 

as we mentioned, the main clients of this type of company are medium or large companies, 

which operate in formality and must submit invoices and other documents to Sunat. Sunat is 

the Peruvian Tax Authority, which requires companies to comply with certain requirements 

in order to consider the documents submitted to it valid. Within these requirements, it is 

requested that any cost or expense incurred by the company be based on an invoice or receipt 

for fees. For that reason, they cannot choose to require services from informal companies, 

since they do not issue that kind of documents. In conclusion, it is considered that the threat 

of substitute products or services in the IT services industry is low. 

1.2.4. Bargaining power of suppliers 

Since it is a company that provides technological services, it needs companies that 

provide software and hardware. These companies are usually multinational giants with great 

worldwide recognition, such as (a) IBM, (b) SAP, (c) Microsoft, (d) Cisco, among others. 

Because each company provides relatively distinct and specific services, and there is not a 

large number of companies lending exactly the same type of product, the bargaining power 

they have is high. So much so that many companies in the industry, including Canvia, are 
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forced to form strategic alliances with these companies in order to get better deals. In the 

specific case of Canvia, the company has strategic alliances with (a) Microsoft Azure, (b) 

SAP, (c) IBM, (d) Cisco, (e) Oracle, (f) Hewlett Packard Enterprise, (g) AWS, among others. 

On the other hand, in relation to the Service Desk business unit provided by Canvia, it 

has intermittent needs of technicians who must solve the technological problems of their 

clients, in those cases where there are no company personnel available to do so. The company 

that provides this service to Canvia is called Advisor, and due to the low supply of 

specialized technicians in this field in Peru, the power of negotiation of Advisor is a bit 

higher. Due to those reasons it is considered that the bargaining power of suppliers in the IT 

services industry is high. 

1.2.5. Rivalry among existing competitors 

As we mentioned above, today the demand for services related to information 

technology is increasing. In this sense, the number of companies that require these services is 

considerably higher compared to the number of companies that provide them, which means 

that rivalry between competitors is reduced. However, taking into account the importance of 

the services provided in this industry, and the heavy investment involved in hiring them, the 

companies requesting these services have specific requirements that IT companies must 

satisfy, which leads to these competing strongly to comply with them in the case of 

recognized companies. In the case of Canvia, and specifically with respect to its Service Desk 

business unit, there are about 10 direct competitors, such as (a) Sapia, (b) Sonda, (c) Hindra, 

(d) Telefónica, (e) IBM, etc. Due to those reasons it is considered that the rivalry among 

existing competitors in the IT services industry is moderate. 

1.3. External Analysis (PESTE) – Opportunities and Threats 

In the process of consulting, it is important to undertake the research on the company, 

its surroundings and the environment it operates it, and the factors affecting its operations and 
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functionality. Thus, we employ the PESTE analysis which help us determine the (a) Political 

environment the company operates in, (b) Economic factors affecting the financials of the 

company, (c) Social factors, (d) Technological factors the company tries to take advantage of, 

and lastly (e) Environmental factors the company tackles. This analysis helps us determine 

what are the shortcomings of the company and what are the future threats it needs to face. 

1.3.1. Political factors (P) 

The political stability of Peru is in a better position than the time when its political 

authorities were facing corruption charges. After the current President Martin Vizcarra has 

established his position, as a sense of optimism is infused in the people. This is due to his 

popularity of being a clean image and his ideology of changing the political environment of 

Peru (Jaquette & Lowenthal, 2018). This political certainty has improved economic 

governance and instilled confidence in the market. Yet, there remains instability due to the 

current congress of Peru and thus, the goal of a stable political environment is far from 

achieved. 

During the period of last 10 years, Peru has proved to be a stable and fast-growing 

economy of Latin America. Yet, its progress is hindered due to weak political institutions and 

absence of authority at the state level. Strong institutional pillars will provide efficient 

representation, install accountability, tackle corruption, and most importantly improve public 

services (Jaquette & Lowenthal, 2018). The government policies are focused on improving 

the existing sectors of industrial production than to create a new IT-focused sector (Bernstein, 

2000). 

1.3.2. Economic factors (E) 

Peru’s political stability has its effects on its economic conditions. There are positive 

sentiments on the economic indicators such as market stability, credit availability and equity 
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valuations. Peru is the seventh largest economy in Latin America, where the service sector is 

the main contributor to the country’s GDP with 60% (Focus Economics, 2019). 

Peru has changed its situation internationally during the last years, being that it is not 

a net creditor anymore, but a net debtor by registering surpluses on its current account 

balance. There is a strong contribution of FDI from Spain, UK and US, and the mining sector 

attracts approximately a quarter of the total FDI. The FDI inward flow was $6,175 in 2018 

(Focus Economics, 2019). The country has made important institutional improvements in the 

last two decades to produce positive spillovers to fiscal and monetary policy implementation. 

For e.g. there was only four years of deficit in the fiscal balance in the last decade and they 

have never been larger than 1.3% of GDP (Focus Economics, 2019). 

It is important to note, Peru is the recipient of aid from international organizations 

such as United States of America’s Export-Import Bank, Inter-American Development Bank, 

and World Bank to improve the telecommunications and information technology services 

(Focus Economics, 2019). The IMF intervened in 1998 to dollarize the Peruvian financial 

system. Also, The Central Bank of Peru committed to keep the inflation rates between 1-3%. 

According to the IMF, Peru invested 2.57% of its GDP to the ICT sector in 2015 – this is 

higher than the LATAM average of 2.06% (Focus Economics, 2019). Majority of the 

investment in the ICT sector is towards software and services. However, this is changing due 

to the increase in purchase of smartphones. 

1.3.3. Social factors (S) 

The Peruvian software staff uses Spanish as the primary language and does business 

in the same language. Regarding Peru’s current population, it is just shy of 33 million, which 

is 0.43% of the total world population (Worldometers, 2019). The median age in Peru is 27.8 

years (Worldometers, 2019). The poverty rate ($5.50/day) reduced from 52.2% in 2005 to 

26.1% in 2013, which is 6.4 million people overcoming poverty. In the same period, extreme 
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poverty ($3.20/day) reduced from 30.9% to 11.4%. The government spends 3.92% of the 

total GDP or 18.24% of the total government expenditure on education. For Primary 

education, the net enrolment ratio for women/men ratio is 96.94%/96.16% (United Nations 

Educational, Scientific and Cultural Organization [UNESCO], 2019). For secondary 

education, the ratio is 83.16/83.93 (UNESCO, 2019). The literacy rate in Peru is quite high. 

In the age group of ‘15 years and older’ and ’65 years and older’, 94.15% and 77.71% of the 

population is literate respectively (UNESCO, 2019). The ICT sector has created over 40,000 

jobs year on year for the past decade. 

1.3.4. Technological factors (T) 

Peru’s fixed-line density is the lowest compared to all the countries of South America. 

The reasons for this low rate are the purchasing power of the people which is quite low and 

the geographical diversity i.e. inaccessibility of these services in the jungle and mountains. 

The number of Fixed-telephone subscriptions per 100 individuals is at 9.8 while the mobile 

cellular subscriptions per 100 individuals is at 123.8 (United Nations Data [UNdata], 2015). 

The fixed broadband subscriptions per 100 individuals is at 5.9 while the mobile broadband 

per individuals is 65.7 (UNdata, 2015). Comparatively, low number of households have a 

computer and even lower have internet access at home i.e. 32.9 and 28.2 individuals per 100 

respectively (UNdata, 2015). Around 48% of the Peruvian population utilizes internet for 

various reasons. Peru offers services like Domestic and International Fixed Line, IMT (3G 

and 4G), DSL, Cable Modem, Fixed Wireless Broadband, Internet Services and 

Fixed/Mobile Satellite Services. 

1.3.5. Environmental factors (E) 

Peru handed over all the environmental responsibilities to a new institution called the 

Ministry of Environment which was created in 2008. Thus, all the responsibilities were 

transferred from the central government to the local authorities. Peru has around 73 million 
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hectares of forests which is nearly 60% of the its entire territory. Its current deforestation is 

rate is quite low at 0.2%. Deforestation and lack of rational use of the abundant natural 

resources are the main causes of greenhouse gas emissions (Libélula Comunicación, 

Ambiente y Desarrollo, 2013). 

The United Nations Environment Program setup the PAGE initiative to help countries 

integrate sustainability into development policies through inclusive green economy policies. 

Peru became the second country to take benefit of this initiative. These policies are meant to 

promote efficient use of resources, employ sustainability at their core and create green jobs in 

all the sectors. Peru’s bio-trade strategy is under works which will increase sales up to 40% 

by 2020, create 250,000 jobs and at the same time increase the revenues from carbon 

sequestration from $154 million to $750 million.  Additionally, new agencies have been setup 

to tackle environmental issues head on. These are National Water Authority, Investment in 

Forestry and Wildfire Resources, and the National Service for State-Protected Natural Areas. 

1.3.6. Opportunities and threats 

Based on the above-mentioned information in the PESTE analysis, initial conclusions 

regarding the opportunities and threats for Canvia are made. Canvia should take advantage of 

the current political scenario and the economic scenario to work towards getting more clients. 

Peru is one of the top destinations for foreign direct investment in Latin America and there is 

an increase in the number of huge investments made in the country in different sectors. 

Canvia provides Service Desk support and also provides cloud, analysis, and metrics 

services. For new companies looking to outsource their information technology unit, Canvia 

can be a potential service provider. This will expand the range of customers of Canvia and 

will contribute to generate revenue and profit. Canvia should focus on its marketing and sales 

strategy so it can put itself in a strategic position of competing with its counterparts. With an 

advent of AI (artificial intelligence) in the information technology sector, Canvia can set up a 
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benchmark in the utilization of the new incoming software programs to meet the needs of its 

clients. 

While the current political scenario in Peru is stable, history suggests that this should 

not be taken for granted. The policies which are in favor of the information technology sector 

can be overturned at any time. On the other hand, there is growing negative outlook towards 

companies who are not national. If the power in the center supports the idea of growth 

primarily through domestic indulgence, it can hurt Canvia’s chances at engaging with a 

higher number of clients. This will directly affect its revenue and profit. Also, the availability 

of skilled employees in the information technology sector is comparatively low. There is 

always the fear of losing out one’s best employees to the competitors. 

1.4. Internal Analysis (AMOFHIT) – Strengths and Weaknesses 

1.4.1. Administration and management analysis 

Canvia is Peru-based digital transformation company and its headquarters are situated 

in its capital city of Lima. Canvia is backed by a private equity investment fund Advent 

International and was found as GMD in 1984. The company provides digital outsourcing 

services and aims at transforming the clients’ business processes by implementing paperless 

solutions, integration IoT, cloud services, artificial intelligence and so on. It has four main 

business units: (a) service desk, (b) digital service, (c) business operation, and (d) cloud. The 

company aims to be the leader in the Pacific Region for providing digital transformation by 

bringing value to its customers. It wants to be known for its quality and operational 

excellence. Ripley is Canvia’s one of the leading clients and its service desk solutions are 

handled by Canvia since 2016. 

The current CEO of Canvia is Jaime Dasso and the company’s service desk decisions 

are approved by Hugo Gonzales, head of IT Transformation unit. The decisions of this unit 

are a collective effort of a small team consisting of the members and their decision-making 
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responsibilities shown in Table 4. Table 5 shows the services offered to Ripley fall under the 

service desk unit and the decision-making of Ripley’s account is handled. 

Table 4  

Roles and Responsibilities of Canvia’s Service Desk Unit  

Name Position Decision-Making Authority 

Hugo Gonzales Head of the Service Desk 
Unit 

Final Decision-Making 

Omar Obregon Delivery Manager Operative, Quality, Productivity 
Indicators, Human Resources 
Control 

Jose Antonio 
Regalado 

Service Manager Commercial, Strategy, Managerial, 
Economic  

Note. Retrieved from personal communication, by F. Montano, 2019, Lima, Peru: Author. 

  
Table 5  

Roles and Responsibilities of Canvia’s Ripley Account Employees  

Name Position Decision-Making Authority 

Miguel Campos Ripley Account/Project 
Manager 

Operative, Productivity 

Fayol Montano Supervisor Quality, Human Resources Control 

Note. Retrieved from personal communication, by F. Montano, 2019, Lima, Peru: Author. 

As mentioned above, to ensure operational excellence is maintained by the unit and 

optimum productivity is achieved, Omar Obregon seeks for efficiency from the service desk 

employees and overlooks the employment of skilled employees. On the other hand, Canvia is 

a growing business, always on the lookout for business opportunities. The company aims to 

expand its business either by acquiring new clients or to offer additional services to existing 

clients. Jose Antonio Regalado is responsible for business expansion and bringing new 

projects to the company. 
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1.4.2. Marketing and sales analysis 

Canvia follows the traditional approach towards acquiring new businesses. Its aim is 

to build relationships with its clients through customer service and quality, and this has 

helped the company to target the untapped market. The relationship management approach 

helps Canvia build references from its existing customers. At the same time, companies in 

search of IT services contact existing clients to gather information regarding Canvia’s 

services. Also, the company uses its social media campaign to market its services. It has a 

relatively active Facebook and LinkedIn account to advertise its services. In addition, Canvia 

has a very well developed, designed and complete web page, which explains what they do, 

how they do it, why they do it and its clients. The web page is available in English and 

Spanish, has a chatbot, allows users to contact them by email, and has a direct link to 

Canvia’s LinkedIn page and YouTube channel, etc. Also, Canvia has adopted the low 

cost/high quality approach to maintain/acquire new clients. It believes to be quite competitive 

in its prices compared to its competitors. Figure 2 and 3 shows Canvia’s Facebook page, 

Figure 4 shows Canvia’s LinkedIn page, and Figure 5 shows Canvia’s web page. 

 

Figure 2.  Canvia’s Facebook page. 
Retrieved from “Canvia,” Facebook, 2019 
(https://www.facebook.com/canvia.global/?ref=br_rs) 
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Figure 3.  Canvia’s Facebook page. 
Retrieved from “Canvia,” Facebook, 2019 
(https://www.facebook.com/canvia.global/?ref=br_rs) 
 

 

Figure 4.  Canvia’s LinkedIn page. 
Retrieved from “Canvia,” LinkedIn, 2019 (https://www.linkedin.com/company/canvia-
global/). 



21 
 

   
 

 

Figure 5.  Canvia’s web page. 
Retrieved from “Canvia,” Canvia, 2019 (https://canvia.com/pe/es/). 
 

1.4.3. Operational management analysis 

Canvia provides service desk services to multiple companies in varied industries. It 

has teams deployed to work on different companies/accounts. To understand the process, we 

will use the example of the Ripley account. Ripley provides retail and banking services in 

Peru and has multiple branches across the country. It requires constant IT support from 

Canvia to solve its hardware and software issues. 

Canvia has implemented a three-service level method. According to this method, 

when a Ripley employee faces an issue, they get in touch with a Canvia employee through 

the phone, thus generating a ticket. This call is received by the employee at level one who 

tries to solve the issue. However, before that, employees at level one need to fulfill a format 

describing the problem and other general information. It is important to know that, level one 

is the first point of contact for Ripley employees and is primarily equipped with solving 
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software issues. Figure 6 shows the area where level one employees work, which is located 

only in Ripley San Isidro. 

 

Figure 6.  Level one work area in Ripley San Isidro. 

If the issue is not resolved at this level, the employee forwards the issue, sending the 

already fulfilled format to level two, which is primarily equipped to solve hardware issues. 

However, it is possible that they need to solve complex software issues that level one 

employees could not. Level two employees try to solve the incidents on site. Ripley has five 

VIP stores (big stores) which, under the contract, require on-site assistance for any issue, 

during the entire time of the Ripley stores’ functionality. Thus, a Canvia’s employee per store 

is deployed in these stores. These stores are (a) Ripley San Isidro, (b) Ripley Jockey Plaza, 

(c) Ripley Miraflores, (d) Ripley Los Olivos, and (e) Ripley San Miguel. It is important to 

mention that in order to comply with the labor law, employees working hours should not be 

longer than 8 hours per day or 48 per week. In that sense, since Ripley operates 12 hours per 

day approximately, there are two shifts. Figure 7 shows the area where some level two 

employees work in Ripley San Isidro. In case of small stores across the country, issues are 
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solved over the phone with the guidance provided by Canvia employee to the Ripley 

employee. In case this is not viable, Canvia, in case of not having any available employee in 

the area, asks for third-party assistance in that region to provide on-site resolution. 

 

Figure 7.  Level two work area in Ripley San Isidro. 

Service level three comprises of Ripley employees who resolve software issues 

related to their own systems and processes. This level is contacted when issues are not 

resolved by either of the earlier levels. For every level, each employee is required to provide 

enough briefing regarding the actions undertaken to help the next level understand the issue. 

Also, this practice helps to keep track of the actions undertaken by each Canvia employee and 

avoid inefficiency/ignorance. It is important to mention again that this unit has four 

coordinators, who work in Ripley San Isidro’s facilities. Figure 8 shows the area where 

coordinators work. Since Mr. Miguel Campos entered the company and implemented some 

changes, each coordinator has to monitor the performance of each employee they have under 

their control. 
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Figure 8.  Coordinators work area in Ripley San Isidro. 
 

1.4.4. Finance and accounting analysis 

According to the service level agreement between Ripley and Canvia, Canvia is 

contracted to provide service desk services to Canvia till 2021. These services are provided at 

a flat fee irrespective of number of issues solved/number of hours of service 

provided/resources utilized by Canvia. This has affected the costing of Canvia as higher 

amount of efficiency and input is required in terms of resources. Till the end of last year i.e. 

2018, Canvia was producing losses for its Ripley account due to its contractual mistakes of 

absence of certain required clauses in the contract. However, after Mr. Miguel Campos was 

hired by the company in place of the earlier project manager (due to whom the contractual 

mistake arises), the company achieved break-even and then profits. This was achieved by 

termination of staff and implementing efficiency methods. Currently, the Ripley account is 

producing certain amount of profits, however, Canvia is aiming at a steady 20% profit margin 

by making additional cuts on cost and exploring other options to reduce the number of tickets 

(issues) registered by Ripley. 
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1.4.5. Human resource analysis 

Canvia aims at providing optimum services and excellent operational processes and 

this is achieved by highly skilled human resources who are hired through a streamlined 

recruitment process. To be part of the Canvia team, employees need academic background in 

computer/software engineering. Additionally, individuals with an experience of a year or two 

are considered an excellent addition as they understand working in a company environment. 

At the same time, the ones who show promise of learning and development are considered. 

Canvia believed in developing talent for the future and this is in alignment of culture and 

values. Canvia puts emphasis on relationship management and they look for the same in 

potential candidates. Based on the information provided by a current Canvia employee who 

works on the Ripley account, “Working at Canvia is a wonderful opportunity as there is a lot 

to learn. Additionally, the culture is quite positive and flexible and emphasis on work-life 

balance makes it a place I want to keep working.” Employees at Canvia are compensated 

according to their experience, position and at a competitive rate in the then current market. 

The employees at Canvia play a vital role in implementing the solutions proposed by 

the consulting team. They are aware of the changes in the last few months and they 

understand how important it is to hold Ripley’s account and achieve profits by maintaining 

efficiency and productivity. It is important for the consulting team to maintain a good 

relationship with the employees as the solutions suggested might include reduction in the 

overall number who are part of Ripley’s account. 

