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Abstract 

 

Title The privatization´s effect on the perceived service quality. 

Research question How does the customers´ perceived service quality change when 

an industry becomes privatized? 

Purpose The purpose of our study is to examine how the customers´ 

perceived service quality change after a privatization of an 

industry. We have investigated if the pharmaceutical industry´s 

state-owned and privately-owned enterprises deliver different 

levels of perceived service quality. 

Methodology This study is of a quantitative approach where empirical data is 

collected through a questionnaire which is handed out to 120 

respondents. 

Findings There are no statistically proven difference in perceived service 

quality between state-owned and privately-owned enterprises.  

Conclusion State-owned and privately-owned enterprises are similar in sense 

of delivering customer service quality in a deregulated and 

competitive marketplace.  

Implications  Our study contributes to the understanding of privatization. 

Privatization is a well-debated measure, and citizens of almost any 

society shares different opinions about its effect on our well-being, 

and the result from this study gives an understanding how 

privatization actually affects the society in sense of the service 

quality provided. 

Keywords Service Management, Customer service quality, New Public 

Management, Privatization. 

Paper type     Research paper 
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1 INTRODUCTION 

The first chapter of this paper begins with background information of the study as well as the 

problematization. Afterwards, the research question is presented, followed by the purpose of 

the study and the study´s delimitations. 

 

1.1 BACKGROUND 

―In every great monarchy in Europe the sale of the crown lands would produce a very large 

sum of money which, if applied to the payments of the public debts, would deliver from 

mortgage a much greater revenue than any which those lands have ever afforded to the 

crown...When the crown lands had become private property, they would, in the course of a 

few years, become well improved and well cultivated.‖ (Smith 1776, p. 824) 

Adam Smith is one of the most well-known economic theorists in the history. Many of his 

theories and analyses argue for a free market with pure competition, and came to be adopted 

by future researchers. Arguments are often cited to support the privatization of public 

services. These includes: (1) reducing the overall costs; (2) improving the quality of the 

service provided; (3) improvement of skilled labor and (4) increasing the efficiency of the 

involved sector (Savas, 2000). 

Sweden is known as a country that holds on to the public sector in many industries for the 

welfare of the many. The Swedish government believes that there must be a balance between 

private and public firms, depending on the type of industry, to provide the best safety for the 

society (New Internationalist, 2003). It is of a perspective that holding a company public 

gives more tight control over its behavior, and as the magazine New Internationalist (2003) 

expresses it: ―Privatization is often accomplished by inadequate regulations and a mindset that 

places profit ahead of public safety.‖ 

Meanwhile, the European Union is in a procedure of privatization, where more and more 

state-owned industries become private. It is a way to decrease governmental control and 

broaden the revenues to the people, which contribute to an easier process to integrate the 

countries within the union. This view has supported the trend to deregulate markets, and 

statistics show an exponential increase in privatization of previous state-owned enterprises 

(Köthenbürger, 2006). This behavior has become known as the New Public Management, 
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where its theory holds a perspective that aspects of public sector production should be 

transformed to approximate more closely those in the private sector, with a more market-

orientated behavior. One of the methods in this theory is to privatize industries (Albreht, 

2009). 

Apoteket has long been Sweden´s only pharmacy and owned by the state. The European 

Union only sets a general legislative background for community pharmacies, with national 

legislation determining the market structure (Pioch & Schmidt, 2004). However, in 2009, the 

Swedish government decided to make Apoteket private. The argument was that a deregulation 

of the Swedish pharmaceutical industry would lead to a greater focus on the customer, supply 

the market with more choice of pharmacy models, and improve the access to pharmacies due 

to an increase in number of pharmacies. The Swedish government sold Apoteket to private 

owners and new pharmacies entered the market. However, the Swedish government decided 

to keep one third of the pharmaceutical industry state-owned. This was deemed to be 

necessary as the government felt that a complete privatization of the pharmacy network would 

have led to underserviced rural areas (Apoteksföreningen, 2012).  

The market´s biggest actors in the private sector at this date are Apotek Hjärtat, Kronans 

droghandel and Apotekgruppen, and, in addition, Apoteket is the state-owned pharmacy. 

There are a total of 29 different pharmacy actors within the pharmaceutical industry 

(Apoteksföreningen, 2013).  

As providers of emergency medication, expert advice and specialist healthcare services, 

pharmacies are central to the community. Traditionally, recognition of this vital contribution 

to the community has been reflected in the various measures by the government, where the 

government has had complete control over its operations by a state-ownership. However, 

recent deregulation of the pharmaceutical industry and a privatization of the pharmacies have 

led to changes in all aspects of the services marketing mix, namely products, price, place, 

promotion, physical evidence, people and processes (Schmidt, 2004). The Swedish 

pharmaceutical industry is, therefore, having a different behavior and appearance today, and 

the industry as a whole has gotten a more retail look-a-like appearance since the privatization. 

Some pharmacies have chosen to specialize into smaller segments to seduce a more 

homogenous target audience. For instance, pharmacies like Medstop specialize into a certain 

product range, and are focusing on beauty products, such as make-up and body lotions 

(Andersson, 2013). Further, pharmacies like Apoteket Farmaci specialize on having the most 

efficient process, resulting with the least queues and waiting times (Heise, 2012). In addition 
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to these specializations, other pharmacies, like Apotek Hjärtat and Apoteket, have chosen to 

stick to the original concept and keep a more wide range of products and services (ibid). 

Consequently to these changes, the Swedish pharmaceutical industry has become a more 

differentiated industry, and this new kind of pharmaceutical industry has now been active for 

more than four years. We therefore believe now is a good time to evaluate what the 

pharmacies have accomplished and what changes have been made and, more importantly, 

how the customer service has been affected. 

1.2 PROBLEMATIZATION 

Consumer‘s behavior and preferences are constantly changing in our fast growing world. 

Technology and innovations shape the consumers‘ needs and wants, and put pressure on the 

firms to adapt to these changes. Public firms are known to be slower to adapt to change and 

lack incentives to improve due to their stable and financially secured formation. Private firms, 

on the other hand, have a constant strive to improve profits, and due to the competition it has 

to find ways to be better than its competitors to maintain the customers. Yet, Sweden keeps 

relatively many companies and industries state-owned, compared to other western countries, 

and the privatization of the pharmaceutical industry has been criticized by citizens who argue 

that the privatization will have a movement towards worse service and lower customer 

satisfaction, as well as higher product prices (Öbrink, 2012; New Internationalist, 2003). It is 

the fear that an industry owned by private investors will involve having profitability as a 

major objective, which will lead to tight cost control and limited expenditures (ibid). 

However, by deregulating the market, the market opens up for private investors and new 

players enter the market. The market then tends to become more competitive. The competition 

involves fighting for customers, and the market´s actors do as best as they can to gain 

customers, where one way is to reach out to them. This leads to an increase in availability 

(locations), to be where the customers are (Minton, 2013), and the number of pharmacies has 

increased by 40 percent since the privatization (Apoteksföreningen, 2013). Further, fighting 

for customers also involves the importance to keep the customer, and customer satisfaction is 

highly valued. It is estimated that it costs five times as much to attract new customers as to 

retain an existing one, and the customer service must, therefore, be at a good level (The 

Chartered Institute of Marketing, 2010). Within the New Public Management there is a theory 

that states that the customer service quality will be provided at a higher level by private firms 

compared with public firms (Savas, 2010).  
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Allison (1979) argued that ‗the notion that there is any significant body of private 

management practices and skills that can be transferred directly to public management tasks 

in a way that produces significant improvements is wrong (Allison, 1979, p. 472). If public 

and private organizations are fundamentally different, there is little point in seeking to draw 

lessons from management practices in the private sector (ibid.). They are simply organized 

different and build on different platforms. Meanwhile, other theories within the New Public 

Management ague the opposite and state that public managers can learn useful lessons from 

private managers, but it require a new organizational structure (Boyne, 2002). However, little 

empirical evidence supports these arguments and researchers asks for more investigations 

within the field, especially when it comes to the service performance like service quality 

(Boyne 2002). Very little research has been made within the customer service quality and its 

changes from a privatization (O´Toole & Meier, 2004). Yet, up to this date, more research is 

required and one needs to investigate more on what effect privatization has over the customer 

service. 

In our study we have a focus on the customer service. Having a look at customer service 

involves investigations about the customer assistance, customer interaction and the overall 

impression of service productivity and service quality from a consumer perspective and their 

expected and experienced service quality. By addressing the customers´ expected and 

experience service quality, based on theoretical models designed by the researcher Grönroos 

(1984) within Service Management, our study can identify the perceived service quality. 

Furthermore, by making a comparison between state-owned and private-owned pharmacies 

we can test the theory within New Public Management and see if its theory about the benefits 

from a privatization is applicable in the sense of customer service quality, as well as to see 

what the privatization actually does to the level of service quality. In summary, our study will 

investigate the privatization´s effect on the perceived service quality, namely if the 

privatization of the pharmaceutical industry is good or bad in sense of customers´ perceived 

service quality. 

Our study will contribute to the understanding of how privatization affects customer service. 

By narrowing the research and ignoring macro-economic effects to mainly focus on the 

customer perspective, the research will provide useful information about deregulations in the 

health care sector. The health care sector is a very sensitive market to privatize due to the 

customers central role in its operations, and the decision to privatize the pharmaceutical 

industry is a well-debated measure performed by the government. 
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Similar approach in this paper can be made in other customer-intense industries that are 

important for the citizens‘ well-being, such as education and other health care sections like 

hospitals. Due to these industries´ importance and central role in the society, many citizens 

believe it is dangerous to let private investors own these markets and having the rule of 

competition as the main function, where profit is a major objective. Our study will therefore 

provide information over how an industry changes from a deregulation. By having the 

consumers in a central position of the research the findings will tell if the deregulation of 

important sectors, such as the pharmaceutical industry in this study, increases or decreases 

service quality and customer satisfaction, or if it stays unchanged.  

1.3 RESEARCH QUESTION 

How does the customers´ perceived service quality change when an industry becomes 

privatized? 