Currently, Canvia is looking to implement an incentive program for its employees. As 

part of this program, employee output and productivity will be tracked. This will help Canvia 

recognize its top talent and incentivize them accordingly and at the same time, train the 

employees who are not able to perform optimally. Implementation of an incentive program 
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motivates employees to perform and produce higher output. At the same time, it allows 

employees recognize the need to find their shortcomings and sign up for trainings. 

1.4.6. Information and technology analysis 

It is interesting to know the technology used by Canvia for its business as Canvia 

itself is information technology company. It is inevitable for the company to use the latest 

technology for providing optimum services to its clients and maintain competitiveness in the 

market. As explained earlier, for the service desk there are three different levels of service 

levels. For this, the company uses its own software to communicate with the Ripley 

employees. The ticket (issue) is logged and forwarded to the other service levels through a 

company software. 

Apart from service desk solutions, Canvia provides digital services to companies such 

as software development and testing. Additionally, IT companies provide cloud services to 

maintain and secure huge amount of data and these are additional business opportunities for 

Canvia with Ripley. Canvia is also the first outsourcer of SAP in Peru. Canvia maintains a 

record of its efficiency in terms of resolving client issues and improving processes. This helps 

Canvia to keep track of its performance and areas of improvement. Canvia has shown huge 

improvements in resolving its service level one issues by improving performance of its 

employees at the respective level. 

1.4.7. Technology and R&D analysis 

Canvia always looks for improvements in its technology. In this time and day when 

disruption in the industry is at the highest rate, it is important to keep up with the new updates 

coming in regularly. Based on the information provided by Fayol Montano, the supervisor 

who overlooks the operations of the Ripley account, the company has a dedicated department 

which overlooks the technology licensing and transformations. These updates are accordingly 

implemented in its own systems and for the required clients.  
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1.4.8. Internal strengths and weaknesses 

Based on the above-mentioned information in the AMOFHIT analysis, initial 

conclusions regarding the strengths and weaknesses of Canvia are made. Canvia’s strength 

lies its culture and values. It emphasizes on relationship management, top-notch service level 

and excellent operationality. This is reflected by Canvia’s employees’ work ethic who 

understand the culture and act with integrity irrespective of the incentive program for the 

Ripley account. This shows how they believe in producing results without being motivated by 

the personal financial gains. From Canvia’s point of view, maintaining service level has been 

a priority. Thus, regardless of the mistake in the Ripley contract, the company continues to 

provide services, which is acknowledged by the company Ripley itself. While producing 

profits is a necessity, Canvia has found ways to improve its costing for the Ripley account. 

Additionally, Canvia enjoys a good reputation in the ICT sector based on the good feedback 

and word of mouth of the existing customers.  

There is always room for improvements and thus for Canvia, it is important to not 

focus on one service for every client but to diversify its portfolio by maintaining a constant 

follow-up with its clients’ needs. For example, when a Canvia employee signs up a new 

customer, that individual who is the face of the company for the client, is not part of the 

feedback process or after-sales services process. Keeping this individual in the loop would 

create understanding of client issues and improve future agreements/contracts. Additionally, 

Canvia shows scope of providing consulting services to its clients. This includes providing 

analytical, monitoring and metrics services to clients which will help improve the efficiency. 

Canvia needs to keep an eye open to such new business opportunities. Also, Canvia can show 

progress in its automatization processes and at the same time prepare itself in the world of 

Artificial Intelligence. 
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1.5. Conclusions 

Canvia is a leading digital transformation company in Peru and it continues to lead in 

the services of service desk, digital services, business operations, and cloud. It has a great 

backing by Advent International and understands the ICT industry in Peru. Canvia receives 

great feedback from its existing customer for its services and accuracy. Canvia is known for 

its cost-effective services which is supported by its relationship management approach. 

Canvia’s organizational structure is filled with talented human resources who have 

successfully led the company to provide services in sectors of Banking, Commerce, Finance, 

Retail. Natural Resources and so on. With the traditional form of marketing and sales 

approach, Canvia relies on references to secure new clients. At the same time, social media 

campaigns on Facebook and LinkedIn help the company reach out to the untapped markets.  

It is important to consider the lack of skilled human resources in the ICT industry and 

yet Canvia is able to recruit talented employees who not only understand the culture but are 

also supportive of the functionality and changes which will happen in the near future. With 

the help of the new technology and updates in the industry, Canvia can support its customer 

base. For the Peruvian market, it is recommended Canvia is able to fight obsolete practices by 

upgrading to automatization as and when required.  

Adding to that, with the scope of expanding business into consultancy, the company 

can provide extended portfolio of services, other than technical help. This will include 

metrics, analytics and monitoring. Services that as mentioned, Canvia are interested in 

providing. 

Lastly, Canvia has to ensure that it does not repeat entering into a contract similar to 

Ripley. This means it should acquire accounts like Ripley keeping check its operationality, 

efficiency, costing and profits. Figure 9 shows the SWOT matrix for Canvia. 
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Figure 9.  SWOT matrix. 
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Chapter II: Key Problem 

This chapter is key for the development of the report, since it focuses on analyzing the 

problem in detail. The criteria are as follows: (a) description, (b) substance, (c) location and 

ownership and (d) magnitude and time perspective. Finally, conclusions will be provided. 

2.1. Identified Problems 

As discussed, one of Canvia’s operations is the Service Desk unit, where they provide 

help desk and presential support services regarding software, hardware and other 

technological issues. One of their main clients is Ripley. Canvia has signed a contract of 

services by which they offer help desk services, technical support and implementations 

associated with the client’s customer service center (the contract), to Tiendas por 

Departamento Ripley (Ripley Retail) and Banco Ripley Peru (Ripley Bank). Services 

contracts are included in the report as Appendix A and Appendix B, respectively. 

Accordingly, all numbers and statements regarding revenues, profits or losses, if not stated 

otherwise, relate to the client account of Ripley Retail or Ripley Bank, and not to Canvia as a 

full entity. Regarding the contract, it is important to note that the majority of these services 

are rendered in Ripley’s facilities, where 54 employees of Canvia are outsourced. 

In the first meeting with Miguel Campos, the project manager responsible for this 

unit, he stated that Canvia faces an issue regarding the service level and the time to resolve 

the tickets (service requirement) received from the customer Ripley. Unlike Canvia’s 

expectations, the tickets have been increasing among the time. Also, he stated that this unit 

had not made any profit for several months until December 2018, when after some changes 

introduced by him, it could operate with profits again. However, the profits currently 

obtained are insufficient as indicated by the company’s management, who are targeting a 

20% profit margin per month. The changes introduced by Miguel Campos that turned the 

losses of the account into profits, consist of the dismissal of the chiefs of the unit, replacing 
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them by new coordinators with lower salaries. Also, he has mentioned that this unit processes 

follow the ITIL framework and methodology. In this preliminary analysis, the problems 

described in the following sections have been identified. 

Ripley Corp. As mentioned above, the contract partner, that Canvia provides services 

to, is Ripley. Ripley Corp is one of the largest companies in the South American retail 

industry and one of the thirty largest Chilean companies (Ripley Inversionistas, 2019a). The 

firm operates in three main segments, retail business, banking business and real estate. As 

presented in Figure 10, the firm was founded in 1956 by Marcelo and Alberto Calderón who 

opened “Calderón y Confecciones” (Banco Ripley Peru, 2019a). With that store they focused 

on men’s clothing. Subsequently, in 1964 they opened the first store under the ‘Ripley’ brand 

in Santiago de Chile. In 1997 they expanded with the first store to Peru. Since their IPO in 

2005, the company is listed on the Santiago Stock Exchange. Currently, they operate stores in 

Chile and Peru. Additionally, they expanded to Colombia in 2013 but exited the market in 

2015 again (Ripley Inversionistas, 2019b). 

 
Figure 10.  History of Ripley Corp 
Adapted from “Ripley Corp March 2019,” by Ripley Inversionistas, 2019b 
(http://ripleyinversionistas.cl//wp-content/uploads/2019/03/Presentaci%C3%B3n-
Corporativa-Conferencia-Larrain-Vial-Marzo-19-ENG-v2.pdf). 



32 
 

   
 

Aiming at offering affordable fashion and various household product to their 

customers, Ripley Retail offers an extensive product range from apparel and accessories to 

home products. Next to their brick-and-mortar stores, Ripley operates an online store that 

delivers to the countries of their operations. Through their e-commerce channel they offer 

special discounts as well. 

Ripley Bank, the banking business segment, focuses mainly on the consumer sector 

and allows Ripley to give direct credit to their customers. To provide this service, customers 

can close a contract for either a credit or debit Ripley Card (Figure 11). In addition to the 

financial services that are provided in collaboration with their partner MasterCard, these 

cards allow to collect points with the loyalty program with every purchase at Ripley and 

access to special offers (Banco Ripley Peru, 2019b). The third segment, real estate, presents 

the shopping malls the firm own in Chile and Peru (Banco Ripley Peru, 2019b). 

 

Figure 11.  Examples of Ripley credit and debit cards. 
Retrieved from “Tarjetas Ripley,” by Banco Ripley Peru, 2019 
(https://www.bancoripley.com.pe/). 
 

The Peruvian presence accounts for 33% of Ripley’s revenues. In Peru, Ripley 

operates 29 stores that generated an EBITDA of 15,000,000 USD. Additionally, they report 

469,000 Ripley cards with outstanding debt. Additionally, the fully own two malls that 

provided an EBITDA of 14,000,000 USD. All information presented is dated per September 

2018. Ripley’s main competitor is Falabella, the largest Chilean retail company. Additionally, 

the firm operates the department store Saga Falabella in Peru – a direct competitor to 
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Canvia’s client Ripley.  As per September 2018, Saga Falabella accounted for 55% and 

Ripley for 37% of the market share in Peru (Ripley Inversionistas, 2019b). 

 

Figure 12.  Number of Stores and Selling Surface in Peru. 
Retrieved from “Ripley Corp March 2019,” by Ripley Inversionistas, 2019 
(http://ripleyinversionistas.cl//wp-content/uploads/2019/03/Presentaci%C3%B3n-
Corporativa-Conferencia-Larrain-Vial-Marzo-19-ENG-v2.pdf). 
 

Figure 12 shows that the 29 stores comprise a selling surface of 192,884m2. The 

complete selling surface with all cashier machines and personal computers, as well as ATMs, 

is serviced by Canvia’s employees. Figures 13, 14 and 15 give impressions of the electronic 

devices that can be found across the selling surface of a Ripley store, using the example of 

the Ripley flagship store in Lima at Parque Kennedy. 

  

Figure 13.  Flagship store Lima with branch of Ripley Bank. 
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Figure 14.  Personal Computer to search warehouse and stock of other stores, online store 
counter and Ripley Bank’s ATM. 
 

 

Figure 15.  Cash register and cashier machines. 

Service Level Agreement (SLA). In the contract, the parties have signed a Service 

Level Agreement, which is included in the service contracts, by which Canvia is committed 

to meet a quite demanding level of service. Since the number of tickets, that is the number of 

service requirements, have been constantly increasing since the signing of the contract, 

Canvia had to hire more employees in order to continue complying with the SLA. In case 

Canvia breaches the SLA, they are obliged to pay a penalty not exceeding 10% of the 

monthly billing. To date, Canvia has complied with the SLA, although this has meant 
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incurring higher labor costs. It is important to mention that according to Miguel Campos, 

Canvia did not expect the increase of the tickets at the moment of signing the contract, by the 

contrary, they expected them to be reduced. Tables 6 and 7 illustrate the number of tickets 

Canvia has received in 2019 by categories of service provided. 

Table 6  

Ripley Bank’s Incidents in 2019 

Category January February March April May June July Total 

SW Microinformático 235 327 158 257 566 870 221 2634 

SW Banco 384 294 344 351 374 324 89 2160 

HW Microinformático 218 218 178 269 269 316 107 1575 

Comunicaciones TDP 43 34 26 57 80 68 40 348 

Servidores / BD Banco 12 8 7 26 14 14 1 82 

Seguridad TI 9 16 5 14 11 7 1 63 

Total 901 897 718 974 1314 1599 459 6862 

Note. Adapted from Comité Semanal de Gestión de Problemas – Seguimiento (Power Point slides, p. 5), by Canvia, 2019, 
Lima, Peru: Author. 
 
Table 7  

Ripley Retail’s Incidents in 2019 

Category January February March April May June July Total 

HW Microinformático 1476 902 750 728 889 939 58 5742 

SW Microinformático 319 354 290 251 340 489 34 2077 

SW Tienda 164 145 290 354 237 204 15 1409 

Comunicaciones TDP 34 39 26 61 108 114 15 397 

Seguridad TI 1 8 8 8 8 8 2 43 

Servidores / BD Tienda 3 4 1 11 7 4 0 30 

Total 1997 1452 1365 1413 1589 1758 124 9698 

Note. Adapted from Comité Semanal de Gestión de Problemas – Seguimiento (Power Point slides, p. 12), by Canvia, 2019, 

Lima, Peru: Author. 
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Due to a process that Canvia carries out each month, the company is able to detect the 

volume of incidents by categories that generate the elevated number of tickets from Ripley.  

Analyzing the information shown in Table 6 and Table 7, issues regarding the categories 

“HW Microinformático”, “SW Microinformático” and the software of each firm, Ripley 

Bank and Ripley Retail (“SW Banco” and “SW Tienda”), are the main issues that Canvia 

needs to solve in both companies. Figure 16 and Figure 17 show the percentages that every 

incident category represents for the tickets generated in both Ripley Bank and Ripley Retail, 

correspondingly. It is important to mention that Canvia’s employees Miguel Campos and 

Fayol Montano, also detect the percentage of sub-issues that cause tickets generation for each 

of these categories and have periodical meetings in order to analyze the information and 

evaluate what changes are needed to reduce the number of tickets. 

 

Figure 16.  Incidents percentages in Ripley Bank.  
Adapted from Comité Semanal de Gestión de Problemas – Seguimiento (p. 5), by Canvia, 
2019, Lima, Perú: Author. 
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Figure 17.  Incidents percentages in Ripley Retail. 
Adapted from Comité Semanal de Gestión de Problemas - Seguimiento (p. 12), by Canvia, 
2019, Lima, Perú: Author. 
 

Lack of employees’ performance control and metrics. During the first meeting, 

Miguel Campos has mentioned that employees were not subject to controls regarding their 

performance in the assigned functions. Also, he said that they did not receive feedback. 

However, since March, the month in which he was appointed the Project Manager of the unit, 

he has introduced some changes, one of them being the implementation of performance 

controls, employees’ trainings, and feedback meetings. Specifically, the intention is to use the 

metrics of the individual employee to introduce performance-based incentives, such as an 

employee of the month program, as well as offering training for employees showing less 

performance. However, no results have been identified yet due to the short term this project 

has been running. 

59.21%21.42%

14.53%

4.09% 0.44% 0.31%

HW Microinformático SW Microinformático SW Tienda

Comunicaciones TDP Seguridad TI Servidores/BD Tienda



38 
 

   
 

Costs payment is higher than revenues received. Due to the contract’s provisions the 

parties have agreed on, Canvia receives a monthly payment of 144,037.29 PEN, excluding 

IGV payment, for both Ripley Retail and Ripley Bank contracts. This is a flat fee that does 

not change among the time or tickets received, being that Canvia will receive this amount of 

money every month until the contract’s expiration date. No inflation or exchange rate 

fluctuation adjustments have been agreed on. However, these revenues received by Canvia 

are not enough to cover the costs they need to incur in order to comply with the contract and 

SLA. As mentioned before, the company has been operating at a loss until December. From 

that date Canvia started receiving other revenues from Ripley. These revenues are generated 

through additional business between both parties, and do not relate to those received in virtue 

of this contract. In addition, since April 2019, labor costs were reduced by the newly 

appointed Project Manager, Miguel Campos. These factors have allowed Canvia to operate 

again with profits, although those are insufficient as indicated by the company’s 

management. 

2.2. Key Problem (substance, location, ownership, magnitude, time perspective) 

After a deep analysis of this contract of services, certain problem with it have been 

identified. First, the contract includes a flat fee. It is important to clarify that the contract does 

establish certain limits on the number of tickets that Canvia receives and has to solve, that are 

included in the flat fee, depending on the type of service. However, these limits are extremely 

high, making them nonexistent in practice. Table 8 shows the type of service, the limit of the 

number of tickets for each service and the cost of them. Hence, in practice, independently of 

the number of tickets the Canvia team resolves, Ripley pays a flat fee for their services. This 

results in a constant revenue stream for Canvia. The consulting team considers this the key 

problem. 
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Table 8  

Types of Services, Limitations and Fees (in PEN) 

Service Distributi

on Driver 

Volume 

Range per 

month 

Service 

Cost Year 

1 

Service 

Cost Year 2 

Service 

Cost Year 

3 

Service 

Cost Year 

4 

Monthly 

Service 

Cost 

Help 

Desk 

Tickets Incidents: 

[4200-

4900] 

Requests: 

[1900-

2500] 

 

383,646 383,646 383,646 383,646 31,970 

Inhouse 

Technical 

Support 

 

Tickets  1’099,949 1’099,949 1’099,949 1’099,949 91,662 

Massive 

Implemen

tations 

 

IMAD [1200-

1600] 

244,851 244,851 244,851 244,851 20,404 

Total   1,728,447 1,728,447 1,728,447 1,728,447 144,037 

Note. Adapted from Contrato de Prestación de Servicios (p.35-37), by Ripley and Canvia, 2017, Lima, Peru: Author. 
 

Additionally, the contract does not specify the timeframe in which Ripley should 

replace their hardware and update their software. This has resulted in the issue, that Ripley 

now uses outdated hardware, as well as software programs. Subsequently, regarding the 

hardware they use, some of it causes frequent technical problems that are reasonably 

expected from every old equipment; thus, the number of tickets keeps increasing. 
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Additionally, the outdated hardware is often not able to cope with the installation of new 

software packages. As a result of this, the number of tickets increases every time the 

installation of a new software package is required. In relation to the current software that 

some of their equipment uses, it is very outdated and more modern hardware is not able to 

operate with it, making hardware renewal more complicated. 

2.2.1 Substance 

After meeting and talking to the project manager of the division, Miguel Campos, the 

chief of staff, Fayol Montano, and the employees of the service desk, it became obvious that 

the key problem is the contract. Specifically, the agreed flat fee, which means constant 

revenues for Canvia. This has negatively affected the cost side since they need to comply 

with the SLA while the number of tickets still increases among the time, incurring in higher 

labor costs than the revenues received from Ripley. Figure 18 shows the high percentage that 

the labor costs represent in relation the monthly revenues received from Ripley as a 

consequence of the contract. Labor costs shown are from June 2019. It is important to note 

that labor costs vary each month depending on some factors such as overtime, vacations, 

among others. Table 9 shows the cost structure of the Service Desk Unit, specifically the 

Ripley’s account. Figure 19 illustrates the unit’s cost structure as percentages for better 

understanding.  