1.4 PURPOSE  

The purpose of our study is to examine how the customers´ perceived service quality change 

after a privatization of an industry. We have investigated if the pharmaceutical industry´s 

state-owned and privately-owned enterprises deliver different levels of perceived service 

quality. 

1.5 DELIMITATIONS  

Theories about privatization and deregulations of public services are many. The most argued 

reasons behind the privatization of the pharmaceutical industry in Sweden were that it would 

provide: (1) a greater focus on the customer, (2) more choice of pharmacy models and (3) a 

greater access to pharmacies. Therefore it is wise to focus on the effects of the privatization 

from a customer perspective and therefore avoid analyzing the pharmaceutical industry as 

such and the perceived benefits of privatization in a macro-economic perspective. 

This deliberate delimitation involves looking at the consumers´ experience of service quality, 

and therefore looking at service quality from a customer perspective. Our study is delimitated 

to look at the actual interaction between the customer and the service provider at the 

pharmacy, where we ask the consumer to evaluate the service provided. The physical 

environment and other surrounding factors inside the pharmacy are not separately observed 

but are seen as a result of the customer´s total evaluation over the experienced service quality. 
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Our study is concentrated on the pharmaceutical industry in Sweden. Due to the 

pharmaceutical industry´s privatization approximately five years ago, it is a good field to 

study when looking at how the service quality changes from privatization, where a 

company/industry goes from state-owned to private-owned. Furthermore, the study involves 

looking only at the biggest pharmacies (in sense of market share) as these pharmacies have 

strong financial muscles and can apply any market communication approached as they wish.  

The research paper is based on a small-scale quantitative research and limited to the southern 

part of Sweden. The findings might differentiate slightly from foreign countries due to the 

consumers´ cultural and behavioral differences in areas such as service expectations and 

perspective over product and service variety. 

1.6 OUTLINE  

Chapter 1 Chapter one presents the background of the dissertation. It also 

discusses the problematizing, purpose and presented research 

question, as well as the delimitations of the research.  

Chapter 2 Chapter two presents theories concerning privatization, service 

marketing and service quality. Firstly, there is a presentation of the 

New Public Management theory about privatization. Secondly, 

there is a presentation of Service Marketing Management theory, 

followed by theories within Service Quality Management. Lastly 

this chapter is presenting our own-designed model. 

Chapter 3 Chapter three brings firstly up the research approach of the 

dissertation. Secondly we discuss the research philosophy 

followed by research strategy. Finally, the choice of used theories 

in our research is presented. 

Chapter 4 Chapter four includes the empirical method. The time horizon is 

presented as well as the data collection method, population and 

sample selection. Further we present the operationalization, pilot 

study, questionnaire design and data analysis. It continues with a 

reflection about reliability and validity, ethical considerations and 

ends by a presentation of the data collection approach, the 

analytical tools used and the limitations of our thesis.   
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Chapter 5 Chapter five presents the results from our study and various 

analyses to receive relevant results from the collected data. This 

chapter first presents the demographics of the research followed by 

the results needed to answer our research question. 

Chapter 6  Chapter six contains a reflection of the analysis and the most 

relevant discussions around it, starting with and evaluation of the 

elements and continues with a discussion for each element 

separately. It ends with the statistical evidence from the analysis 

and a discussion around it. 

Chapter 7 Chapter seven is a summary of this thesis and the most relevant 

conclusions drawn during the research process are presented. 

Further there are ethical/societal implications presented, as well as 

critical thinking and suggestions for further research. 
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2 THEORETICAL BACKGROUND 

In this chapter there will be a discussion about theories concerning service management. 

These theories will be the basis of our model. First, there is a presentation of the New Public 

Management theory. Secondly, there is a discussion about Service Marketing Management, 

followed and ended by theories within Service Quality Management.  

 

2.1 INTRODUCTION  

In this chapter we have referred to authors who are frequently mentioned within the field of 

service management. Savas (2000) and Boyne (2002) are two known researchers within the 

New Public Management, and explain the effect of a privatization. Booms and Bitner (1981) 

are the developers of the seven-P theory, and explain different components within service 

marketing. Further, Grönroos (1984) is a well-known researcher within service quality 

management, whose model will be presented and explained. These presented theories are 

important due to the purpose of our study, and will be combined into a model named Service 

quality evaluation model. 

2.2 NEW PUBLIC MANAGEMENT 

New Public management is a well-known model for governments, and the theory has its roots 

from the ‗80s. The theory belongs to a perspective that the aspects of public sector production 

should be transformed to approximate more closely those in the private sector, with a more 

market-orientated behavior (Albreht, 2009). Privatization is the mainstream of the New Public 

Management, where the government contract, franchise, and/or "vouchering" (selling or 

leasing assets) state-owned assets to private investors (Savas 2000). Privatization of the public 

sector involves different kinds of benefits. These benefits are: (1) increased efficiency in the 

delivery of public services, (2) a utilization of economic market models for political and 

administrative relationships: public choice, negotiated contracts, transaction costs, and 

principal-agent theory, and (3) appliance of the concepts of competition, performance-based 

contracting, service delivery, customer satisfaction, market incentives, and deregulation. 