As appreciated, the sum of all costs incurred in this business unit, which is 

approximately 149,000 PEN, exceeds the amount of revenues received by the contract, which 

are 144,037.29 PEN. However, thanks to additional revenues received because of additional 

services provided to Ripley, revenues streams vary month to month. Canvia is receiving flat 

revenues from Ripley due to additional services hired until January 2019, in consequence, the 

total flat revenues of this unit are 159,750 PEN until January 2019, which are composed by 

this contract’s revenues plus other services. 
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Figure 18.  Percentage that labor costs represent of contract revenues (PEN). 
Adapted from Cierre Financiero Junio 2019 Ripley SD (p. 2), by Canvia, 2019, Lima, Peru: 
Author. 
 
Table 9  

Service Desk Unit’s Cost Structure – Ripley Account (June 2019) 

 PEN 

Contract’s Flat Revenues 144,037.29 

Other Flat Revenues 

Other Revenues 

15,712.71 

4,318.00 

Cost of Goods 5,304.00 

Labor Costs 133,503.00 

General Expenses 15,416.00 

Depreciation 267.00 

Total Cost 154,490.00 

Profit 9,578.00 

Margin 

Margin (Considering Flat Revenues) 

5.84% 

3.46% 

Note. Adapted from Cierre Financiero Junio 2019 Ripley SD (p. 2), by Canvia, 2019, Lima, Peru: Author. 

Contract 
Revenues: 

144,037.29 PEN

Labor Costs: 
133,503.00 PEN

93%
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Figure 19.  Service Desk Unit’s cost structure – Ripley account (in percentages). 
Adapted from Cierre Financiero Junio 2019 Ripley SD (p. 2), by Canvia, 2019, Lima, Peru: 
Author. 
 

The problem stems from bad negotiations with Ripley in respect to the contract. The 

manager who was responsible prior to Miguel Campos, explained that there was a mistake to 

the CEO in the negotiation process. Initially, this was accepted, and no other steps were 

taken. However, after Miguel Campos was hired, actions have been taken in order to ensure 

that similar negotiation mistakes do not happen in the future. 

2.2.2 Location and ownership 

The problem is located in Canvia’s business unit Service Desk, which is part of the 

organizations’ branch IT transformation. Within the business unit, the problem does 

specifically concern the account of Ripley Retail and Bank. The responsible project manager 

for this account is Miguel Campos. He supervises a team of 54 employees. Figure 20 shows 

an overview of the supervisors responsible for the team. Additionally, it shows the three main 

points of contact or responsible managers at Ripley. 

4%

86%

10%
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Cost of goods Labor costs General Expenses Dep



43 
 

   
 

 

Figure 20.  Service desk flow chart. 
Retrieved from Organigrama del Servicio (Power Point slides, p. 2), by Canvia, 2019, Lima, 
Perú: Author. 
 

2.2.3 Magnitude and time perspective 

The contract was negotiated for four years until January of the year 2021. Hence, until 

this deadline Canvia has no other option, than to fulfill the contract. Especially, as the client 

Ripley is happy with the services provided. Canvia has stated that they are not willing to 

terminate the contract, because they expect to have more businesses with Ripley in the future 

and terminating the contract could have negative effects for their business relationship. Also, 

it is important to mention that Canvia uses to ask Ripley’s permission before any change they 

want to introduce in their processes, normally receiving negative answers. Therefore, the 

consulting project will focus on how to address the issues that are stemming from the 

negotiated contract. This means focusing on how to be profitable with constant revenues as 

well as providing changes that could be negotiated on with Ripley. 

2.3. Conclusions 

Putting the aforementioned together, it was found that the key problem that the 

organization faces is a badly negotiated contract with their client Ripley. The main issue in 
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respect to that contract is, that it provides a flat fee that result in constant revenues, while the 

costs do fluctuate. This directly impacts the profits generated for this account. The challenge 

the organization faces, is to generate a profit margin of 20% for the account.  
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Chapter III: Literature Review 

3.1. Literature Mapping 

The following chapter will try to cover the relevant literature that may be applicable to 

solve Canvia’s problem. The following literature map presented in Figure 21 shows how the 

literature found is interrelated. Also shows the process of how these subjects were chosen.

 
Figure 21.  Literature map.
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3.2. Literature Review 

3.2.1. Service contracts 

The contract of services is that “by which a subject called a service provider 

undertakes to make a benefit to be made in favor of another subject called a service principal 

or tenant” (Beltrán, 2003). According to Beltrán (2003), in this type of contracts, by which 

obligations are created, regulated, modified or extinguished, the benefits that the parties must 

fulfill must be fully determined, which must be previously agreed between the parties 

voluntarily. In that sense, a mandatory legal relationship is created by the free will of the 

parties. Likewise, this contract is autonomous in the sense that neither party is subordinate to 

the other. The service provider must carry out his work according to its knowledge, according 

to its professional art, diligently. However, it is possible that the client can establish technical 

specifications and special indications that the service provider must comply with. On the 

other hand, these agreements can be contract of means or contract of results. A contract of 

means signify that the service provider undertakes to perform an action that does not 

conclude in the achievement of a concrete result but must perform the necessary means to 

obtain a possible result, following the rules of normal diligence. When it is a results-based 

contract, the service provider undertakes to perform a benefit that concludes with the delivery 

to the creditor of a specific result. 

As stated by Rebaza (2003), the service provider cannot exceed the limits of the order. 

These limits may come from (a) the unilateral imposition by the principal in case the 

contractor has submitted to its instructions, (b) the agreement between the parties on the 

manner in which the service is performed, and (c) the uses and customs according to the 

characteristics of the benefit. However, it is possible that the service provider does not 

observe the instructions he has received in the event that (a) he can fulfill the assignment in a 

way that is more advantageous than the one agreed in the contract, or (b) when it is 
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reasonable to assume that the principal would approve his conduct if he knew certain 

circumstances that at the time did not exist or were inadvertent, which could not be 

communicated to the principal in a timely manner. 

Service agreements. The service agreement is the typical and nominated contract 

under which a party called a ‘tenant’ assumes, in the obligatory legal relationship created (as 

a debtor), the legal situation of disadvantage of legal duty (affirmative covenant) for which he 

undertakes to make an action that has as its object a ‘service’, with respect to the party called 

‘commander or tenant’ to pay a fee (Beltrán, 2003). As Beltrán (2003) indicated, this contract 

has certain elements that distinguish it from other similar contracts: (a) non-existence of 

subordination, (b) for a certain time or certain work, and (c) compensation. Regarding the 

non-existence of subordination, this contract is autonomous because the service provider has 

the technical knowledge to achieve the satisfaction of the creditor's interest, which has 

already been valued by the creditor at the time of the conclusion of the contract, and therefore 

relies on their expertise or specialty. However, as has been mentioned earlier, it is possible 

that the creditor of the service gives instructions or indications to the provider at the time of 

the conclusion of the contract. 

As Muro (2003) affirmed, according to the Peruvian legislation the services agreed in 

this contract can be material or intellectual. Muro defined material services as that activity 

that involves a change in the material world’s status quo, regardless of the result thereof, 

precisely because it is a service agreement and not an employment contract, which activity 

may involve services of professional or technical order. On the other hand, intellectual 

services do not imply any material change in the status quo, they are intellectual or 

immaterial activities, although they may be documented (2003). However, all material 

activity has a quota of intellectual activity, just as all intellectual activity must be expressed in 

some material way (Arias Schreiber, 2006). That is why it is recognized and accepted by the 
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national doctrine that the services object of this type of contracts can also be mixed (León 

Barandiarán, 1993; Muro, 2003). 

3.2.2. Service level agreements 

The contract that defines the key problem of this paper, proposes the delivery of 

service desk operations in case of incidents. The ITIL defines such incidents as, “any event 

which is not part of the standard operation of a service and which causes or may cause an 

interruption to or a reduction in the quality of that service” (Hanna & Rance, 2011). The 

agreed-upon service level between a service desk provider and the customer to respond to 

such incidents is part of the service level agreement (SLA). For any all the tasks and duties 

outsourced, the most important aspect is the Service Level Agreement. The SLA justifies the 

scope of the project in terms of the operations and tasks that client receives from the service 

provider. It clarifies the workload volume that will be accepted and delivered, and acceptance 

criteria for responsiveness and the quality of deliverables. A well-crafted and documented 

SLA helps in clarity of expectations of the client from the service provider. 

To measure the success of an SLA, performance metrics are adopted which act as a 

barometer of the service provided. Whether the service provider is acting in the good faith of 

the promised service level and fulfilling their commitments, is measured by the performance 

metrics. The objective of the performance metrics is: (a) to ensure the client gets the service 

according to the standard set and the service provider is fairly compensated, (b) the collection 

of data for the metrics is not expensive, and (c) define what acceptable service level is, so bad 

service can be differentiated from good service. 

According to Goo, Kishore, Rao, & Nam (2009), there are two types of contracts 

which exist between organizations and third-party information technology outsourcing 

companies. These are (a) formal controls, i.e., the written obligations of one party to pay 

financially compensate the other company for the services provided; and (b) relational 
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governance i.e. the unwritten, relationship-based association based on trust cooperation 

backed by the IT company’s performance (Goo et al., 2009). At times, the contract between 

the service provider and the organization is more of relational governance and less of formal 

control. For example, the contract between the two parties includes a flat fee paid by the 

organization to the service provider for a predetermined. This contract does not explicitly 

state the number of tickets to be resolved in a period (e.g. week, month, or quarter). Thus, it 

does not include any threshold on the number of tickets (issues) resolved by the service 

provider in a given period. 

Research suggests formal contracts are a sign of distrust which often puts the IT 

companies on the backfoot (Ghoshal & Moran, 1996). At the same time, it is important to 

understand that formal and relational contracts are not substitutes but complementary to one 

another. At times, service providers end up entering in a contract which does not explicitly 

state the details. This is due to the fact that the provider is a new player in the market OR the 

client is a big account which cannot be lost. 

3.2.3. Information Technology Infrastructure Library (ITIL) application in 

Service Desk 

The Information Technology Infrastructure Library, known as ITIL, is “an 

internationally recognized set of best practices for information technology (IT) service 

management” (Miller, 2019). It is a tool created for “facilitate efficient and financially 

responsible use of IT services and resources among businesses seeking to enhance service 

quality and accommodate IT system growth” (Miller, 2019). According to Conde-Zhingre, 

Quezada-Sarmiento, and Hernandez (2019), the ITIL framework describes the most 

important processes that any organization within the IT sector must carry out, in addition to 

certain practices, procedures and methods to implement IT Service Management, guarantying 

the quality of the IT services that the company will provide. As Miller pointed out, the ITIL 
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framework has been embraced by several important companies around the world, such as 

Microsoft and Hewlett-Packard, as well as by some government agencies (2019). This 

international standard of best practices includes the following stages, illustrated also in Figure 

22: (a) service strategy, (b) service design, (c) service transition, (d) service operation, and (e) 

continual service improvement (Van Bon et al., 2008). 

 

Figure 22.  Stages of the ITIL lifecycle for services. 
Retrieved from “Continual Service Improvement Based on ITIL V3 – A Management Guide,” 
by J. Van Bon et al., 2008, Norwich, England: Van Haren. 

 
ITIL defines Service Desk as “the single point of contact between the service provider 

and the users. A typical service desk manages incidents and service requests, and also handles 

communication with the users” (Hanna & Rance, 2011). As Corrêa and Méxas pointed out, 

the implementation of a service desk is a function of the ITIL´s Service Operation stage, 

which also includes event management, incidents, problems, access and execution of 

requests. Service desk has some functional requirements according to ITIL: (a) receiving and 

recording all user calls; (b) record and track incidents, requests and complaints, (c) initially 

evaluate incidents, (d) monitor incidents and ANS requests, (e) communicate changes in 

service levels, (f) close incidents and requests, (g) contribute to the identification of 

problems, (h) coordinate second and third level support, (i) provide management information, 

among others (2018). According to Freitas (2010), the goal of Service Desk is to be the only 
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point of contact for IT users and restore normal service operation as soon as possible. The 

author also highlights the importance of having an adequate record in this type of services, 

where calls are generally requests, incidents and eventually problems. Figure 23 shows the 

scope of the service desk. According to Bohórquez and Parra, the main factors that affect the 

quality of service desk are related to human talent, information, work method and software 

that supports service management (2014). 

 

Figure 23.  Scope of service desk. 
Adapted from ITIL v3 Fundamentos, by F. Cestari Filho, 2011, Río de Janeiro, Brazil: 
RNP/ESR. 
 

3.2.4. Performance measurement system of Service Desk 

The importance of performance measurement system. It is impossible to improve 

business performance without measurement and effective management (Brown, 1999). The 

performance measurement system, as its name suggests, is system that supports the 
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performance measurement process. The system allows managers to track the implementation 

process and to compare the actual performance with the objectives (Wettstein, 2002).  After 

identifying the area of attention, the organization can be more aggressive in improving their 

plan. As Artley and Stroh said, “if you don’t know where you are, then you can’t know where 

you’re going and you certainly can’t get to where you want to be” (2001, p. 5). Performance 

Measurement Systems are in general tools that inform the organization where they stand in a 

certain process and point the direction toward where they want to be. 

Performance indicator. This is not a new terminology and always accompanies with 

performance measurement. Lohman, Fortuin, and Wouters mention the performance indicator 

in their definition of performance measurement as “the activity of measuring performance 

using PIs [performance indicators]” (2004, p. 268). Combined with the definition of Lohman 

et al. (2004) and the description of performance indicators from Bauer (2004), the definition 

of performance can be understood as follows: performance indicators are the strategic tools 

that can assess the performance in achieving specific goals and objectives. However, the 

performance indicators are not plain tools that measure non-crucial activities and processes. 

More so, they measure the incorporate context given by targets and strategies. Thus, an 

organization may have many measurements, but only a few of them qualify as performance 

indicators (Bauer, 2004). 

Leading and lagging indicators. These are two basic types of performance indicators 

in most of organizations (Neely et al, 2000). Leading indicator is a measure determinant used 

to drive an outcome (Hamilton & Perez-Quiros, 1996). More simply, it measures “input”. 

Leading indicators measure implementation, including practices, strategies, and activities, 

with expectation. An important function of leading indicators is that they are proactive in 

nature. They can provide early warning by detecting and mitigating potential risks or 

potential failures before an adverse event occurs (De Cieri, Shea, Donohue, Sheehan, & 
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Cooper, 2015). Lagging indicator is output measures. Contrary of leading indicators, lagging 

indicator assess the result and the past changes, such as revenue, business cost, and market 

share (Ngucha, 2019). Thus, it is of little help of looking ahead, but it allows organizations to 

confirm the past trend (Manuele, 2009). In general, leading indicators influence future 

performance, while lagging indicators analyze past performance. 

Financial and non-financial indicators. They are the most frequently measurements 

discussed by organizations. Financial indicators, measurements of traditional accounting 

framework, gradually cannot meet the requirements by various managers, and stakeholders to 

monitor the organization´s performance (Bogićević, Domanović, & Krstić, 2016). Thus, in 

order to meet the demand, non-financial indicators have emerged. Market share, customer’s 

satisfaction, product quality, and employee morale are all the typically non-financial 

indicators. Financial indicators, as mentioned above, measures conventional accounting 

model, such as profit, price, and investment return rate (Bogićević et al., 2016). 

Key Performance Indicators (KPI). They are a set of measurements that reflect the 

critical strategic factors of organizations (Kang, Zhao, Li, & Horst, 2016). Due to 

performance measurement system consist of many metrics that can quantify the efficiency 

and effectiveness (Neely, 1995), the determination of detailed indicators that supports 

organization´s strategic goals within the performance measurement system is directly decide 

the success of operation. Thus, proper selection and understanding of KPI is necessary for the 

development and success of a company. Although the selection of KPI will somehow be 

effected by the industry in which the business operates, for example, a company in real estate 

industry might use the customers’ occupancy rate as the KPI, the management teams should 

not feel pressures that have to choose the KPI match their industry peers 

(PricewaterhouseCoopers [PwC], 2019). The important need is that the requirement of KPI 

should relevant with the particular company. In addition, the number of KPI is impossible to 
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specify, because the choice of KPI by each company based on their own unique strategy are 

different. However, based on the report of PwC (2019), the indicators between four and 10 

are the key for most type of companies. 

Relationship of performance indicators. The relationship is not independent. They 

may have mutual relationship (Kang et al., 2016). One of indicators changes always related to 

others change. For example, if the financial indicators change, then the lagging indicators, 

measures of past result, will also change. Thus, identifying and understanding the intrinsic 

relationship and structure is necessary for the managers and the creditors.  

Bonnefous and Courtois (2001) and Lynch and Cross (1995) both propose that 

performance indicator can be divided into different levels. According to Bonnefous and 

Courtois (2001), there are three different type of indicators: (a) strategic indicators, (b) 

tactical indicators, and (c) operational indicators. The structure of the level can be simply 

understood as the figure 24 below. Strategic indicators is on the top and designed to support 

strategic decision, tactical indicators are settled on the intermediate level designed for 

managers, and operational indicators at the bottom to support operational activities. 

 

Figure 24.  Bonnefous and Courtois’s performance pyramid. 
Adapted from Indicateurs de Performance (p. 3), by C. Bonnefous & A. Courtois, 2001, 
Paris, France: Hermes Science. 
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Comparing with the pyramid of Bonnefous and Courtois (2001), the model (Figure 

25) of Lynch and Cross (1995) is more detailed. The pyramid consists of 4 levels: (a) 

departments and work centers, (b) business operating system, (c) business units, and (d) 

corporate vision. Not only that, but the model also divides the indicator into internal 

effectiveness and external efficiency. The internal indicator is on the right side of the pyramid 

and the external indicator is on the left side of the pyramid. The objectives flow from up to 

down, while reverse flow of measures from bottom to top. 

 

Figure 25.  Lynch and Cross’s performance pyramid. 
Retrieved from Measure Up!: Yardsticks for Continuous Improvement (2.ed., p. 14), by R. 
Lynch & K. Cross, 1995, Cambridge, England: Blackwell. 
 

3.2.5. Interactive voice response (IVR)  

As Smart Action pointed out, this technology is the voice-driven menu system that 

allows incoming callers based to select pathways to different service levels that can best 

answer their questions based on the problem they are facing. IVR can do this for dozens, even 

hundreds, of calls at once, improving the experience for callers and efficiency for 

organizations (Vonage, 2019). IVR is built on a foundation of automation, helping to increase 
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profitability and positive outcomes for the bottom line of companies. Reducing cost, increase 

efficiency, and improving service sufficient are the most outstanding benefits as mention 

below: 

• Headcount savings: The IVR will handle certain calls and arrange agents time on 

the phone. It may not immediately reflect on lower the agent count and cost, but it 

will provide the organization the option not to hire any new ones. Eventually the 

headcount may drop, and the organization will have a smaller more specialized 

group of agents. 

• Recruiting and Training Expense: With the reduction in hiring, the expense of 

recruiting and the effort spent on training can be saved. 

• Reduce Operational Expenses: A typical phone call with an agent costs 50%-80% 

more than an income call would with an intelligent IVR. 

• First call resolution: Allowing callers to get information and questions answered 

on the first time without speaking with a live agent. Thus, the resolution process 

will be more efficient and less specialized agents will be needed. 

• Reduced Call Transfer Rates: With a sophisticated and well-tuned IVR, the 

number of misrouted calls should be significantly reduced. 

• Improved CES (Customers Effort Score): Customers will be putting in less effort 

to get their issues resolved. Effortless engagement has proven to be more valuable 

than offering multiple channels and trying to delight the customer. 

• Empowered Agents: With the repetitive manual tasks being handled by 

automation, more complex projects can be transferred to agents. They will be 

utilizing their critical thinking, empathy, and/or sales skills, which will make 

them feel more valued by their customers and their employer. Productivity and 
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efficiency will increase as the automation and agents work together to assist many 

more happy customers. 

• Reduced Attrition: Aside from the measurable costs of recruiting and training, 

there are some fewer tangible costs attached to high attrition. A continual flow of 

new and inexperienced agents managing customer service issues eventually starts 

to affect customer experience and long-term customer loyalty. Better automation 

and empowered agents (mentioned above) gives agents fewer reasons to leave, 

since they are less likely to feel undervalued in the tasks they perform. 

3.2.6. Job (team) specialization 

Job specialization is the way of separating overall task of an organization into smaller 

components according to some logical agreements (Adeyoyin, Agbeze-Unazi, Oyewunmi, 

Adegun, & Ayodele, 2015). Most organization use multiple bases of decentralization in 

different area at different level. As cited in Adeyoyin et al., Lennick in 1995 proposed that (a) 

functional departmentalization, (b) product departmentalization, (c) customer 

departmentalization, and (d) location departmentalization are four basic types of 

departmentalization, as follows: 

• Functional departmentalisation. Functional departmentalisation defines 

department by functions of different performance. More specific, the teams work 

by different functions. Groups work for same or similar activities. This 

specialization will also help the coordination within functional area and improve 

the efficiency of the specialized teams. 

• Product departmentalisation. The overall jobs broken down into different product 

lines. Grouping and arranging activities relate the same products. For example, 

marketing person and technological person work together for one product or 
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service. The product specialized allows that managers become more expert in the 

product industry and specialized teams are closer to the customers. 

• Customer departmentalisation. Special types of customers and the certain markets 

divide the overall workload of an organization. Through such method, the 

organization can better meet the customer needs and faster response customer’s 

problems. 

• Location departmentalisation. Geographic departmentalisation is separate the jobs 

into the different department based on the geographic sites. Location 

departmentalisation is beneficial for the multinational organization, since its 

department already spare worldwide. Each different geographical department can 

effective and efficient handling issues that arise in their region. 

The downside of job specialization tends to require employee can only focus on one 

task, since specialization requires workers to give up performing other tasks at which they are 

not as skilled and leave those jobs to others who are better suited for them (Adeyoyin et al., 

2015). The assembly Line is specialization example mentioned on “An inquiry into the nature 

and causes of the wealth of nation” (Smith, 2010). Individual workers perform specific tasks 

in the production process on the assembly line. Smith (2010) famously illustrated job 

specialization workers produced thousands more pins than if each worker made whole pins 

independently. Smith (2010) explains the increased outcome as workers do not lose time 

shifting among different tasks and the work process become efficient. In addition, Smith 

(2010) believes that workers with specialties were more likely to innovate, to create tools or 

machinery to make their tasks even more efficient. Besides the efficiency, cost saving is 

another outstanding benefit. Due to the more narrowly defined the job is, the easier it is to 

develop specialized equipment to assist with the job and training costs should be relatively 

low (Adeyoyin et al., 2015). 
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3.2.7. Digitalization 

The business value chain is revolutionized through Internet of Things (IoT) 

technologies (Iansiti & Lakhani, 2014). Industry already entered the fourth industrial 

revolution through capitalizing digitalization (Cenamor, Sjödin, & Parida, 2017). 

Digitalization process has many benefits for the business: automation and process 

optimization allow organization increasing productivity as well as profitability and reducing 

errors and costs (Hasselblatt, Huikkola, Kohtamäki, & Nickell, 2018). Industry 4.0 expects to 

improve efficiency by 15% to 20% and generates around 20% more revenue in next five 

years (Gerbert et al., 2015). These figures illustrate the importance of digital technology to 

the enterprise in today's B2B (business-to-business) environment. According to Parida, 

Sjödin, Lenka, & Wincent (2015), digitalization, however, cannot simply draw an equal sign 

with benefits. Several other influencing factors exist in the digitalization process, as shown in 

Figure 26. 

 

Figure 26.  Digitalization process. 
Adapted from “Literature on Digitalization, Business Model Innovation, and Sustainable 
Industry: Past Achievements and Future Promises,” by V. Parida, D. Sjödin, and W. Reim, 
2019, Sustainablity, 11(2), p. 319. 
 

The process of digitalization is also a process of innovation. The Value creation, value 

delivery, and value capture are three basic elements of the business innovation model. During 

the process of innovation, value creation is to clarify what can be offer to customers. 

Digitalization enable companies to integrate and expand their products portfolio through IoT 
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(Internet of Things) technology components (Hasselblatt et al., 2018). As the arriving of 

industrial 4.0, how to provide value to the customer will undergo significant change in the 

digital business models (Schallmo, Williams, & Boardman, 2017). Different from the past, 

customers will also involve in the value creation processes, since collecting, storing, and 

sharing data are playing a central role (Laudien & Daxböck, 2016). Self-service and database 

are the representative examples. Thus, with the help of digitalization organization can offer 

newer and more advanced service. Value delivery is how the processes or activities to deliver 

the promised value. Digitization allows information flow-related routines to be continuously 

improved, service activities are integrated, and service processes are effectively monitored 

(Parida et al., 2015). The term ‘value capture’ concerns the revenue and financial viability, 

with particular attention on potential revenue streams and the cost structure. To be able to 

capture value from digitalization can occur in many ways: decreased costs, higher revenues, 

or the obtain new revenue streams (Bouwman, Nikou, & Molina-Castillo, 2018). 

Digitalization can improve internal processes and customer interaction that enable improved 

cost efficiency leading to a positive effect on performance to continuously review co-creation 

initiatives so that the extra costs occurring from joint digitalization efforts are weighed in the 

balance (Kuula, Haapasalo, & Tolonen, 2018). 

Therefore, the delay will be less, and positive customer service result will increase, 

which is significant for service delivering. As noted by Kaufman (2011), “value capture is the 

process of retaining some percentage of the value provided in every transaction.” Every 

business must to capture certain percentage of the value that created by the revenue, 

otherwise the business will be stuck in a difficult time and the business cannot function 

properly. Because digitization can improve a company's productivity and competitiveness, as 

mentioned above, the return on investment will rise accordingly, which means efficiency of 

captured value is increased. 



61 
 

   
 

3.2.8. Margin management 

The Cambridge Dictionary (2019) defines a profit margin as “the difference between 

the total cost of making and selling something and the price it is sold for, or between the total 

amount of money a company receives from sales and the total cost of producing all its 

products and services". Generally, we use profit margins to determine how successful a 

business creates money.  The profit margin provides a percentage measurement of profit that 

shows the amount a company earns for each dollar of their sales. Subsequently, we associate 

lower profit margins with lower profit levels (Min & Wolfinbarger, 2004). Min and 

Wolfinbarger (2004) defined profit margin as the revenue from sales times the cost of the 

goods sold divided by the revenue from sales. 

Generally, we distinguish between gross profit margin and net profit margin (Kwak & 

Ibbs, 2000). We calculate a gross profit margin using the total revenue, then we deduct the 

costs of goods sold (COGS) and divide the difference by the total revenue. Often, the number 

is then multiplied by 100 to return a percentage, as shown in Figure 27. 

 

Figure 27.  Gross profit margin formula. 
 

The net profit margin is calculated as the gross profit margin, but we deduct not only 

the COGS from the revenue but also the operating expenses and all other expenses, like taxes 

and interests. Doing so, we receive the net profit (Khadafi, Heikal and Ummah, 2014). Figure 

28 illustrates the formula. Additionally, Toms (2010) describes the separate transaction profit 

margin, which is described as the profit of a transaction divided by the transaction value. 

 

Figure 28.  Net profit margin formula. 
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3.2.9. Revenue management in Service-Oriented IT 

Sainio and Marjakoski defined a revenue model as an operational description that 

specifies, how a firm generates, receives and retains revenues from their customers. Based on 

the discussion of past research they propose the following definitions: “revenue logic is the 

part of the business model that contains a strategic description of revenue sources and how 

the business generates profits”, and “the revenue model is the operational description of the 

basis on which revenue is collected from customers or partners” (2009). Ojala and Tyrväinen. 

(2012) compare in their case the revenue models of five Software-as-a-Service (SaaS) 

providers to discuss and determine which revenue model best suits which organizational 

form, product and delivery channel. Table 10 shows the different revenue models. 

Table 10  

Overview of Revenue Structures 

Firm Year of 

Establishment 

Product/service Delivery Channel Revenue Model (s) 

Firm A 1998 - Planning and 

optimization 

software for 

telecom operators 

- Public and 

private cloud 

- Renting 

- Traditional 

licensing 

Firm B 2000 - Gaming platform 

- Game content 

for the platform 

- Public cloud - Renting 

 

Firm C 2006 - Risk 

management 

software for banks 

- Private cloud - Renting 

- Traditional 

licensing 

Firm D 2008 - Entitlement 

management 

software 

- Public and 

private cloud 

- Renting 

- Traditional 

licensing 

Firm E 2006 - Interactive 3D 

sales software 

- Public and 

private cloud 

- Renting 

 

Note. Adapted from “Revenue models in cloud computing,” by A. Ojala & P. Tyrväinen,in Proceedings of 5th Computer 

Games, Multimedia & Allied Technology Conference (CGAT 2012) (p. 116), by E. Prakash, 2012, Singapore: GSTF. 
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Overall, the author’s findings indicate that the SaaS providers that were part of the 

case study used either software renting or traditional licensing as their principal revenue 

models (Ojala and Tyrväinen, 2012). Ojala and Tyrväinen (2012) base these findings on the 

argument that the SaaS providers of the case study see delivering services with a pay-per-use 

pricing as more difficult than the model of software renting. Specifically, pay-per-use pricing 

requires technical tools that allow the firm to measure the usage of the software. Moreover, 

software renting generates steady streams of revenue, which provide financial predictability 

(Ojala & Tyrväinen, 2012). Finally, Sainio and Marjakoski (2009) describe profit-sharing 

models that can be used in in forms of cooperation and strategic partnerships (see Chapter 

3.2.11). 

3.2.10. Cost management in Service-Oriented IT 

As previously discussed, costs play an important role in determining the profit margin 

of a firm. In addition, the fact that the use of digital technology can enable new or increased 

revenue streams (Rachinger, Rauter, Müller, Vorraber, & Schirgi, 2018). For example, 

customers can choose fixed prices, pay-per-use, or hybrid models to facilitate greater value 

creation through increased customization and shifts in responsibility (Zhou, Chong, & Ngai, 

2015). Although the implementation of the new business model might accompany with 

several potential management risks, a key benefit of digitalization comes from creating 

transparency in provider-customer relationships by providing real-time data insights 

(Dellermann, Fliaster, & Kolloch, 2017). Then, more value can be created and provided. 

Apart from the cost of implementing the IT service desk, a crucial part of expenses 

stems from the cost for supporting the infrastructure. Arora and Bandara (2006) provide a 

case study, where a faculty of an Australian university reduces their cost for service desk 

operation using amongst other the ITIL methodology. Hochstein, Tamm and Brenner (2005) 

conducted a total of six case studies in order to investigate how to successfully implement 
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service-oriented IT management. In doing so, they aim at enhancing the understanding on 

how to undertake ITIL transformation projects. Based on the analysis of the cases, they 

propose three benefit categories and eight cost categories for implementing and operating 

service-oriented IT management processes. Additionally, they discuss and six success factors 

of implementation projects. They find, that to make sure that the process keeps running 

according to the ITIL quality standards the following costs incur: (a) cost of process 

execution, (b) cost of process monitoring and performance measurement and (c) cost of 

running additional infrastructure. Additionally, they pose that for a successful 

implementation, amongst other things, the following factors are crucial: (a) viable and 

measurable project goals, (b) aiming for continuous improvement, implementing broad-based 

training and enforcing personnel development. Besanko, Dranove, Shanley, and Schaefer 

(2013) argue that a reason for differences in variations of costs across firms are cost driver. 

They classify cost drivers into three categories: “(i) cost drivers related to firm size, scope, 

and cumulative experience, (ii) cost drivers independent of firm size, scope, or cumulative 

experience and (iii) cost drivers related to organization of the transactions” (Besanko et al., 

2013). 

According to Pagnoni (1990), managers deploy a decision model to decide between 

different courses of actions, such as determining the relevant cost and revenues in order to 

project future expected revenues and costs. This decision model involves four steps, namely 

(a) problem identification, (b) information gathering, (c) predictions for the future, (d) 

decision amongst alternatives, and (e) implementation of the decision and continuous 

improvement. Revenues and costs are considered relevant for the decision in decision 

amongst alternatives if they occur in the future and differ to the alternative courses of actions. 

It is important to mention, that historical costs do not influence the decision. However, for the 

analysis one can include either all revenues or costs occurred or one the relevant (future) 
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revenues and costs. A comparison between both revenues and cost structures will reveal the 

difference of for example a reorganization. If the future progression shows an increase in 

profits, managers will decide for this option (Pagnoni, 1990). 

Similar analyses can be done for equipment replacement decisions. As a financial 

solution to a costing problem the purchase of new equipment involves an assessment of sunk 

costs. Sunk costs are considered as costs that have incurred and can no longer be recovered. 

Therefore, these costs should only be considered when deciding on a new project or 

alternative and not in decision-making in ongoing projects. Dreyfus (1960) and Eilon, King 

and Hutchinson (1966) provide case studies on equipment replacement decisions. To 

determine the replacement decisions, they take the following parameters into account the 

purchase price, the resale value and the maintenance costs of the equipment. To assess an 

alternative financial solution the sunk costs of analyzing, deciding and negotiating on for 

example what equipment to buy should be taken into account. 

3.2.11. Coopetition and cooperative purchasing 

To reduce the costs of rental or purchase of new equipment firms consider coopetition 

solutions. Coopetition is defined as collaboration between competing firms (Ritala, 2012). 

Based on the concept developed by Brandenburger and Nalebuff (1997) coopetition poses 

that firms collaborate to increase the total value that is generated in the market to 

subsequently compete to divide and individually capture this value. Collaboration could 

allow to charge more for better results and to collect a fair share of the increased revenues 

(He & Walrand, 2005). Hence, one way to increase revenues can be achieved through 

increasing the pie by engaging in a coopetitive strategy (Besanko et al., 2013). 

Past research provides examples of coopetition in the ICT sector (Dittrich & Duysters, 

2007; Gueguen, 2009 as cited in Ritala, 2012). Accordingly, a motive for a firm to engage in 

coopetition can be found in an extension of resources, as due to collaboration firms can 
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utilize a larger amount of resources (Bengtsson & Kock, 2012). In this line of thought, 

competitors, in particular within the same industry, are likely to have supplementary and 

complementary resources (Garrette, Castaner, & Dussauge, 2009). 

Another way of benefitting from coopetition can be on the cost side. This can for 

example be achieved through implementing and engaging in cooperative purchasing.  

Through sharing resources and collaboration, firms can achieve economies of scale (Das & 

Teng, 2000). This allows for both collaborating firms to reduce their costs. Additionally, 

Schontanus and Telgen (2007) described cooperative purchasing as collaboration of at least 

two firms in the purchasing process. Through this collaboration, the firms achieve prices and 

goods, that they could have not achieve alone (Lambe, Spekman, & Hunt, 2002). 

3.2.12. Termination of employment relationship in Peru 

As Toyama (2015) pointed out, the Peruvian Constitution recognizes the protection 

against arbitrary dismissal after the probation period. In that sense, employees are entitled to 

employment stability and generally cannot be dismissed at any time or for any circumstance. 

However, the law established several reasons and circumstances under which the dismissal 

becomes valid. Those reasons are only related to the conduct or the capacity of the employee. 

Fair reasons for a dismissal related to the capacity of the employee include (a) the 

detriment of physical or mental faculties or the sudden and decisive ineptitude to the 

performance of the tasks, (b) low capacity performance relative to the average work 

performance of employees under similar conditions, and (c) the unjustified refusal of the 

employee to undergo to medical exams previously agreed or stated by law, which are 

material to the employment agreement, or to comply with prophylactic and healing measures 

prescribed by a doctor in order to prevent diseases and/or accidents. In case employers want 

to apply any of this causes, they need first to give the employee a reasonable period of 30 

calendar days to demonstrate its capacity or correct its deficiency (Toyama, 2015). In relation 
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to the fair reasons for a dismissal related to the conduct of the employee, those include (a) 

serious offenses; (b) criminal conviction for fraud; and (c) disability of the employee. In 

cases where the company does not have a fair reason for dismissal, the parties can come to a 

mutual agreement, by which they agree to terminate the employment relationship (Toyama, 

2015). Employees who have been unfairly dismissed have the right to receive a severance 

payment. 

3.2.13. Negotiation 

To agree on providing services or collaboration with competitors, firms need to 

negotiate contracts. According to Luecke, negotiation is “the means by which people deal 

with their differences. … To negotiate is to seek mutual agreement through dialogue” (2003, 

p. xi). According to Walton and McKersie (1965), there are two types of negotiation: (a) 

distributive and (b) integrative. Both types of negotiations are going to be described in the 

following sections. 

Distributive negotiation. In these negotiations, a fixed amount of value is the 

competition object between the parties, where every gain by one party means a loss to the 

other. In that sense, persuasion plays a key role here (Luecke, 2003). Thus, the parties are 

constantly claiming the most value, trying to get as much as possible and not interested in the 

other side’s needs (Walton & McKersie, 1965). Also, distributive negotiators are focused on 

guarding information, because the less information the other side have about them, the better 

will be for their position (Luecke, 2003). According to Weingart, Thompson, Bazerman, and 

Carroll (1990), the distributive negotiators use threats and emotional games in order to 

influence the other side to make concessions, and do single issue offers. 

Integrative negotiation. It means that the parties integrate their interests into an 

agreement by which both achieve high joint gains, but also compete to divide the value 

(Luecke, 2003). Thus, negotiations are focused on creating value and claiming it (Walton & 
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McKersie, 1965). Also, Luecke (2003) has pointed out that the objectives in an integrative 

negotiation are two: (a) to create as much value as possible for every party involved in the 

negotiation, and (b) to claim value for oneself. In other words, the purpose of this type of 

agreements is a “win-win”, however, in reality this rarely happens. Parties usually need to 

make trade-offs to get what they value most, giving up what it is not valuable or critical for 

them. Since in these negotiations are several items on the table, creativity is vital for the 

satisfaction of everyone, because parties should come up with deals that benefit. However, 

parties first need to understand and identify their own key interests and those of the other 

side. In order to achieve a mutual benefit, negotiators need to share information and give 

reciprocal concessions. This information should be regarding interests and priorities, in order 

to create tradeoffs that will generate mutual benefits (Weingart et al., 1990). Specifically, 

integrative negotiators should (a) provide relevant information regarding their circumstances, 

(b) let the other party know their reasons why they want to make a deal, (c) let the other party 

know their real interests or business constraints, (d) generally explain their preferences 

among issues or options, (e) identify own further capabilities or resources that are able to be 

beneficial to the interests of the other side and that may be added to the agreement, and (f) 

apply what has been learned in the process with the aim of finding creative solutions that 

satisfy the interests of both parties as much as possible (Luecke, 2003). 