One critical challenge is to manage the process for eliciting the participation of the private 

sector in a way that still protects public interest, while also allowing the private businesses to 

earn a reasonable return on their investments (Savas, 2000). However, if privatization gets 

properly carried out, it will work well and produce proven benefits (ibid). Privatization 
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requires a different role for the government and as Savas states it; ―it calls for more brain cells 

and fewer muscle cells in the public service - more steering and less rowing‖ (Savas, 2000). 

Private firms, compared to public firms, are known for having more successful management 

techniques. There are differences in management incentives such as, management by 

objectives, total quality management, devolved management and performance-related 

payments, where these differences involve different outcomes and different performances 

(Boyne 2002). 

Public managers have multiple goals imposed upon them by the numerous stakeholders that 

all need to be satisfied. Public organizations are, therefore, victims of a more defused 

decision-making process by being pushed and pulled in different directions simultaneously. 

Meanwhile, private organizations have one major objective; to provide profit, which sure is 

divided into many sub-objectives, but still gives a more clear goal and direction (Boyne, 

2002). 

Managers in public organizations have less autonomy and lack the decision-making power to 

quickly adapt to changes in the surrounding environment. In comparison, private 

organizations do have this freedom and, therefore, receive more motivation to become more 

innovative and creative (Boyne, 2002). 

In sense of customer service, managerial values are critical factors and the main difference 

between public and private organizations is the attitude and inspiration of their personnel. 

This phenomenon was during the ´90s known under the name ―public service etos‖ (Pratchett 

and Wingfield, 1996). Public managers are less materialistic than their private counterparts 

due to the lack of financial incentives such as reward systems. The fact that the reward system 

in the public sector is almost non-existing or very low, gives managers in the public sector 

less motivation to improve, compared to managers in private organizations where they always 

aim to enhance staff commitment and improve organizational performance. Furthermore, 

public organizations are believed to have a stronger desire to serve the general public, rather 

than to specialize on individual preferences (Boyne 2002). From a marketing perspective this 

means that private firms have a smaller, more homogenous target audience. This is because of 

their desire to meet the demand of individual customers (Jobber & Fahy, 2009). Finally, the 

level of organizational commitment is believed to be at a lower level in the public 

organization because of the public organization´s more bureaucratic structure and inflexibility 

of personnel procedures, as well as the weak link between performance and rewards. The 
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service personnel may, therefore, be less focused on delivering service quality and overall 

customer satisfaction. Another reason for this is that it is often difficult for public employees 

to observe a connection between their contribution and effort within the organization and the 

success of the organization as a whole (Boyne, 2002). 

Customer service strategies in the private sector are more developed than those of the public 

sector. However, one must understand that the New Public Management model´s goal is to 

create a more market-orientated industry. In the situation of the pharmaceutical industry and 

its privatization, the Swedish government only privatized two thirds of the industry. This 

creates competition. Both between private and public organizations, and the force of 

competition should make both more homogenous. Jane E. Fountain (2001) investigated this 

phenomenon. Surprisingly, she discovered that ―in borrowing private sector service 

management ideas, public sector actors must confront a host of operational and political 

implications that are not easily dissociated from the management strategy and tactics‖ 

(Fountain, 2001). Private firms begin from start with market segmentation in order to identify 

profitable customer segments. They shape preferences and expectations as an integral part of 

customer relations. Through their growth they get increasingly sophisticated in their ability to 

harvest information regarding the preferences of customers. So to say, private firms have the 

opportunity to start from scratch and begin with a successful market-orientated approach, 

while public firms lack this advantage and sometimes fail to become successful in a 

competitive market (Fountain, 2001). 

The backbone of the New Public Management theory is that a more market-orientated view 

improves public service performance. A theory within New Public Management says that  

governments should no longer see themselves as the sole provider of public services and, 

when the service has become more cost-efficient, it should use contractors (privatize) to 

deliver optimal services (Walker, Brewer, Boyne, & Avellaneda, 2011). Privatization is seen 

as a market-oriented reform where it provides the specific industry with competition and more 

market-oriented behavior. This introduces competition factors which will provide the industry 

with the same characteristics as the private sector has. The New Public Management theory 

states that a privatization of an industry leads to a market-orientated structure and to an 

improved productivity and performance, and makes the organization more customer-oriented 

and proactive (Walker, Brewer, Boyne, & Avellaneda, 2011). 

However, these theoretical arguments for privatization must be tested against systematic 

evidence. Particularly concerning the customer service and the privatization‘s impact on the 
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service quality. The majority of the empirical investigations have mostly focused on the 

economic impacts such as cost and efficiency, and the systematic study of effects on service 

quality has been rare. Even though studies have been rare, the New Public Management does 

involve theoretical arguments about positive impacts on service quality (O´Toole & Meier, 

2004). The researcher Hodge (2000) points out in his review over research findings that no 

general and consistent relationship between privatization and improved service quality has yet 

been found to hold.  