Different studies have confirmed that integrative negotiators create more value than 

distributive negotiators, because the last ones claim more value, however they are not able to 

identify tradeoffs that would have created value. By the contrary, integrative negotiators 

encourage logrolling, which creates value (Kong, Dirks, & Ferrin, 2014; Weingart et al., 

1990). Accordingly, recent researchers have found that negotiators who consolidate 

information regarding the other side’s interests and priorities, revealed during the first half of 

the negotiation, into multi-issue offers that are integrated in tradeoffs and then expressed in 
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the second half of the negotiation, achieve very beneficial deals for both parties (Adair & 

Brett, 2005; Liu & Wilson, 2011; Olekalns & Smith, 2000). 

According to Luecke (2003), there is a fundamental framework that any negotiation 

must have in order to be favorable. This framework is based on knowing (a) the alternative to 

negotiation, (b) the minimum sill for a negotiated deal, and (c) the other side’s willingness 

regarding how flexible want to be and what tradeoffs are they agreeable to make. This 

information is included in the concepts of (a) BATNA (best alternative to a negotiated 

agreement), (b) reservation price, (c) ZOPA (zone of possible agreement), and (d) value 

creation through trade, in the case of integrative strategies. These concepts, excluding 

BATNA and value creation, vary depending on the chosen negotiation strategy, i.e. 

distributive or integrative negotiations (Luecke, 2003). In the following sections those 

concepts will be explained. 

BATNA. It is a concept developed by Roger Fisher and William Ury, an acronym for 

Best Alternative to a Negotiated Agreement, and it is related to the quality of a negotiator’s 

alternative (Fisher, Ury, & Patton, 2011). As Luecke points out, BATNA is “one’s preferred 

course of action in the absence of a deal. Knowing your BATNA means knowing what you 

will do or what will happen if you fail to reach agreement in the negotiation at hand” (2003, 

p. 15). The author also points out that all negotiators always must know their BATNA before 

any negotiation, in order to get a good position realizing whether a deal is beneficial for them 

or it is better to walk away. Accordingly, BATNA effectively has various effects in the 

course of negotiations (Brett & Thompson, 2016). Since BATNA dictates the point at which 

negotiators can refuse a prejudicial proposal, having a strong BATNA allows them to 

negotiate for more favorable terms, because they know they have something better to resort 

in case of no deal. As Pinkley mentioned, having a better BATNA make negotiators set 

higher objectives (1995). Otherwise, in case of having a weak BATNA, make negotiators be 
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in a weaker bargaining position than the other side, especially if the other side knows that 

(Luecke, 2003). In that sense, get to know the other side’s BATNA is very important. 

Knowing oneself and also the opponent’s BATNA make negotiators have higher ambitions 

(Wong, 2014). As Galinsky and Mussweiler (2002) have shown in their researches, if 

negotiators focus on the other sides’ BATNA, they will be more powerful and effective in 

claiming resources. In this sense, in case of having a weak BATNA, negotiators can adopt the 

following strategies in order to strengthen their position: (a) improve their BATNA, (b) 

identify the other side’s BATNA, and (c) make the other side’s BATNA weaker (Luecke, 

2003).  

Reservation price. According to Luecke, it is “the least favorable point at which one 

will accept a deal” (2003, p.23). This concept should be derived from negotiators’ BATNA. 

However, they do not need to be necessarily the same, since the context should be also taken 

into consideration (Luecke, 2003). 

ZOPA. It is the acronym of Zone of Possible Agreement. Luecke defines it as “the set 

of agreements that potentially satisfy both parties” (2003, p.24). As the author mentioned, 

this range is determined by the parties’ reservation prices. Figure 29 illustrates better this 

concept. 

                

_______________________________ZOPA______________________________ 

    
  Seller’s Reservation Price                                          Buyer’s Reservation Price 
 
 

Figure 29.  Zone of possible agreement. 
Adapted from Negotiation (p. 24), by R. Luecke, 2003, Boston, MA: Harvard Business 
School Press. 
 

Value creation through trades. As mentioned before, this concept is only applicable 

in integrated negotiations. According to Luecke, it implies that the parties “can improve their 
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positions by trading the values at their disposal” (2003, p. 26). In that sense, the negotiating 

parties create value by getting something they have considered as a priority or highly 

valuable, in return for something that they value much less but it is valuable for the other side 

(Luecke, 2003). 

All negotiating processes need preparation, in order to strengthen one’s position. 

Preparation should include understanding the position and interests of one’s side, as well as 

those of the other side, the environment, and other players that are involved in the deal 

(Luecke, 2003). According to Luecke (2003), there are nine steps that should be taken in 

order to get correctly prepared: (a) consider what a good outcome would be for oneself and 

that for the other side; (b) look for value creation opportunities; (c) identify one’s BATNA 

and reservation price and do the same for the other side; (d) in case one’s BATNA is not 

strong, find ways to improve it; (e) find out if the person or team one is dealing with has the 

authority or powers to make a deal; (f) know the people with whom one is dealing and learn 

as much as possible about the other side’s people, culture, goals, and how they have framed 

the issue; (g) in case a future relationship with the other side is important, gather the external 

standards and criteria relevant to fairness and reasonableness; (h) prepare for flexibility in the 

process; and (i) alter the agenda and process in one’s favor. 

Negotiating with customers. Negotiating with customers means negotiating with a 

party who represents an important relationship that is hoped to retain over time. Thus, in 

these cases winning means more than simply claiming the most value. Accordingly, the value 

that is given to the relationship will moderate extreme value-claiming behavior, because of 

three reasons: (a) being avaricious brings the risk of losing opportunities for claiming 

potential value in the future, (b) there is some reciprocity expected, and (c) to build trust 

(Luecke, 2003). The importance of relationships is highlighted by Kotter when he indicates: 
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Good working relationships based on some combination of respect,       

 admiration, perceived need, obligation, and friendship are a critical source of 

power in helping to get things done. Without these relationships, even the best 

possible idea could be rejected or resisted in an environment where diversity 

breeds suspicion and interdependence precludes giving orders to most of the 

relevant players (1985, p. 40). 

In these negotiations where the deal and the relationship are intertwined, it is 

confusing to know the extent that the negotiator can push or give away, that is even worse if 

one party gives more value to the relationship than the other, who may not even give any 

value at all. Thus, the danger of been manipulated increases (Ertel, 1999; Leucke, 2003). In 

order to avoid the situation of been manipulated, Ertel (1999) adviced to differentiate 

between the deal and the relationship. By doing this, negotiators will feel freer to share 

information, and be more collaborative and creative during the process, achieving more 

valuable deals, and as a consequence, a stronger and trustful relationship. This Ertel’s “better 

approach” is illustrated in Figure 30. One helpful tool recommended by Ertel is making a list 

that includes the components of each one and itemizes all the deal and relationship issues 

(1999). An example of this list is given in Table 11. 

 

Figure 30.  The dual-relationship cycle. 
Retrieved from “Turning Negotiation into a Corporate Capability,” by D. Ertel, 1999, 
Harvard Business Review, May-June, p.64. 
 



73 
 

   
 

Table 11  

Categorizing the Issues in a Negotiation  

Deal Issues Relationship Issues 

Price at different volume break points Recognition of mutual long-term goals 

Service agreements Recognition of individual goals and 

interests 

Replacement of obsolete equipment Future opportunities for collaboration 

Disputed resolutions Continued trust and respect 

Termination terms  

Assignment of the vendor’s responsibilities 

under the contract 

 

Note. Adapted from Negotiation (p. 116), by R. Luecke, 2003, Boston, MA: Harvard Business School Press. 

Bargaining power of suppliers. Bargaining power often use as a tool that analyses the 

competitiveness of an organization. The bargaining power between most supplier and 

customers is unbalance. Unsurprisingly, in many cases, the bargaining power of suppliers is 

far lower than that of customers. If the customer has enough market share in an industry, then 

the customer will have absolute discourse power (Stenbacka & Tombak, 2012). Because 

whether supplier can get the business of the big customer will determine whether the supplier 

can survive in this industry. In addition, the technology development is also somehow 

affecting the bargaining position of the supplier. Any technology that capable of increasing 

the number of suppliers decrease the power of suppliers (Evans & Neu, 2008). E-Bay and 

Alibaba are two obvious examples. Their presence has directly affected the number of B2B 

(business to business) and B2C (business to customer) suppliers in various industries. 

Therefore, small to medium enterprises [SME] have to face lower service price and give up 

the bargaining power. The unbalance bargaining power can easily lead to commercial 
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monopolies (Stenbacka & Tombak, 2012). Therefore, the government needs to introduce a 

reasonable and complete economic legal system to safeguard the rights and interests of both 

parties. Only the government's intervention can effectively resolve the problem, which is why 

many countries have the commercial protection laws for the benefit of both sides. 

3.2.14. Employee Reorganization 

According to Morgan and Zeffane (2003), trust forms an integral part for a successful 

transformation to be implemented in an organization. Also, the concept of trust is vital from 

human resource point of view. During the times of change (restructuring or reorganization), 

trust of employees for the organization erodes. This change can be related to structure, job 

descriptions, compensation, or technology. Trust plays an inevitable role for maintaining 

efficiency and productivity, and keeping employees engaged in the operations of the 

organization. On the other hand, lack of trust from employees is not only adverse for the 

performance of the entity but also for the change which is due. 

Where does the lack of trust stem from? According to Brown and Cregan (2008), in 

today’s times, employees are cynical of their organizations due to one of the following 

reasons: their managers, their positions, and/or organizational change. Cynicism is the 

negative outlook of one’s organization based on an experience, individual or peer, leaving an 

impression of lack of honest, fair and sincere action on the management’s part. When 

organizational change is put under the lens of scope, employee is cynical as the perception 

towards such a change is that of irrelevant/unnecessary due to incompetence.  

According to Morgan and Zeffane (2003), manager-employee play a crucial role to 

ensure that trust is built and transpired between the two parties at all levels. Trust is built 

through employee buy-in, also known as employee involvement. Employee buy-in includes 

the consistent exchange of ideas and consultation from the employees related to workplace 

changes to make their lives/jobs better. According to Brown and Cregan (2008), this process 
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calls for the implementation of a participative climate from the manager’s part. Now, it is a 

respective manager’s decision whether they want to create an environment of information 

sharing or decision-making. Each have their own objectives i.e. information sharing is aimed 

at a fair exchange of opinions, ideas and issues related to operation or functions, and 

decision-making is aimed at empowering the employee through accountability and 

responsibility. According to Morgan and Zeffane (2003), the concept of employee buy-in is 

seen as a democratic and efficient way to build trust. It is also a path often used to 

communicate the new changes to be brought in the organization. Trust is maintained through 

consistent communication between the parties related to changes and updates in the process. 

Employees updated about the acceptance of their ideas are more receptive towards change 

and often sow the seeds of reorganization among subordinates. 

3.2.15. Communication strategy 

As pointed out by Klein (1996), for majority of the organizations, any change or 

transformation is implemented slowly, information is gathered regarding the effects of the 

change and ultimately, required realignment is done to the changes based on feedback. As 

mentioned in the employee reorganization, trust is fragile concept from an employee’s 

perspective and the cynicism for the organization does not help the cause. Communication 

plays a vital role in the implementation of change. Through communications, employees are 

conveyed the message of the changes supposedly being brought in, their own ideas and 

opinions are taken into consideration and accordingly, realignment is necessary. The purpose 

of employee involvement through communications is to maintain trust, productivity, 

efficiency, and job satisfaction. These are the pillars of an effective communications strategy. 

Misunderstanding the purpose of the changes leads to rumors and thus, bad attitude/response 

prevails. If the intended message is not comprehended or misconstrued, it directly affects the 
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change to be brought in (Klein, 1996). A communication strategy is built through the 

effective utilization of the following principles (Johansson & Heide, 2008): 

• Repetition of the message is directly proportional to higher retention 

• Use more than one medium of communication (media) to relay the message 

• The best method of communication is face to face 

• Use the vertical hierarchical structure as the flow of communication 

• The managers/leaders have to actively supervise the relay of information 

• Leaders with reason are the torch-bearers of the change in perception 

• Keep the message personal as generic information is often forgotten 

Johansson and Heide (2008) have provided information about the approach towards 

communication strategy for an organizational change. There are three approaches i.e. tool, 

process and social transformation. Communication as a tool focusses on inclusivity of the 

employees in the organization through constant relay of purpose of the change. 

Communication as a process focusses on the receiver’s environment of understanding the 

message. After the message is relayed, what perceptions form in the mind of the receive, how 

the message is decoded and what are the after-effects of it, all of this is seen as a process. 

And lastly, communication as a social transformation focusses on the consequences of the 

communication i.e. as the new reality sets in, the importance of communication increases as 

there is a lot of instability due to the newness of the environment and an effective 

communication strategy ensures to bring stability and smoothness (Johansson & Heide, 

2008). 

3.2.16. Evaluation of proposals 

According to Arora and Bandara (2006), Solution Selection Method is a process of 

selection of a solution out of alternatives based on a method which considers: (a) the cost of 
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the issue, (b) frequency of the issue, (c) cost of solution, and (d) time to implement the 

solution. Based on this method, the steps to be followed are: 

1. Identification of the solution and summary: the total number of alternatives are 

 considered related to each problem solved and they are noted together. For each 

solution, the time it took to implement i.e. short or long term, and the feasibility 

to implement these solutions were considered. 

2. Identifying the strongest solution: a solution formula is developed keeping in 

mind the budgetary concerns of a firm. The sum of the scores assigned is 

considered. 

3. Selecting the solution: Based on the fact that a solution solves more than one 

issue and generates the maximum value compared to other solutions, will be 

chosen as the final solution. 

For this report, the following criteria is adopted from the study to assess the solutions: 

time frame, cost, feasibility and the ability to solve more than one issue at a time. To quantify 

these criteria, a scale comprising of values one to five is used to assign a numerical value to 

the criterion. Based on this scale, the criteria will be assigned lesser value if the time frame to 

implement that solution is more, it will be assigned lesser value if the cost to implement that 

solution is higher, it will be assigned lesser value if the it is not feasible and finally, it will be 

assigned lesser value if it’s ability to solve more than one issue at a time is less. For example, 

if a solution takes one year to solve while another solution takes six months to solve and the 

firm is looking for a quick solution, the latter solution will be assigned a greater value. Values 

will be assigned on the basis of comparison to other solutions and hence, there is no absolute 

value assigned to any criteria. 
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3.3. Conclusions 

In this chapter literature regarding service contracts and Service Level Agreements 

were studied because they are the key problem that Canvia is currently facing. Also, because 

the processes in the service desk unit, especially in Ripley account, are implemented using 

the ITIL framework, this chapter has also research about the main considerations to keep in 

mind for the future proposed solutions. Since the goal is to achieve a margin increase, 

literature has also been focused on margin management, especially in Service-Oriented IT, 

which led to research about revenues and costs in Service-Oriented IT. Finally, negotiation 

and communication strategy have been also researched because of the literature found in the 

previous steps, such as digitalization, coopetition and cooperative purchasing, IVR, among 

others, indicated that having negotiating and communicative skills is vital for any alternative 

of solution in this case. 
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Chapter IV: Qualitative and Quantitative Analysis 

While the previous chapter focuses on the literature review in order to locate relevant 

studies (Osborne, 2008), this chapter focuses on a deeper analysis of the cost structure. As 

described in the literature review, service desk operations are not only about introducing the 

service but also about continuing it. To do so, the chapter will first introduce the current 

revenue, cost and profit structure that Canvia generates for the Ripley account. These 

structures will in a second step be used to assess how Canvia needs to alter the revenue 

streams or adjust the cost site in respect to the Ripley account. Ultimately, this chapters aims 

at providing quantitative possibilities how a 20 percent profit margin can be acquired. 

4.1. Quantitative Analysis – Tools and Data Used 

In the further report different tools and methodologies that have been described in the 

literature review will be used. The most important is thereby the ITIL methodology as 

described in the Literature Review. As Canvia’s operations follow the ITIL methodology, 

also every future implementation will need to deploy it. This affects the assessment of 

solutions as well as the implementation plan. 

 Additionally, the logic of the managerial decision model (Pagnoni, 1990) will be used 

to determine the difference of alternative courses of action, such as a reorganization or a 

financial solution to the problem. Finally, the assessment of the best solution to implement 

will be based on the Solution Assessment Matrix introduced in the case by Arora and 

Bandara (2006) will be used. First, the following parts of this chapter will focus on showing 

the current costs structure and identifying the cost drivers according to Besanko et al. (2013). 

Moreover, we will first determine the current profit margin and second identify which 

changes need to be brought by to achieve the proposed profit margin of 20%. This is done by 

using the calculation methodology for the profit margin introduced in the prior chapter. 
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The data that will be used for these calculations have been acquired in client meetings 

and foremost via data that has been provided by the client. Canvia provided us with an 

overview of the revenues and costs for the month April, May and June 2019. Additionally, 

they provided a detailed overview over the costs for employees for the same timeframe. The 

data needed for further assessment will be provided by Canvia as well. The team was 

provided with information on the service level, on how the tickets are divided over Ripley 

Retail and Ripley Bank as well as over different issues. After presenting our proposed 

solutions, Miguel Campos and Fayol Montano provided additional data that could only be 

received in direct communication with Ripley. 

4.2. Quantitative Analysis – Introduction of Current Structure 

All data and information provided is privileged and confidential information that we 

received from Canvia. According to Hutton and Burnott (2005) this data can be considered as 

objective measures, which provide sufficient reliability and validity. From the data in Table 

12 it becomes obvious that there is a gap to the targeted 20% profit margin with an average 

profit margin of 8.19% for the months April, May, and June. The flat fee from the service 

desk contract with Ripley accounts for approximately 144,000 PEN of the revenue. 

Additional revenues up to the total of approximately 160,000 PEN monthly are generated 

through additional services provided, for example relocations or service maintenance support. 

These additional services provided by Canvia will last until January 2021. In May, Canvia 

generated additional 52,000 PEN approximately through a migration service. 

With an average contribution of 83.61 % to the total cost (lowest 77.63 % in May, 

highest 88.02 % in April), the cost for employees are the main cost driver. As mentioned 

before, this situation is a consequence of Canvia’s obligation of comply with the SLA agreed 

with Ripley. Therefore, Table 13 provides a more detailed overview of the fixed components 
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that are included in employee cost. Employee cost is also composed by variable components, 

such as overtime. 

Table 12  

Overview of Revenue, Cost and Profit (in PEN) 

 April May June 

Revenues 168,437 212,376 164,068 

Employee Cost 137,704 145,719 133,503 

Other Costs 18,749 42,002 20,987 

Total Cost 156,453 187,721 154,490 

Profit 11,984 24,655 9,578 

Margin 7.11% 11.61% 5.84% 

Note. Adapted from Cierre Financiero Abril 2019 Ripley SD (p. 2), by Canvia, 2019, Lima, Peru: Author; Cierre Financiero 

Mayo 2019 Ripley SD (p. 2), by Canvia, 2019, Lima, Peru: Author; Cierre Financiero Junio 2019 Ripley SD (p. 2), by 
Canvia, 2019, Lima, Peru: Author. 
 

Table 13  

Employee Cost (in PEN) 

 
April May June 

Role Count Cost Count Cost Count Cost 
Jefe de Proyectos & 
Coordinador de 
Servicios Service Desk  

5 23,631.77 6 25,165.21 6 23,625.01 

Administrador de 
Sistemas  

1 664.65 1 953.12 1 517.09 

Supervisor de Servicios 
de Service Desk 

1 1,126.07 0 0 0 0 

       

Especialista de Soporte 
de Service Desk Senior  

2 5,253.62 1 2,640.78 2 4,170.61 

Especialista de Soporte 
de Service Desk  

46 92,852.09 49 107,560.79 47 91,384.75 

Analista de Procesos  1 2,027.58 0 0.00 1 16.08 

Total 56 125,555.78 57 136,319.90 57 119,713.54 
Note. Adapted from Cierre Financiero Abril 2019 Ripley SD (p. 2), by Canvia, 2019, Lima, Peru: Author; Cierre Financiero 

Mayo 2019 Ripley SD (p. 2), by Canvia, 2019, Lima, Peru: Author; Cierre Financiero Junio 2019 Ripley SD (p. 2), by 
Canvia, 2019, Lima, Peru: Author. 
 

The numbers on cost provided do not add to the number provided in Table 12, as they 

also include cost for outsourcing of services. Because Miguel Campos changed the setup of 

the team from working with supervisors to coordinators, we can see a shift there. Supervisors 
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have been (if paid for a whole month) more expensive than the new coordinators. Differences 

in the costs in between month result from paid overtime. As previously discussed, additional 

services in May also resulted in additional employee cost. 

4.3. Quantitative Analysis – Possible Adjustments 

As previously introduced, Canvia faces the issue that they do not acquire the targeted 

20% margin. Moreover, it has been discussed, that the profits derive from revenues minus 

costs. With the assumption of the flat revenue of 144,000 PEN plus stable additional services 

they generate 160,000 PEN monthly. To achieve the profit margin, Canvia can only account 

for costs as high as 128,000 PEN. Table 14 shows two different possibilities to reach this by 

altering the employee costs. 

For possibility one, using the introduced number on the average amount of employee 

cost, this results in a maximal cost for employees of 107,021 PEN. From this number, the 

average of 11,779 PEN for outsourcing has to be deducted. Historically, the main amount of 

costs is allocated towards the Service Desk Employees (excl. Senior). With an average salary 

of 2,053 PEN for this role, Canvia could afford approximately 46 employees in this role, if 

the Other Costs can be reduced as well. 

Further, for possibility two, using the last available data from June, one can see that 

approximately 28,000 PEN account for all other roles than the Service Desk Employees 

(excl. Senior). This results in employee costs of 100,000 PEN. Subsequently, after deducting 

the amount for the outsourced employees, Canvia could afford approximately 42 employees 

in this role. 

 

Table 14  

Possibilities to Adjust Employee Cost (in PEN) 

 Possibility 1 Possibility 2 
Revenues 160,000 160,000 
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Employee Cost 107,021 100,000 
Other Cost 20,979 28,000 
Total Cost 128,000 128,000 
Profit 32,000 32,000 
Margin 20% 20% 

 
On the other hand, Canvia could increase its revenues by offering additional services. 

When using this as a possible solution it is crucial that the costs do not increase relatively, as 

this would affect the profit margin. Therefore, the firm should seek for an increase of revenue 

that does minimally affect the related costs. 

4.4. Conclusions 

Putting the aforementioned together, the main cost driver are the employee costs. 

Miguel has already brought by some changes, that have positively affected the cost structure. 

However, the costs need to be further adjusted. The introduced calculations are at this point 

purely hypothetical. Moreover, we have to keep in mind that the discussed possible 

adjustments rely on the assumption of steady additional services, that need to be sustained. 

As a cost deduction of that introduced size is currently not very realistic, the following 

chapters will focus on solutions that affect both, the revenue side, but also the cost side.
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Chapter V: Root-Cause Analysis of the Problem 

5.1. Identified Causes 

In order to find the root-cause of the problem stated in Chapter II, it will be used the 

Fishbone Diagram formulated by Dr. Kaoru Ishikawa. As stated by Columbia (2014), this 

visual analysis tool, shown in Figure 31, allows to systematically visualize cause-and-effect 

relationships, and also the hierarchy of events. For that purpose, there are some common 

relevant cause categories such as equipment, process (or methods), people, materials, 

environment and management. 

    

Figure 31.  Fishbone diagram sample. 
Retrieved from The SAGE Encyclopedia of Action Research (p.354), by D. Columbia, 2014, 
Thousand Oaks, CA: SAGE. 
 

However, the categories can be modified to suit the specific analysis. In that sense, in 

this case there have been identified some potential causes in the following categories: 
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process, people, communication, marketing strategy, environment and management. A list 

that enunciates the causes that cause the problem to occur is given below. 

• No tickets number forecasting 

• Inadequate communication between Service Desk unit and the legal area 

• Demotivated employees 

• Lack of employees training 

• Lack of performance controls 

• Mishandling by management in relation to the attraction of new customers 

• Not charging some additional services to clients because of flexibility 

• Negligence by the Legal Area when reviewing contracts derived from other areas 

• Inadequate planning of the cost structure 

• Lack of negotiating skills or preparation practices prior a negotiation meeting 

• Payment to executives of a commission of 40% on the sum of the agreed contract, 

for each contract they close 

• Ripley’s organizational culture that is short-term oriented 

• Ripley’s technological assets 

• Canvia’s contract signing process 

5.2. Main Causes of the Problem 

As mentioned before, there are five categories that include the identified causes. 

Figure 32 shows the Fishbone Diagram applicable to this specific case. Four main causes 

have been identified after an analysis of the problem. These main causes are: (a) process, 

specifically Canvia’s lack of preparation practices prior negotiations; (b) people, because 

employees were not motivated, trained or evaluated; (c) communication, which was 

inadequate between the Service Desk unit and the Legal Area; (d) management, in relation to 

inadequate planning of cost structure, and the commission payment to executives; (e) 
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marketing strategy, specifically not charging some additional services to clients because of 

Canvia’s flexibility approach; and (f) environment, because of Ripley’s short-term oriented 

culture and their technological assets. In this section we will explain the main causes that 

made the problem exists. 

 

Figure 32.  Fishbone diagram analysis. 
Adapted from The SAGE Encyclopedia of Action Research (p.354), by D. Columbia, 2014, 
Thousand Oaks, CA: SAGE. 
 

5.2.1. Process 

  Lack of preparation practices prior negotiations. According to the information 

provided by Canvia, its representatives do not follow a proper preparation process before a 

negotiation on behalf of the company. In that sense, executives only focus on closing the deal 

with the client, making the necessary concessions in order to achieve it. In addition, given 

that clients in this industry not only request cost quotations from one company, but from 

several IT firms, which compete to offer the best conditions, price being the most important 

one often, Canvia executives always try to offer the lowest price offered by similar 

companies, focusing more on their clients’ needs rather than themselves’ needs. However, the 

negative aspect of this approach is that there are high probabilities of closing a deal that is 
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disadvantageous for the company by not having a clear idea of what are the optimal 

conditions, as well as the limits, for Canvia’s economic situation. 

5.2.2. People 

     Demotivated employees. According to a survey carried out by Canvia for Great Place 

to Work in 2018, specifically regarding the Service Desk unit, the majority of Canvia’s 

employees did not feel motivated by their leaders. In that sense, employees gave a score of 53 

out of 100 in relation to the category "the bosses keep their promises", 63 out of 100 in 

relation to the category “they offer me training and/or capacitation in order to promote my 

professional development”, 58 out of 100 in relation to the category “bosses show 

appreciation and recognition for good work and extra effort”, 45 out of 100 in relation to the 

category “employees in this company are paid fairly for the work they do”, 41 out of 100 in 

relation to the category “I feel that I receive a fair share of the profits that this organization 

obtains”, among others. It is widely recognized by several researches that motivation and 

performance are related (Deci & Gagne, 2005). In that sense, since employees do not feel 

motivated, their performance probably will be mediocre, which is translated into more costs 

for the company since Canvia needs to employ more people to get the work done. 

 No performance controls. According to Canvia’s information, employees in the 

Service Desk unit were not evaluated until May 2019. In that scenario, since they did not 

receive feedback and were not aware of their weaknesses and strengths, their performance 

was not the ideal. However, since the implementation of some performance tools and 

feedback meetings, employees have shown a performance improvement. 

5.2.3. Communication 

Inadequate communication between the Service Desk unit and the legal area. 

According to the information provided by Canvia, the process by which a contract is 

approved by the company is the following: the contract is negotiated by a group of managers 
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composed by the commercial manager, the project manager and the pre-sales manager. The 

progress of the negotiations is given to a committee of senior managers for approval. Finally, 

the contracts are reviewed by the legal area. However, despite of all these filters and 

revisions, the contract signed by Canvia and Ripley still lacked several provisions that were 

necessary and reasonable for Canvia’s interest, which are basic to any contract of services. 

5.2.4. Management 

Inadequate planning of the cost structure. As it is evident, Canvia’s team did not 

negotiate the contract having all the figures cleared, being the most important one the costs. 

According to Canvia’s financial documents, approximately 80% of the income that Canvia 

receives from Ripley is destined to cover only labor costs. It is important to note that the 

income that Canvia receives of Ripley is not only as consequence of this contract, but also 

because of other contracts between the parties. As we stated before, since May 2019 this 

account is making profits because of some changes in the unit. However, before them the 

company the amount of money that the company paid for labor costs was higher than the 

income it received because of this contract. 

Commission payment to executives. Canvia’s project manager let the consulting team 

know that the company’s representatives, after closing a deal on behalf of the company, 

receive a commission of 40% on the sum of the agreed contract, for each contract they close. 

In that sense, regardless the profitability of the contract, the executives receive the 

commission. This commission payment can generate situations in which executives prefer to 

close the deal with the client under the conditions that are necessary in order for the client to 

accept, which are probably not advantageous for Canvia, as for example in this specific case. 

5.2.5. Marketing strategy 

Not charging some additional services to clients because of flexibility. According to 

Canvia, one of their marketing strategies is to sell flexibility and partnership, meaning that if 
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the client needs any additional service that is not agreed in the contract, but it is discretionally 

accepted by Canvia’s decision makers, it will be provided to the client for free. Because of 

following this philosophy, Canvia’s negotiators were not strict enough to negotiate more 

favorable conditions to the company. 

5.2.6. Environment 

 Ripley’s short-term oriented culture and their technological assets. As informed, 

Ripley has a culture that is short-term oriented, meaning that almost no process or strategy 

adopted by the company has a long-term objective. In that sense, this culture affects Canvia 

since many of the problems it faces in relation to Ripley are a consequence of this culture. 

For example, Ripley, when negotiating with different software providers, does not focus on 

conditions such as the type of browser that should be used, since the only important thing for 

them is to hire the one that offers the lowest price. As a consequence, Ripley currently has 

multiple software programs that require different types of browsers, which significantly 

hinders the efficient functionality of its assets, generating many incidents that must be 

resolved by Canvia. This culture is also reflected in the fact that most of Ripley's 

technological assets are obsolete, being more than 6 years old. Since Ripley is not willing to 

invest in new assets, the company extends the operational life of its assets as much as 

possible, which especially nowadays where technology advances faster and faster, brings 

many difficulties in their functionality, preventing its workers from efficiently completing 

their work without operational delays. 

5.3. Conclusions 

This chapter has focused on identifying the root-causes that led to the terribly 

negotiated service contracts with Ripley. The main root-causes identified are the 

demotivation that Canvia’s employees faced, lack of negotiating skills or adequate 

preparation practices prior a negotiation meeting, the inadequate planning of cost structure 
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prior getting involved in a long-term contractual relationship, the marketing strategy that is 

managed in the Service Desk Unit, which in order to offer flexibility to their customers, they 

avoid charging fees for some additional services that do not involved a large budget, the 

inadequate communication between the Service Desk Unit and the Legal Area, among others. 

In that sense, those areas should be taken into consideration when proposing possible 

solutions to this unit’s problem.   
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Chapter VI: Assessed Solution Alternatives 

6.1. Alternatives to Solve the Problem 

The consulting team offers three alternatives to solve the problems faced by Canvia 

which have raised due to its contract with Ripley. These three alternatives are the best 

possible solutions which are viable and can help resolve Canvia’s issues, not only for this 

contract but also for similar issues arising in the future. The first alternative is to increase 

efficiency by cutting costs which will include implementation of various tasks such as 

adoption of IVR (interactive voice response), formation of specialized teams to handle 

different issues raised by the Ripley employees respectively, employee incentive program 

which aims at motivating employees to perform better, process digitalization by providing 

webpage training to Ripley employees, and lastly the optimum utilization of the Canvia 

employees present in the Ripley store by changing their job tasks. The second alternative is to 

consider renting of equipment used by Ripley in their stores/banks such as the cashier 

machines and hardware (computers/laptops). This is keeping in sight the hardware tickets 

raised by Ripley and the cost incurred by Canvia to resolve these tickets. This includes 

renting/lending a rental company’s machines to Ripley till the end of the contract in 2021. 

Again, the purpose is to reduce the number of hardware tickets, because as stated before, 

several tickets are generated because the hardware used by Ripley is outdated. And lastly, the 

third alternative is increase in revenue through acquiring of new businesses i.e. providing 

cloud services, metrics, analysis, and/or monitoring services to Ripley. In addition, Canvia 

can propose to train new Ripley employees to equip them with the 

functionality/operationality of the Ripley machines/software. 

6.1.1. Increase efficiency, cutting costs 

Interactive Voice Response. Popularly known as IVR, it is an automated technology 

which enables callers to receive self-service without the indulgence of humans (Khudyakov, 
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Feigin, & Mandelbaum, 2010). The aim of this technology is to limit the rising operational 

costs of a call-center and simultaneously try to achieve a reduction (Khudyakov et al., 2010). 

According to Khudyakov et al. (2010), two-thirds of the costs incurred by a call center are 

directed towards the salaries of the employees. As we see in the case of Canvia, for the ‘x’ 

amount incurred towards maintaining a call center to provide services to Ripley, over 80% of 

the costs are employee costs. As a result, the unit produced no profits. Only in the last few 

months has the unit been able to earn positive figures and that is due to reduction in the 

number of personnel and additional services provided to Ripley. 

The consulting team proposed to implement the IVR system on the Ripley lines. 

Currently, due to the absence of such a system, in case of an issue, the following process is 

followed by Canvia employees: 

1. Ripley employee faces an IT related issue and calls the given helpline contact. (In 

case this is one of the premium Ripley stores, Canvia’s employee is present at the 

site). 

2. This call is received by a Service Level 1 employee of Canvia. Service Level 1 is 

assigned the duty to resolve software issues. This employee raises a ticket and 

tries to resolve the issue, considering it is a problem which can be resolved by 

them. 

3. In case, the problem is hardware related or other, this ticket is forwarded to 

Service Level 2. This level is assigned to resolve hardware issues. This level 

checks the ticket raised by Level 1 and verifies whether obligatory corrective 

measures have been undertaken. 

4. Once all information is gained, the respective employee tries to resolve the issue 

for the employee. As mentioned earlier, if the Canvia is present in the store, any 

issue of software or hardware is resolved then and there. 
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5. In cases of the issue not being resolved by either service level employees, the 

issue is then forwarded to Service Level 3. 

6. Service Level 3 comprises of Ripley employees who are employed to resolve 

internal issues. These issues can be software or data-driven which need to be 

protected by Ripley. Thus, these cases are directly handled by Service Level 3. 

The above-mentioned process is time-consuming, inefficient and costly. The adoption 

of the IVR technology will enable a Ripley employee to call the specific team with the 

specific issue. This will result in resolving tickets accurately and efficiently, saving Canvia 

operational costs. 

Specialized teams. According to Deng and Chandler (2010), service desk is one of the 

most critical units in the maintenance of information technology. Employees working in the 

service desk not only focus on resolving issues, but also simultaneously help the employees 

learn the new systems. In such a scenario, it is inevitable to consider the importance of the 

knowledge of the IT professional as more the knowledge this individual consumes, the better 

the output across varied functionalities. According to the same source, when an individual 

performs a specialized task, their range of activity is limited. This is believed to maximize 

their productivity and the rate of efficiency increases. This belief is held true for IT 

professionals too. 

Thus, the consulting team proposes to build specialized teams for the Ripley account. 

In presence of specialized teams, the variety of tasks handled by Canvia’s employees will be 

limited. This means that the professionals can focus on those certain tasks and gain maximum 

learning in those certain issues. This will help Canvia achieve higher productivity and 

efficiency. In addition, as mentioned above that we also propose to implement the IVR 

system, these two recommendations go hand-in-hand. Through the use of IVR, a Ripley 

employee will ascertain a specific issue/ticket and consequently, this will be handled by the 
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specialized team. We should not overlook the fact that, this will not only help increase 

Canvia’s efficiency but also Ripley’s. Issues directed towards Service Level 3 will directly be 

handled by them i.e. the tickets raised by the previous two levels would not necessarily have 

to follow the process of one, then two, and then three. This will break the static nature of this 

process and inculcate dynamism. 

Employee incentive program. Today, businesses operate in a dynamic environment 

that has a direct influence on how they operate. To keep up with the market competition, it is 

important to respond quickly to the changing customer demands. Reward management is one 

of the ways used by organizations in order to attract and retain suitable employees as well as 

facilitating improvement of their performance. Rewards include systems, programs and 

practices that motivate the employees and influence their actions. 

The purpose of the reward system is to positively reinforce and encourage agents to 

conform their work habits to a particular standard. Rewards can include awards, recognition, 

promotions or non-monetary bonuses like vacations. Stephen P. Berkson invented a system to 

provide incentives to a call center agent by allowing the agent to play a game each time an 

established performance standard is met. Allowing this, motivates the agent to continue to 

meet the performance parameter standard so that a game can be played again. The use of 

tangible rewards in the form of non-cash incentives with a monetary value is becoming 

increasingly common in many organizations. The overall average effect of all incentive 

programs in all work settings and on all work tasks was a 22% gain in performance. 

Based on the communication with the employees of Canvia who work in the unit of 

Ripley account, the culture and working conditions at Canvia perfectly align with the industry 

standards. In some cases, they even exceed the expectations i.e. the flexibility and learning at 

Canvia is unparallel. However, the absence of an incentive program is definitely 

acknowledged by the new project manager Miguel Campos. He believes that an incentive 
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program not only motivates employees to improve their working habits, it contributes highly 

towards building a culture of winners and optimum productivity. The incentive program will 

help Canvia recognize its star performers, who will be rewarded with financial or non-

financial incentives. On the other hand, it will help the organization to recognize its 

inefficient employees. According to Miguel, Canvia is already in the planning phase of 

implementing an incentive program. The consulting team agrees with Miguel’s decision as 

this system will help identify the members lacking in adhering with the productivity 

standards and accordingly provide them training.  

Employees reorganization. As explained earlier, Ripley has certain premium 

branches which require presence of an IT professional all round the clock i.e. during the 

operational hours. This is to make sure that any hardware or software issue is resolved at the 

earliest, so the operations of that particular branch are not affected. While Canvia employees 

have been highly useful for Ripley, from Canvia’s point of view, the productivity of these 

employees is quite low as the number of tickets raised by these employees is quite low i.e. the 

rate of efficiency of these employees is a mere four to five hours out of an eight-hour shift, 

according to the information provided by Canvia. The consulting team proposes to make 

some additions in the job descriptions of these employees and provide them infrastructure as 

to support the team dedicated towards Ripley account. 