2.3 SERVICE MARKETING MANAGEMENT  

For a number of decades it has been recognized that the marketing of service enterprises 

presents additional challenges for the marketing manager. It is important to understand the 

distinction between a product and a service, and to understand the unique characteristics of 

service. Booms and Bitner (1981) developed a model called the seven-P model which was 

created to give marketing managers a clear picture of the differences between marketing a 

service and marketing a physical product. The seven-P model exists of seven essential 

components that should be included in the service marketing mix, and every one of them is 

included in a company´s market communication. It gives influence over the consumer buying 

behavior and the company´s image perceived by the customers (Jobber & Fahy, 2009).  The 

seven different service marketing components are: 

 Product- unlike the meaning of a physical product in the traditional marketing mix the 

product in the service marketing mix has an intangible, heterogeneous and perishable 

meaning, where its production and its consumption are inseparable.  

 Promotion- the fact that service offerings are easy to imitate, promotion has a vital role 

in the service marketing mix where service companies often take the opportunity to 

invest heavily in promotion in order to differentiate themselves from competitors and 

attract customers, in a market where the offerings are closely to identical. 

 Price- setting a price for a service might be more difficult than pricing a physical 

product due to its many indirect and invisible costs. In service pricing one puts a 

markup where the profit margins are considered enough and at the same time balanced 

with the customer´s demand. 

 Place- choosing the right location for the offering of the service can be decisive 

whether a company manages to make the customer satisfied or not. The service 

provided should take place at a location convenient for customer. 
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 People- it is of greatest importance to have the right people exercising the service 

provided due to the fact that service companies are very much dependent on the 

reputation they achieve, and the service providers are the direct contact with the 

customers.  This concern is becoming more and more important for service companies 

and sending the service providers on customer service training programs is an 

increasing approach to improve the company´s reputation and image. 

 Physical evidence- since services are intangible, companies always look for ways to 

add tangible values, like decorating the physical store, so that the customer experience 

in whole gets improved. 

 Process- the standard of how a service is delivered should be well thought through in 

order to deliver the service as efficient and effective as possible. Thus, it is common to 

have a service blueprint where the different steps in the process of deliver the service 

are provided in detail (Booms & Bitner, 1981). 

These seven components have different weight in different marketing strategies. However, 

they are all involved in the service marketing, and are underlying factors behind the customer 

service quality which will be introduced in the next subchapter.  

2.4 SERVICE QUALITY  

The service management researcher Christian Grönroos has created a model to clarify the gap 

between expected and experienced service quality. The model explains a company´s service 

quality from a consumer perspective. The model says that the total perceived service quality is the 

outcome of an evaluation process where the customer compares context-specific expectations of 

service quality with the experienced service quality (Grönroos 1984). 

 

 

 

Figure 2.1 The Total perceived service quality model by Grönroos 1984 
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Further, Grönroos (1984) illustrated that the customers‘ perceived service quality is an 

evaluation between expected and experienced service quality. The expected service quality is 

often pre-evaluated by the customer, where elements like the company´s image, market 

communication, word-of-mouth and need for the service have been influencers of the total 

expected service quality. In addition, the experienced quality is the actual service quality 

provided in the store. Here it is important for the service company to consider what service is 

provided and how the service is provided, combined with the image the company desires to 

express. What service is offered, considered as a technical quality, is alone not responsible for 

the quality outcome since the how, considered as a functional quality, is recognized as a more 

important element for the experienced quality. The reason for this is the fact that a lower 

technical quality can be compensated by the performance of the service providers (functional 

quality). The functional and the technical qualities combined together create the element 

named image, which involves the customers´ experienced image of the service providers´ 

behavior during the interaction (Grönroos, 1984). This is a general explanation of Grönroos´ 

Total perceived service quality model (ibid.), and the following paragraphs will provide a 

more in-depth review of this model.  

The expected service quality is influenced by several marketing approaches applied by the 

company, as well as the customers themselves by having them about the company, called 

word-of-mouth. The first influence is the company´s market communication and involves 

different types of communication techniques which the company uses to communicate to their 

target audience. The purpose with the communication is mainly to tell the customers what 

service the company offers, how they offer the service, why they offer the service, and to 

what price they offer the service. Market communication can take different forms and the type 

of form chosen depends on its impact. The market communication must get through all other 

companies´ market communication, so called noise, and reach out to the consumers to be as 

effective as possible. The market communication forms are, from the classic mass-

communication channels, TV-commercials, poster advertisements, newspaper and magazines 

advertisements, radio advertisements, and advertisements on the internet. Other common 

market communication forms belong to the direct communication channel. These forms are 

direct mail, telemarketing, mobile marketing, direct response advertising, catalogue 

marketing, and social media advertising (Jobber and Fahy, 2009). 

The second influence on the expected service quality in the model is the company´s image. 

The image is a result of the company´s market communication and the company´s behavior 
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on the market, and the image is closely connected to the company´s brand. The image is how 

the customer sees the brand and his or her emotional feelings for the brand. Images which 

companies strive to stand for are for instance luxury, sophistication, professionalism, 

friendliness, care, and cheap. However, a company´s image can be very complex, and the 

customers´ perceived image of the company can vary between customers (Jobber and Fahy, 

2009). 

The third influence is the word-of-mouth. It is a free marketing approach and applied by the 

customers themselves. It is the way customers talk about the brand to friends and other 

relatives, and word-of-mouth approaches are for example recommendations and suggestions 

by other customers (Jobber and Fahy, 2009). 