Web page training. This solution implies the implementation of a web page that has a 

Frequently Asked Questions list and answers that resolves basic queries related to certain 

software programs’ functioning already identified as frequent, as well as a detailed 

explanation that is able to avoid the recurring problems when using them. This software 

programs are chosen precisely for having a high rate of tickets generated for Canvia. As 

discussed with Canvia, these software programs should be (a) Microsoft, (b) Office, (c) 

Internet Explorer, and (d) Adobe, due to their incidents rate, since they account 14% of the 
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total number of tickets (Canvia, 2019c). This solution would reduce the number of tickets 

generated because of software issues and may reduce also labor costs, since a significant 

percentage of tickets would be reduced. 

Embosadoras training. Embosadoras are machines owned by Ripley, which are used 

by them to print credit or debit cards and gift cards. Canvia can offer Ripley to provide 

embosadoras training to Ripley’s employees who manipulate those machines, since 

according Canvia, embosadoras generate approximately 10% of the total number of tickets, 

and of this 10%, the half is because they do not know how to manipulate them correctly. 

Lumens is the embosadoras supplier of Ripley. Every time an embosadora goes wrong, 

depending on which aspect has been damaged Canvia or Lumens have to fix it. If it is an 

aspect that Lumens need to fix, Ripley has to pay the company a very high amount of money 

for the repair service. Thus, training employees about the correct use of embosadoras is also 

interesting to Ripley since they would not have to pay these high costs to Lumens because 

trained employees will not break the machines. Also, it is interesting to Canvia because the 

training will also cover those aspects that correspond to Canvia solve, thus, the amount of 

tickets will be reduced as well. Hence, in this case, the number of tickets will be reduced, 

which also reduces labor costs, and Canvia receives additional revenues because of this 

provision of services. It is important to mention that Lumens already provides training 

services to Ripley’s employees regarding some aspects of embosadoras, however, there have 

not been any improvement. It is necessary to identify the reasons why Lumens’ training 

services are failing, and regarding which issues this training is about, in order to establish the 

scope of this service. 

6.1.2. Equipment renting 

Canvia resolves hardware issues for Ripley which form a considerable part of the total 

number of tickets raised. As informed by Canvia, these issues arise mainly due to the age of 
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the hardware used by Ripley. Older the machine, higher the number of issues with it. 

According to Canvia, Ripley has a large number of old machines which contribute to the 

number of tickets raised. Ripley insists on providing new machines only to middle-level 

management and higher-level management. Also, this is in case the machine is older than 5-6 

years. This in turn increases the workload on Canvia and affects the overall productivity of 

the service desk unit assigned to the Ripley account. Ripley, as any other organization, 

believes in cost cutting. This means that investing in new hardware is an additional cost they 

do not want to bear. The replacement of machines would cover only cashier machines, since 

they account 28% of total tickets, and according to Fayol Montano and Miguel Campos, 50% 

of those tickets could be reduced if they are replaced. PCs and laptops cannot be replaced 

until 2021 according to Ripley’s information, making this alternative not interesting to 

Canvia. 

As we see from this present situation, asset management in the information 

technology unit is quite complex. With the ever-changing technology, it is hard to keep with 

the latest inventions. Companies often invest in evolving technology, only to find their assets 

being obsolete. Think of it from a financial perspective and this process seems like an 

expensive solution. However, in recent times, equipment renting has become a new norm of 

keeping up with the technology (Deschamps, 2019). Here, we discuss the advantages of 

equipment renting. The first advantage is related to cost. Equipment renting is found to be 

less expensive as compared to a new asset where a large investment is required. Additionally, 

the companies do not account for depreciation which opens the opportunity to make other 

investments. On the other hand, maintenance costs are avoided as the rental company takes 

care of it. The second advantage is to receive the benefit of latest technology (Deschamps, 

2019). The company can enter in a contract with the rental company to change the equipment 

every 3-4 years. The next advantage is to receive a homogenous product line suitable for the 
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company which creates software compatibility and makes it easier to get IT support. And 

lastly, the company do not have to maintain personnel for the management of the IT unit as 

the rental company takes the responsibility of the equipment.  

The consulting team proposes Canvia to help Ripley enter into a rental agreement 

with its own supplier to take advantage of the rental equipment. This will help Ripley take 

advantage of the latest technology and on the other hand, the number of issues raised by 

Ripley will reduce. This will overall help Canvia control the number of tickets raised, tackle 

its efficiency issues and control its cost. 

6.1.3. Business expansion through Ripley 

Canvia provides additional services to its clients such as cloud computing, metrics, 

analysis and data integration. These services form a large range of products offered to clients 

individually or as a package. Depending on the client’s needs, the client chooses to either 

choose any of the services or a combination. Currently, Canvia provides service desk help to 

Ripley and has a service level agreement. Other services, when provided by Canvia, also 

become a part of an SLA. Canvia can expand its range of services provided to Ripley by 

entering into a new agreement with Ripley or by adding additional clauses to the existing 

agreements. This will ensure additional revenue for Canvia to offset the costs associated with 

the Ripley account. Additionally, this will guarantee a steady inflow of finances. Canvia 

should aim to be a one stop shop for Ripley. 

The consulting team proposes to Canvia, specifically Miguel Campos, to coordinate to 

arrange a meeting with Ripley to pitch their other products. The aim of this meeting should 

be to get Ripley’s attention to the fact that Canvia is looking to bring all the information 

technology operations under one roof. The objective of the meeting is to reduce the costs of 

Ripley’s IT services, and with it, to increase Canvia’s Service Desk Unit revenues, 

specifically regarding Ripley account.  
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6.2. Assessment of Alternatives and Proposed Solution 

For this report, the following criteria is adopted from the study to assess the solutions: 

time frame, cost, feasibility and the ability to solve more than one issue at a time. To quantify 

these criteria, a scale comprising of values 1 to 5 is used to assign a numerical value to the 

criterion. Based on this scale, the criteria will be assigned lesser value if the time frame to 

implement that solution is more, it will be assigned lesser value if the cost to implement that 

solution is higher, it will be assigned lesser value if the it is not feasible and finally, it will be 

assigned lesser value if it’s ability to solve more than one issue at a time is less. For example, 

if a solution takes one year to solve while another solution takes 6 months to solve and the 

firm is looking for a quick solution, the latter solution will be assigned a greater value. Values 

will be assigned on the basis of comparison to other solutions and hence, there is no absolute 

value assigned to any criteria. Results are shown in Table 15. 

Table 15  

Assessment of Solutions 

Criteria Increase efficiency, 

cutting costs - 

Alternative 1 

Equipment renting - 

Alternative 2 

Business expansion 

through Ripley - 

Alternative 3 

Time Frame 5 3 2 

Cost 4 2 3 

Feasibility 3 2 2 

Ability to solve more 

than one issue 

4 3 3 

Total Score 16 10 10 

 
Considering the first alternative as a solution to our problem of cost, efficiency and 

inability to generate consistent profits, the IVR system will help the Ripley to efficiently 
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select the problem they are facing related to information technology. This will help Canvia 

effectively differentiate between different tickets raised from get go. The team specialization 

will tackle the time issue i.e. the amount of time spent by each service level to solve one issue 

and adding to the detail of what action is taken. The incentive program will help keep the 

employees motivated and satisfied with their performance. On the other hand, this will help 

management to recognize the inefficiency in the employees and train them accordingly. In 

addition is the training web page and embosadoras training. Those trainings will help Ripley 

employees solve their IT issues through self-help and also empower them in terms of skills 

and competencies to tackle issues on their own. This will help Canvia save time and cost 

spent on the Service Desk unit for Ripley account. There seem to be no recognizable 

disadvantages to this solution. 

For the second alternative, the rental of the IT equipment will help Ripley use the 

latest technology across all their businesses. This will help them keep up to date with the new 

hardware and software which results in lesser number of issues faced. This will help Ripley 

and Canvia, both save time compared to what they spend in solving issues. Both the 

organizations put emphasis on efficiency and productivity. However, the amount of time 

spent to implement this change is high as to finding a rental company, entering into a contract 

with them and making those changes company wide. Additionally, this is a costly process for 

Ripley and considering Ripley is happy with Canvia’s service for service desk, they have 

lesser reasons to let Canvia convince them on this. Canvia cannot assume the costs of this 

alternative since cashier machines’ software is also old and will have to be replaced as well if 

the hardware is. This new software’s price is 300,000 USD, which exceeds by far the costs 

that Canvia can reduce. These reasons make this alternative less feasible. 

For third alternative, Canvia can aim to secure higher revenues through the expansion 

of their services provided to Ripley. Currently, Canvia only provides service desk services to 
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Ripley, and other related services such as implementations. But there is an opportunity to 

provide cloud computing, metrics, analysis and data integration services to Ripley. This will 

bring all of the information technology services of Ripley under one branch. This will result 

in higher revenues and ultimately profits for Canvia. What this does is, tackle the cost issues 

Canvia has with their Ripley account. The overall loss with this SLA can be converted into 

profits over the remaining period of their contract by balancing the losses with profits. 

However, Ripley already is in an agreement to provide them other services with another 

provide. This makes the feasibility of this future stream of finances less likely. If Ripley 

agrees to suspend their current agreement, only then this alternative is viable. On the other 

hand, this alternative does not necessarily tackle the personnel issues of Canvia in terms of 

efficiency and cost. This alternative only focusses on the revenue side of the Ripley account. 

It is not able to solve more than one issue. 

As seen in the above figure, the highest sum of the considered criteria is secured by 

alternative one as it is more feasible, cost effective, can be implemented in a lesser time 

frame and finally, has the ability to solve more than one issue. In the meeting with Miguel 

Campos, the project manager of Canvia, alternative one was chosen as the final solution. 

However, not the entire alternative was considered as a viable solution. The reason for that is 

the inability to convince Ripley to adopt the IVR technology on their system. As mentioned 

before, Canvia uses Ripley’s infrastructure to provide its services. Hence, the implementation 

of IVR needs to be accepted and implemented by Ripley. Ripley believes in being cost-

efficient and the IVR technology is comparatively an expensive option to choose. While 

Ripley recognizes its own shortcomings in terms of adoption of technology and how it is over 

all affecting its efficiency, it is taking advantage of the agreement with Canvia. However, the 

main reason why Ripley denied the IVR implementation was because the company did not 

like the idea of a machine answering calls from its employees. This means that Ripley is 
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ready to forgo its time in exchange of the investment in to the IVR technology. Additionally, 

change in the job description of the employees working in the Ripley stores was not accepted 

as the infrastructure to be provided to these employees is not viable to Ripley. This means, 

the mix of the webpage training and embosadoras training is the final solution Canvia has 

chosen. 

6.3. Conclusion 

In the previous chapters we explained Canvia’s problems which come into the picture 

due to its contract with Ripley of providing Service Desk solutions. We offered three 

solutions to the team of Canvia to solve their problems. The first solution focuses on reducing 

the cost of the account and increasing efficiency by implementing the IVR system, creating 

teams according to specialization, implementing an employee incentive program for the 

employees involved in the Ripley account, providing webpage training and embosadoras 

training to Ripley employees and lastly, making necessary changes to the job description of 

Canvia’s employees present in the Ripley branches. The second alternative was to rent IT 

equipment from the renting company to tackle the hardware issues of Ripley and reduce the 

number of tickets raised to solve them. And the final proposed alternative is to secure more 

businesses from Ripley. This will help generate more profits for Canvia and accordingly 

balance the cost associated with this account.  

We assessed the alternatives based on the Solution Selection Method which 

considered the time frame, cost, feasibility and the ability to solve more than one issue for 

Canvia. This method assigns values based on the scale of one to five and helps in choosing 

the best solution. Our meeting with Miguel Campos, the project manager of Canvia helped us 

come to the conclusion that alternative one is the most feasible, time-efficient, cost-effective 

and inclusive solution. However, certain changes to this solution were made by our client 

based on their needs and their meetings with Ripley. In that sense, the proposed solutions are 
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a training web page and embosadoras training service. Next, we plan the implementation of 

this alternative.  
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Chapter VII: Implementation Plan & Key Success Factors 

As explained in the previous chapter, training website and embosadoras training 

services, within the alternative 1 – increase efficiency, cutting costs –, are chosen as the 

proposed solution. This chapter focuses on developing the following implementation 

activities, involving a Gantt chart to illustrate. In addition, the key factors that affect the 

implementation plan will also be discussed and explained in the chapter. 

7.1. Activities 

As mentioned in last chapter training mix include training web page and embosadora 

usage training. Current progress of implement training web page is already in under the 

experimental stage. Ripley has already completed the development of the training web page, 

which is beneficial to Canvia. The step of negotiation with Ripley to invest money on the 

web page development and implementation can skip. Ripley's current plan is to test training 

website at three to five outlets. If the training web page can effectively provide employee 

productivity and reduce the generation of tickets, then Ripley will promote such web page to 

all outlets. In order to achieve the website training objectives, there are several activities 

should be completed, as follows: 

• Monitor and collect the tickets number of the webpage experimental stores. 

During the webpage training experimental, the timely feedback collection is an 

important activity for the implementation. Since the training method is still in the 

testing phase, there may exist some loopholes in this method.  

• The timely feedback from the people who involved into the training from both 

Ripley and Canvia. It can help to revise the training implementation. After 

experimental period, Canvia should do a comparison of the number of tickets 

with and without web training to determine if the method is valid.  
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• Collect tickets number for the first three months after overall implemented as the 

benchmark. As employees become familiar with this training method in the 

future, they should be able to resolve more problems that are basic. In addition, 

the web training system after passing the test should be more effective. Therefore, 

the number of future notes should be less than this benchmark.      

• Keep monitor and analyses the tickets number. Tickets directly related to the cost, 

thus Canvia need to make sure the stable of the tickets number. If any issues 

raise, they can response at the first time. 

• Feedback and update the webpage. When users have the ability to solve the 

problems noted on the webpage, Canvia's technicians can add more common 

problem solutions through reporting Ripley the feedback to upgrade the webpage. 

Embosadora training is a different situation with web page implementation. As 

mentioned on chapter VI, every time when the embosadoras go wrong, the technical person 

who from Lumens charges a high amount of money to fix the machine. However, the fixing 

fee of the machine goes to the banking department cost center, rather Ripley retail. In other 

word, the cost does not affect the profit of Ripley retail at all. However, solving the tickets 

generate by embosadora is the job of Canvia. Due to the cash flow issue, the implementation 

of embosadora training might meet some challenge. The following tasks below should be 

done in order to implement the plan. 

• Identify what Lumens does not provide the service of train about embosadoras. In 

order to have a better communication with Ripley Bank, before setting up a 

meeting Canvia side should study the situation now of Ripley Banking with 

embosadoras. 

•  Communicate with Fernando Chau to settle down to date that meet with the 

person who response the business of Ripley Banking. The change of talking with 
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the person who responsible for the business of Ripley band is limited, since the 

bank business is not the docking department of Canvia and Canvia also do not 

business dealing with Ripley bank. Canvia can through the introduction of FJ to 

contact with the leader of Ripley bank, thus they need to seize the opportunity to 

lay the foundation for possible training and other business dealings in the future. 

• Negotiate the and settle down the contract. Once Ripley interests about the 

proposed training plan, Canvia can start to negotiate about the training convince 

them to invest money on the training. Once finishing the negotiation, both sides 

should seat down and sign a contract about the training. Since Canvia can provide 

the training person, Canvia can gain a new business. 

• Hire an analyst in charge of the service and provide trial training. Canvia need to 

hire the analyst who is going to provide the training. This cooperation is the first 

cooperation between the two sides, it is necessary to have a mutual grinding and 

appropriate stage. Therefore, a trial training phase should be provided for better 

cooperation in the future. 

• Formally implement training and testing the training results. After the familiar 

step, training should begin normally, and the results of the training should be 

tested to ensure the effectiveness of the training. Thus, the problems of 

embosadora that caused by improper operation can effectively reduce. 

• Compare the number of tickets with pre-training. The comparison between the 

pre and post training is for testing whether the training is worth it. If the ticket 

number will not decrease as expected, then Canvia side should consider stopping 

providing service or reduce the providing time for saving cost. 
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7.2. Implementation - Gantt Chart  

The implementation process can be more intuitively represented through a Gantt 

Chart. The following Gantt chart shows the activities that Canvia and Ripley need to carry 

out in order to concrete the solutions. Also, it shows the responsible team for each one. 
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Figure 33.  Gantt chart.

2021

W34 W35 W36 W37 W38 W39 W40
Communicate the benefits of using the webpage to all Ripley Stores 
(meaning the responsible IT manager as well as chief manager of each 
store)

Miguel Campos

Use feedback to identify key stores to rollout the service first  on a 
exploratory basis Fayol Montano

Develop and programme the webpage Canvias responsible business unit 

Launch webpage training in key stores Ripley

Collect, monitor and compare the number of tickets received from the key 
stores Fayol and team coordinators

Evaluate timely feedback from the employees who are involved into the 
training Fayol Montano

Improve webpage by implementing changes based on feedback received Canvia business unit 

Communicate the changes (improvements) in ticket numbers achieved by 
the key stores to every Ripley store Miguel Campos

Negotiate with other Ripley stores based on the improvements in ticket 
numbers and experiences from key stores Miguel Campos

Roll out the service across all stores Ripley

Collect, monitor and compare the number of tickets received from the all 
stores Fayol and team coordinators

Analyze possible changes in ticket numbers (especially if different than 
expected) Fayol Montano

Evaluate timely feedback from the employees who are involved into the 
training Fayol Montano

Improve webpage by implementing changes based on feedback received Canvias responsible business unit 

Continue cycle of continuous improvment through monitoring ticket 
numbers and receiving feedback Fayol and team coordinators

Identify what is included in Lumens training Fayol Montano

Determine possible gaps in the training schedule that Canvia can exploit 
by offering the missing training services

Miguel, Fayol and Canvia business 
unit

In collaboration with Canvias other business units, determine a training 
schedule to close these gaps, the costs of the service provided, and the 
resources (staff) needed

Fayol Montano

Communicate with Ripleys IT manager to receive the contact details of the 
employee/ manager responsible for trainings Miguel Campos

Schedule a meeting to discuss and negotiate the offering of training 
services Miguel Campos

Prepare information on what training is missing and how many tickets are 
received due to this gap Fayol Montano

Prepare for the negotiation Miguel Campos

Negotiate and settle down a contract for the training services Miguel Campos

Finalize the training schedule Fayol & responsible business unit

Schedula a meeting to provide the first training to a limited amount of 
Ripleys employees Fayol Montano

Provide first training Responsible business unit

Evaluate feedback and improve the training schedule Fayol & responsible business unit

Formally implement the training Ripley

Collect, monitor and compare the number of tickets received for incidents 
regarding embosadoras

Fayol and team coordinator of 
Level 2 responsible for 
embosadoras

Determine if further training is needed Miguel and Fayol

Sep Oct NovAug
Solution Activity

May Jun JulMar Apr

Training 
Webpage

Embosadora 
Training

Timeframe
Responsibility

Dec JanAug Sep
2019 2020

Oct Nov Dec Jan Feb
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7.3. Key Success Factors  

Key success factors are the attributes that are particularly required by the task 

environment (Jorge Alberto Sousa de Vasconcellos E Sá, & Hambrick, D., 1989). In different 

tasks, there will be different Key Success Factors. In general, three proposed solutions have 

three different situations. In order to better organized, this chapter below separate the key 

success factors into two categories that risks and enablers.  Here are several identified key 

success factors that Canvia should be aware of. 

7.3.1. Risks 

Issues on value delivery for embosadora training. The value cycle framework noted 

on the literature section has three elements, value creation, value delivery, and value capture. 

In the solution of training operator of embosadoras, value creation that help Ripley banking 

reduce the repair cost of embosadoras. Value delivery, however, might meet some 

challenges. When the trainers provide training to embosadoras, many factors can generate a 

negative emotions and uniform opinions. For example, inappropriate verbal and non-verbal 

expression. When the Ripley hired professionals to train embosadoras operators, it meant that 

the company indirectly denied their professional ability. No one wants to be denied, same for 

the user of embosadoras. They may still stick to their operational methods and question 

trainers. This will greatly reduce the result of the training program. 

Risks on webpage training value creation. Although web training can theoretically 

improve productivity of Ripley, no one can guarantee that this project will follow the 

expected track. There are many factors can directly or indirectly cause the training failure. 

The unstrict manage of implementation strategy is a possible example. If no one monitor and 

manage people to use the webpage, the employees may still work as usual. They are used to a 

way of working, and only a few of people will take the initiative to embrace changes. Thus, 

without a strict management, the training will become a decoration. 
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Risks on the value capture of webpage training. As the implementation of the 

webpage training, more employee will start resolve the problem through the webpage self-

learning. Which is a good sign for Canvia, because some basic problems will fix by 

themselves. On the other hand, as more people trying to fix the issues, the probability of 

complicating problems because of inappropriate solutions is also rising. Once the basic 

problem become complicated, it cannot be solved by the instruction on the webpage. 

Technicians who from Canvia still have to solve it and may spend more time one ticket. This 

result is what Canvia does not want to see and accept. 

Risks of negotiation with Ripley Bank. As mentioned on the literature review, before 

the negotiation one of the important preparations is to understand their best alternative to a 

negotiation agreement (BATNA). However, Canvia’s BATNA is weak, which means the 

negotiation status of Canvia is passive from the beginning. As a supplier, it may lose the 

bargaining power to get a contact with Ripley bank. 

7.3.2. Enablers 

Provide enough value to Ripley Bank. Embosadoras machines are only used for two 

years. From the perspective of service level, embosadoras should not cause so many 

problems if operated properly. In addition, as mentioned on the chapter VI, every time 

embosadoras’ go wrong regarding aspects not covered by Canvia, a technician from Lumens 

needs to repair the machine. The problem of embosadoras is about not only the extra 

maintenance costs but also the life of those. If the service life of embosadora is shorten, then 

Ripley Bank has to spend a high amount of money to purchase new embosadoras. Moreover, 

the issue of embosadoras also leads to a decrease in production efficiency of Ripley. 

Good work environment. People in this unit know each other and keep a good 

relationship with the manager and leaders. As mentioned on the literature review, trust forms 

an integral part for a successful transformation to be implemented in an organization. 
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Therefore, with the help of a positive relationship the management team can better manage 

the process of change. 

Experimental stage of the webpage training. Ripley has already started the webpage 

training project and already in testing stage. From the prospective of Canvia, Canvia saves 

many steps, such as negotiation, to complete the project and achieve the results that operate 

the webpage in every Ripley outlet store. In two months later, if everything works well, the 

project will be promoted after passing the test phase. 

The introduction to Ripley Bank response person. Because Miguel Campos, who is 

the Project Manager of Canvia’s Service Desk unit, maintain a good relationship with 

Fernando Chau, who responses the business of Ripley retail, Fernando is willing to introduce 

Miguel to the Ripley Bank’s response person and discuss about the embosadoras training. 

With the introduction, Canvia can directly contact with Ripley Bank without any challenges. 

As the first step of the embosadora training solution, the introduction directly promotes the 

progress of the project. 

7.4. Conclusion  

Web page training and embosadoras training are the proposed solutions. Based on 

these alternatives, this chapter details the implementation activities for each scenario. What’s 

more, the timeline of the implementation also shows on the chart.  

In term of web page training, which is currently the most advanced solution among 

three alternatives. It is now in the trial operation phase. As long as there are no major leaks 

during the trial operation, the project will soon be available in all Ripley stores. The objective 

of activities is not only to guarantee the training will be promote but also to focus on 

improving the practicality and efficiency of the web page. The step of feedback and 

improvement the web page is the activities to improve the practicality.  
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In regard to embosadoras training, the firsts activities are the key for the entire 

implantation plan. Especially, the negotiation and communicate part will directly decide the 

pass or fail of the solution. Then, rest of the activities aim to better implement this training 

process. For example, offering trail training is for providing a mutual adaptation time and 

testing the training result is for maintain the efficiency of the training process. The last 

activity that compare per and post ticket number is to prevent the unexpected result injure 

company’s interests. In case of any negative results for the ticket number, the company 

should stop providing the training. If the contract is signed and the service cannot be stopped, 

the frequency of training should also be reduced. 

The activities and the timeline are presented on the Gantt Chart. The length of 

timeline for the chart is from September 2019 to January 2021, because the termination date 

of the contract between Ripley and Canvia is January 2021. All the solution and activities 

proposed is for help Canvia to spend the contract with positive margin. There are total 17 

months on the Gantt chart most of the activities will be done in several month, only the 

activities related with the maintaining efficiency or monitoring productivity will operate for a 

long run. For example, the feedback and improvement for both organization structure and 

webpage training will implement more than one year. 

The key success factors divide into two aspect, enablers and risks. Enablers consist of 

(a) provide enough to Ripley banking, (b) good work environment, (c) experimental stage of 

the webpage training, and (d) the introduction to Ripley bank response person. Due to all of 

these resource and advantages, the feasibility of three solution can enjoy a great increase. On 

the other hand, several potential risks may also make the plan ruin: (a) issues on value 

delivery for embosadoras training, (b) risks on web page training value creation, (c) risks on 

the value capture of webpage training, (d) risks of negotiation with Ripley Bank. Although 
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these risks may not occur, managements need to realize, consider, and prepare the risks to 

better implement the activities plan. 
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Chapter VIII: Expected Outcomes 

The objective of this consultancy is to increase the margin of the Ripley account in the 

Canvia’s Service Desk unit. For these purposes, various solutions have been proposed, which 

have been already accepted by the client. These solutions are (a) the implementation of a web 

page that solves frequently asked questions from users that are related to software programs, 

(b) provision of training services to Ripley employees regarding the correct use of 

embosadoras, and (c) employees’ reorganization. The benefits that are expected to be 

achieved by implementing the mentioned solutions will be explained below. 

8.1. Benefits of Implementing a Training Web Page 

This solution suggests the implementation of a web page that resolves queries related 

to certain software programs’ functioning already identified as frequent, as well as a detailed 

explanation of the recurring problems when using them, which as mentioned are software 

programs chosen precisely for having a high rate of tickets generated for Canvia. Both 

operational and financial benefits have been identified as a result of the implementation of 

this option. Regarding the operational benefits, the number of unnecessary tickets received by 

Canvia will be reduced, as users can resolve their doubts or problems on basic matters that 

can be easily solved or avoidable by them, in relation to the use of certain software programs. 

Of the 14% of total tickets that these problems represent, it has been estimated with Miguel 

Campos that 10% of those tickets can be reduced if Ripley’s employees adapt and use this 

web page. Hence, 400 tickets can be reduced, bearing in mind that the average total number 

of tickets are 4,000.  

Second, the financial benefits are obtained as a result of the operational benefits, since 

as already mentioned, having a high number of tickets means that a greater number of 

employees are needed in order to comply with the SLA. By reducing the number of tickets, 

therefore, a smaller number of workers will be necessary. In that sense, taking into account 
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that the labor costs assumed by the unit are extremely high, as fewer employees or man-hours 

are needed, Canvia will avoid paying overtime. It has also been agreed that the costs of 

implementing this web site will be borne by Ripley, thus no implementation costs for Canvia 

are included in this alternative. Assuming that 1 employee solves 100 tickets per month 

approximately (because number of tickets fluctuate between 4,000 and 5,000 per month, and 

there are 54 employees in the unit), this means that 4 employees can be let go, which 

represent 8,000 PEN of savings. The following table describes the description of the expected 

outcomes and goals of the implementation of this solution. 

Table 16  

Expected Outcomes of Implementing a Training Web Page 

Expected Outcomes Indicator Current Performance Goal Timeframe 

Decrease 10% of 

tickets 

Total number 

of tickets 

4,000 3,600 September 2019 – 

January 2021 

Reduction of labor 

costs 

Total labor 

costs 

133,503 PEN 125,500 PEN October 2019 – 

January 2021 

 
8.2. Benefits of Implementing Embosadoras’ Usage Training 

This solution lies in providing these services to those Ripley’s employees who are 

responsible for handling embosadoras. The training will focus on those aspects not covered 

by the services provided by the company Lumens. The benefits that will be obtained after 

implementing this solution are operational and financial. In relation to operational benefits, 

Ripley workers will be trained on the main causes of the generation of tickets related to 

embosadoras. Thus, when training and indicating to the employees how they should use, 

correctly, these machines, they will stop making mistakes when handling them that generate 

incidents, and as a consequence, the generation of tickets as well. Since embosadoras issues 

represent 10% of total tickets, according to Miguel Campos’ team, 50% of those tickets can 

be reduced in case of implementing this service. In relation to the financial benefits, as 
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mentioned above, due to the decrease in the number of tickets, a smaller number of man-

hours will be required in order to comply with the SLA. Therefore, labor costs will be 

reduced either by reduction in overtime pay or employees reduction. Also, depending on the 

agreement reached by Ripley and Canvia, it is expected that the provision of these services 

will be paid to Canvia for the monthly amount of 5,000 PEN, excluding taxes, which implies 

that Canvia has a full-time analyst dedicated exclusively to that work. This service provision 

can last one or two months, depending on the agreement reached with Ripley. It is worth 

mentioning that it will be necessary to hire an analyst during the term agreed upon, who will 

provide the training service. 

Subsequently, given that Ripley is constantly changing personnel, training services 

may continue to be provided by Canvia until January 2021, but it is estimated that only for 5 

days per month, depending on the negotiations with Ripley. For these services it will not be 

necessary to hire additional workers, since it can be covered by current Canvia’s personnel. It 

is expected that Ripley will pay Canvia the amount of 833.33 PEN for these services. The 

following table describes the description of the expected outcomes and goals of the 

implementation of this solution. 

Table 17  

Expected Outcomes of Implementing Embosadoras’ Usage Training 

Expected Outcomes Indicator Current 

Performance 

Goal Timeframe 

Decrease 5% of 

tickets 

Total number 

of tickets 

 

4,000 3,800 November 2019 – 

January 2021 

Reduction of labor 

costs 

Total labor 

costs 

 

133,503 PEN 131,503 PEN 

 

December 2019 – 

January 2019 

 

Increasing Flat 

Revenues 

Total 

Revenues 

159,750 PEN 164,750.00 PEN 

160,583.33 PEN 

November 2019  

December 2019 – 

January 2019 
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Chapter IX: Conclusions and Recommendations 

9.1. Conclusions 

This is a consulting report developed for an information technology service provider 

Canvia which is based in Lima, Peru. This report explains the problem faced by Canvia in 

terms of its Service Level Agreement with Ripley Group. Consequently, this report provides 

a quantitative analysis of the tools and methodologies used to provide a solution to Canvia’s 

problem. Based on our collaborative brainstorming, we developed three alternatives to the 

solution. 

Canvia helps its clients achieve technological advancements through digital 

transformation by providing support in terms of digital service, service desk, business 

operations and cloud computing. Canvia is involved in providing help desk and face to face 

support to its clients for service desk, it provides software development and software testing 

services, it provides digitalization services which include paperless solutions, banking 

processes, electronic collection and others; and finally it provides cloud computing services 

which enables companies to access their data virtually without investing and maintaining 

their own servers. 

For the employees at Canvia who are involved in providing service desk tasks, 

working in this company has been a great learning process. The culture of Canvia focusses on 

learning, developing, flexibility and career progression. Canvia believes in hiring skilled 

employees with an IT background and supports them through their journey. 

As a consultant, this was an excellent learning experience to understand an 

information technology company and what are its operations and functionalities. One of the 

most important aspects of this project is to work with a team to understand a company’s 

problem and provide them with an accurate solution. As this report mentions the importance 

of communication, it is the same tool which is embedded and inculcated in this report to 
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exchange ideas and opinions, constant relaying of the progress and the effects of the action 

and ultimately come together to build an incredible partnership of a consultant and client. 

This report is also a result of the consistent help received from Canvia. 

Canvia puts an incredible emphasis on relationship building and management and this 

was known from the very first meeting with the client, the project manager of Ripley account, 

Mr. Miguel Campos. Canvia believes in providing optimum services and productivity with 

less focus on its profits as it believes in satisfying the client at any rate possible. Canvia not 

only ranks highly not only in the service desk services but also in the latest technology by 

keeping up to date through its research and development unit. What we learn from this report 

is the importance of a Service Level Agreement. Canvia’s SLA with Ripley is where the 

entire problem started from and it is inevitable that relationship-based contracts might help 

the company secure clients but exclusion of important details as seen in this report can cost 

companies like Canvia a huge amount of finances. 

This report is a fine example of how different businesses operate and how they face 

different problems which require unique solutions based on the characteristics of their 

business. Here we provided three alternatives to solve Canvia’s problem. Based on their 

needs and feasibility, they chose the best possible solution. The problem for Canvia is their 

service contract and since no amendments can be done to it, Canvia is stuck with its 

obligation to provide services to Ripley. After reviewing the agreement, we conclude that 

Canvia and all other service providers should at no cost enter into an agreement to secure a 

high-end client. Such an action can prove to be financially draining for the company. The 

efficiency of the company is affected, and it is forced to invest in resources which can prove 

to be costly. On the other hand, the personnel directly involved in the Ripley account are 

happy with the culture and working environment at Canvia, however they are aware that 
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incentives are an important step to take. However, they too agree that corrective steps need to 

be taken to ensure that the account produces positive results. 

Particularly, the team has arrived at the conclusion that the goal cannot be met 

considering only Canvia’s total flat revenues. Table 18 shows the margin that can be 

achieved in case of implementing the solutions proposed in this report for the first month of 

providing embosadoras training services. Table 19 shows the margin that can be achieved 

after this first month. In the first scenario the margin would be 11.07%, and after that the 

margin would be 10.02%. The previous scenario was 3.46%.  However, normally Canvia has 

other businesses with Ripley every month that make them receive additional revenues. 

Nevertheless, in this case we cannot assume those services as permanent because of lack of 

continuity or long-term contract. Hence, it is possible for Canvia to achieve the goal of 20% 

of profit margin adding those additional services to the equation. 

Table 18 	 

Canvia’s Results During First Month of Solutions Implementation 

 PEN 

Total Flat Revenues 164,750 
Employee Cost 125,500 
Other Costs 21,000 
Total Cost 146,500 
Profit 18,250 
Margin 11.07% 

 
Table 19  

Canvia’s Results After First Month of Solutions Implementation 

 PEN 
Total Flat Revenues 160,583 
Employee Cost 123,500 
Other Costs 21,000 
Total Cost 146,500 
Profit 16,083 
Margin 10.02% 
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9.2. Recommendations  

Out of the three alternatives provided, Canvia chose alternative one i.e. developing 

web page training and providing embosadoras training. Currently, Canvia is working with 

Ripley to provide webpage training at Ripley’s key stores. The condition to the 

implementation of the webpage training at a large scale is the benefits of it to reduce the 

number of tickets and also, increase the productivity of Ripley employees. To ensure that the 

webpage training solution is effectively implemented, we recommend monitoring the number 

of tickets generate by the stores where the experimental webpage training is adopted. This 

also includes taking consistent feedback from Ripley employees about their comfort with the 

training. The feedback and monitoring should be followed up for three months period so that 

a good sample size is developed to review its effects on the efficiency, productivity, cost and 

profits. 

Based on the service level agreement, any embosadora issues faced by Ripley are to 

be resolved by Canvia at any cost. This service is provided by the company named Lumens, 

however in cases of emergency and incase the personnel handling the embosadoras are not 

well versed with the issue, Canvia has to step in. At present due to cost issues, no party is 

ready to take a risk on providing embosadora training at large scale. Thus, we recommend 

hiring an analyst to provide embosadora training. This training will follow the same pattern 

as the webpage training, where the number of tickets generated will be monitored, feedback 

from the employees will be taken into consideration. If expected results are not generated, 

this trial period should end, and an alternative should be considered.  

The aim of our consulting is to help Canvia generate 20% of profit margin 

consistently month-on-month from its Ripley account. However, with the solution provided 

and accepted this should not be possible. With the calculations and the implementation plan 

generated, Canvia should be able to reduce the number of tickets generated from Ripley 
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which will help it increase its efficiency and reduce its costs. At present, Canvia has invested 

more in providing services to Ripley than the profit it generates. The operational costs are too 

high along with the employee costs and this problem will be resolved through this report. In 

order to achieve 20% of profit margin every month, Canvia should continue offering and 

providing additional services to Ripley, such as implementations, and also exploring the 

possibility of offering cloud, metrics and analytics services, among others, in the near future 

to Ripley. In that sense, the commercial relationship with Ripley will be maintained and 

Canvia will receive profits from Ripley during the upcoming years. However, it is necessary 

to keep in mind the root causes that generated this current situation, in order to avoid them 

and improve the current contractual process: (a) high commissions to executives only because 

of closing a deal should be deleted and changed for commissions according to the profits 

generated by the specific business; (b) the contract negotiation process must be improved, 

Canvia’s representatives should be well prepared before any negotiation meeting, according 

to the negotiation theory explained in this report; (c) the contract signing process should be 

improved, being the contract revised by the relevant business areas for the specific contract; 

(d) more coordination between the legal area and the commercial area, in order to have a 

legal area capable of detect potential economic disadvantages of contracts; (e) Canvia can be 

flexible not because offering free additional services to clients, but offering quick response to 

every clients’ queries. 

It is also recommended also to reorganize Canvia’s employees, since some downtimes 

were detected in the unit, adding more functions to those employees who are solving less 

tickets than their coworkers. The implementation of the reorganization should be 

implemented at last, expect the activity of preparations, such as drafting reorganization plan 

and informing the upcoming changes. Internal restructure is inclusive changeable, because 

the functional team can be changed by other solutions. For example, there could be a team 
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responsible for the embosadoras training. If the embosadoras training project negotiators do 

not get a deal with Ripley Bank, then the team will not exist. When other two alternatives 

settle down, the activities of reorganization will implement more efficiency. 

Lastly, the most important aspect of these changes are the employees of Canvia. With 

a massive change in their own company and at the client’s end, it is important to 

communicate and provide them all the information which might help them understand the 

issue better. There is no room for resistance at this point and this can be avoided by employee 

involvement and employee buy-in. 
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