The last influence is the customer need. What the customer needs is closely related to what the 

customer expects, and the customer strives to get his or her need satisfied. It is, therefore, an 

important influence to take into account when evaluating service quality (Grönroos, 1984). 

In addition to expected service quality, the experienced quality is the overall experience the 

customer gets when he or she interacts with the company´s service provider.  The experienced 

service quality is influenced by the actual appeared image during the interaction. This image 

is a result of the technical and functional quality. Technical quality is the outcome of the 

service provided, namely what service is actually offered. In addition, the functional quality is 

how the service is offered. This is the most critical factor within the experienced quality and 

has the most influence over the perceived corporate image. It involves the service provider´s 

behavior and how he or she acts in a specific situation, for example concerning the level of 

expertise provided, how well the customer get assisted, the customers attained attention, and 

the chemistry between the service provider and the customer during the interaction (Grönroos, 

1984).  

In the center of the model is the perceived service quality. Perceived service quality is the 

difference between expected and experienced service quality. It is a function of the 

customer‘s evaluation over how he or she expected the service quality to be before the 

interaction and how he or she felt about the service quality after the interaction. The perceived 

quality is depending on how well the company has kept their promises from their market 

communication, how well the service providers actually behaved in correlation to the image 

the company created in the mind of the customer, and how well the company did satisfy the 

customer´s need. The perceived service quality might vary between customers depending on 
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their individual expectations, which can also be influenced by external factors such as 

personality and lifestyle. However, positive perceived service quality is when the experienced 

service quality is higher than the expected service quality, and negative perceived service 

quality is when the experienced service quality is lower than the expected service quality. The 

bigger the difference is between expected and experienced service quality, the bigger is the 

positive or negative perceived service quality (Grönroos 1984). 

Throughout the development with the Total perceived service quality model, Grönroos (2007) 

chose six elements that according to him determine the customer service quality. These 

elements can be used when one is evaluating the expected and experienced service quality. 

These elements are presented as follows: 

 Professionalism and skills- the service providers have the knowledge and skill needed 

to solve the customers‘ problems. 

 Attitudes and behavior- the service providers solve customers‘ problems in a friendly 

way. 

 Accessibility and flexibility- the service system is easy to access and adjust the 

demands of the customer in a flexible way. 

 Reliability and trustworthiness- the service providers can keep promise in the service. 

 Recovery- the service providers can take immediate actions to control anything that 

goes wrong. 

 Reputation and credibility- the customers can trust the service providers. 

These presented element will be conducted into a new model named Service quality 

evaluation model. This model is presented in the following paragraph. 

2.5 SERVICE QUALITY EVALUATION MODEL  

The purpose of our study is to examine the customer´s perceived service quality between 

state-owned and privately-owned enterprises, and evaluate if there occurs a difference 

between these two. This will be examined by identifying the customers´ expected and 

experienced service quality from Grönroos (1984) model and compare it between state-owned 

and private-owned enterprises. Impact on the customers´ expected service quality comes from 

underlying factors like image, market communication, word-of-mouth and customer need. 

These factors are shaped by the service company´s marketing mix, which is created though 

different approaches in the 7-P model (see chapter 2.3). In addition, the experienced service 
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quality is affected by how the company behaves during the customer interaction, and how and 

if the company actually live up to what they communicated to the consumer. The outcome 

from the expected and experienced service quality is the perceived service quality. 

 

 

 

 

 

 

 

 

 

 

  

 

Figure 2.2 Service quality evaluation model  

(Based on: Grönroos‘ ―Total perceived service quality model‖, 1984) 

The dotted box presents the underlying elements one must look at when evaluating the 

customer service quality from a consumer perspective. The service quality within these 

elements is a result from the company´s market communication, corporate image, the type of 

services offered and the service providers´ behaviors and attitudes. The first element 

―Professionalism and skills‖ evaluates the service provider´s understanding of the customer´s 

needs and the service provider´s knowledge to seduce it. The second element is ―Attitudes and 

Behavior ―and evaluates the quality of the customer interaction and how the service provider 

behaves towards the customer in various situations as well as the provider´s general attitude 

towards the customer. Listening to the customer and meeting the customer in a friendly way 

are examples of behaviors one must consider when evaluating this element. Further, the third 

element, ―Accessibility and flexibility‖, evaluates the service provider´s time to respond to a 

request and the customers´ convenience like when and where the customer can receive the 

service. The forth element, ―Reliability and trustworthiness‖, evaluates how well the service 

provider keeps his or her promises, how good the delivered solution is and how efficient the 

process to give the solution is. Furthermore, the fifth element, ―Recovery‖, evaluates how 

Perceived service quality 

Reputation and credibility 

Accessibility and flexibility 

Expected service 

quality 

Experienced  service 

quality 

Professionalism and skills 

 

Recovery 

Attitudes and behavior 

Privately-owned 

Enterprise 

State-owned 

Enterprise 

Reliability and trustworthiness 



22 
 

well the service provider handles customer complaints and dissatisfactions. Lastly, the sixth 

element, ―Reputation and Credibility‖, evaluates the service provider´s attention to the 

individual customer and how well the service provider keeps the customer´s interest 

prioritized. 

This model will be the basis of our study. Evaluating the perceived service quality for each of 

the six elements will provide more accurate information as well as a more structural outline 

when collecting, analyzing and presenting the empirical data. 
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3 METHODOLOGY 

The methodology chapter of this dissertation brings firstly up the research approach of the 

dissertation. Secondly we discuss the research philosophy followed by research strategy. 

Finally, the choice of used theories in our research is presented. 

 

3.1 RESEARCH APPROACH 

We will have the major Swedish pharmacies as the core/subject in our study. It is a good 

study field due to the present time, where the privatization of the pharmaceutical industry has 

gotten time to stabilize. Our study specifies on the actual change from the deregulation of the 

pharmaceutical industry in the sense of service quality for the customers. The examination of 

this is done by distinguishing the pharmacies from whether they are state-owned or privately-

owned. Therefore, we divide the market into two different types of pharmacies: (1) State-

owned pharmacies and (2) Privately-owned pharmacies. 

The method will be of a quantitative approach by giving out a questionnaire to customers in 

the selected sample group. The sample group is adult customers (18 years and above) of the 

selected pharmacy. By this approach we expect to attain information about the current 

expected and experienced service quality to understand the customers´ perceived service 

quality at the two different types of pharmacies; state-owned and privately-owned. 

3.2 RESEARCH PHILOSOPHY  

This subchapter begins with a brief explanation of the different research philosophies, and 

ends with a presentation of the research philosophy chosen for our study. 

Saunders et al (2009) identify three major research philosophies, each one with its own 

characteristics and stances. What characterizes the first philosophy, positivism, is the 

eagerness to work with an observable social reality where the researcher can test his or her 

own hypothesis based on existing piles of theories. He or she can then prove the hypothesis to 

be either confirmed or rejected, which results in a law-like generalization. Another 

characteristic for positivism is the stance at the studied field. The researcher should stay 

independent from the research subject and neither affect or get affected by it. In other words 

one must free oneself from preconceptions and take a viewpoint from a third, value-free, 
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perspective. Lastly, the researcher should only consider data that can be observed as credible 

data. (Saunders et al 2009) 

When it comes to the second research philosophy, realism, Saunders et al (2009) mean that 

the main characteristics of realism are firstly the belief that objects, such as toys or raw 

materials, have an existence independent of a human mind. The second characteristic is the 

view that reality is what our senses, combined together, interpret as reality. Realism can be 

split into two subcategories, where the first is direct realism and the second is critical realism. 

The amount of steps taken to experience and to perceive the world determine in which one of 

these categories one belongs. Direct realism stands for the opinion that we are living in a 

rather unchanging world, where individuals, groups and organizations only operate at one 

lever and only believe in what one see. Saunders et al (2009) explain that while direct realism 

is able to experience and perceive the world in sense of what one does and sees, critical 

realism differs in the sense that it includes the mental process; the time needed for the 

sensation to reach our senses and process them in order to perceive and experience the world 

in the senses´ interpretation. Further, critical realism, unlike direct realism, believes in the fact 

that we are living in a constantly changing world, where individuals, groups or organizations 

are operating in a multi-level world. This perspective can help us to understand the 

complexity of the world better since it stands for the opinion that what we see is only a small 

part of the actual reality. However, both direct and critical realism believes there are major 

social factors that affect the way we see and perceive the world (Saunders et al, 2009).  

Interpretivism puts a great weight on the fact that there are major differences between humans 

seen as social actors and, therefore, critical to the stance of positivism to use law-like 

generalization. Interpretivism is about how we interpret situations in our everyday life, which 

then leads to the conclusion that we interpret our own social role as well as others´ social roles 

(Saunders et al, 2009). Interpretivism´s further viewpoint is that if one wants to understand 

the desired study field, one must see it from the perspective of the social actors who are in it. 

This will lead the researcher closer to the objective to understand the complexity of the 

studied field (Saunders et al, 2009). 

Our study makes use of a positivistic research philosophy. This philosophy is used when one 

is testing existent theories. We evaluate the perceived service quality with objective 

measurements to perceive the reality, with use of a quantitative approach. 
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3.3 RESEARCH STRATEGY  

A research strategy can be divided into seven different categories: experiment, survey, case 

study, action research, grounded theory, ethnography and archival research (Saunders et al, 

2009). These strategies are connected either to a deductive approach or an inductive approach 

(Grey, 2011). Our study has a deductive approach and involves a quantitative survey strategy. 

The survey strategy is common within business and management research due to its 

convenience of involving a fast collection of a large amount of data with a relatively low-cost 

approach. The chosen approach is to collect the data through questionnaires with a seven level 

Likert Scale, where we measure how strongly the respondents agree or disagree to a certain 

statement. The answers/opinions to the statements will contain a scale from 1 to 7 in order to 

provide as accurate information as possible.  

A research strategy can be descriptive, exploratory or explanatory, depending on the research 

approach and purpose (Saunders et al, 2009). Since our study is of a deductive approach, an 

explanatory research is conducted where we intend to explain how the privatization affects the 

customer service quality.  

3.4 CHOICE OF THEORY 

In our study we have chosen to make use of the New Public Management theory, Boom´s and 

Bitner´s (1981) seven-P theory about Service Marketing Management, and Grönroos´ (1984) 

theoretical framework within customer service quality. Grönroos (2007) has further created a 

framework with elements which identifies the level of service quality and distinguishes what 

service quality the customer experience and what service quality the customer expects. 

Grönroos framework has a central role in our own-developed model. 
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4 EMPIRICAL METHOD 

In this chapter we discuss the empirical method. The time horizon is presented as well as the 

data collection method, population and sample selection. Further we present the 

operationalization, pilot study, questionnaire design, and data analysis. It continues with a 

reflection about reliability and validity, ethical considerations and ends by a presentation of 

the data collection approach, the analytical tools used and the limitations of our thesis.   

 

4.1 TIME HORIZON 

Time horizon of the research can be divided in two dimensions, cross-sectional studies and 

longitudinal studies. Cross-sectional studies involve the study of a particular phenomenon at a 

certain time (Saunders et al, 2009). In addition, longitudinal study is the study of a particular 

phenomenon over an extended period of time. This method is used to see a certain change or 

development. One could think, due to our research question, that this study would involve a 

longitudinal study to see the effects on service quality from privatization. However, this is not 

the case and this study involves a cross-sectional study. This means that we will look at the 

pharmacies up to this date, comparing the state-owned with the private-owned, and see if 

there is a difference in customers´ perceived service quality between them. The strength in 

this approach is that it ignores external effects that may have had an effect on the 

pharmaceutical industry´s behavior over time. These external effects are for example 

improvements in technology, the economic cycle, political measurements and product 

development. A cross-sectional time horizon is therefore a more fair approach for our study. 

Due to the chosen cross-sectional time horizon we have used questionnaire and we seek to 

explore the customers´ response towards the service quality at the pharmacy, comparing the 

state-owned pharmacies with the private-owned pharmacies. The approach is a quantitative 

method, and a cross-functional time horizon is also for this reason more suitable (Saunders et 

al, 2009). 

4.2 DATA COLLECTION METHOD 

The collection of data will be made through a survey where we make use of a quantitative 

method with a questionnaire to ask the customers at the pharmacies about their expected and 

experienced service quality. A survey is a suitable method for our study for a number of 

reasons. The first reason is that the survey will get the appropriate information needed to 
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perform our model based on Grönroos´ (1984) service quality theory. The second reason is 

that the purpose of our study requires an accurate generalization of the customers‘ opinion, 

and, therefore, it requires a large sample size. A third reason is that this data collection 

method is the least time consuming per respondent and still brings relevant information 

needed for our study. 

The benefit of using a quantitative method to collect data is that quantitative data is based on 

numeric answers, making it convenient to analyze data from a large sample size. Furthermore, 

the quantitative method deals with number analysis instead of, as with the qualitative method, 

dealing with description analysis (Richards, 2005). While the qualitative data can be 

observed, the quantitative data can be measured, which is more suitable for our study where 

we make a comparison of the service quality between state-owned and private-owned 

pharmacies. 

4.3 POPULATION 

The purpose of our study is to see how the privatization affects the customers´ perceived 

service quality. We have decided to look at the healthcare sector, namely the pharmaceutical 

industry. The pharmaceutical industry is involved in the healthcare industry, since they are in 

charge of the medication, and the pharmaceutical industry has a very wide demand. Our study 

does, therefore, involve the entire adult population of Sweden (18 years and above).  

4.4 SAMPLE SELECTION 

Sample selection techniques can be divided into two major types. These types are probability 

sampling and non-probability sampling. Probability sampling is where the researcher picks 

respondents randomly, while non-probability sampling is a more judgmental sampling where 

the researcher picks respondents by his or her own choice. In our study we make use of 

probability sampling. This is the most common approach associated with survey-based 

research strategies, due to its more representative nature (Saunders et al, 2009). Our study 

involves comparing the customers´ perceived service quality at state-owned pharmacies and 

privately-owned pharmacies. The state-owned pharmacy is Apoteket and the chosen 

privately-owned pharmacy is Apotek Hjärtat. We have chosen Apotek Hjärtat because it is the 

biggest private pharmacy on the market in sense of market share (see Appendix 1), and is, 

therefore, a fair pick as it has strong financial muscles and is not as limited with expenditures 

concerning investments in service quality as the minor private pharmacy chains. The sample 

selection is a stratified random sampling approach within probability sampling. This sampling 
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method implies that one divides the population into two relevant and significant strata 

(Saunders et al, 2009). These strata are customers from a state-owned pharmacy and 

customers from a privately-owned pharmacy. These two strata will then be questioned 

equally, with a randomized approach on both of them, meaning that we will pick respondents 

haphazardly.  

The chosen sample group is the pharmacies´ adult customers (18 years and above). We will 

hand out our questionnaire after they have visited the pharmacy, since we believe that they 

will be able to answer our questionnaire more accurate at this moment where they have 

recently experienced the service provided. To avoid external factors like customer density, it 

is fair to focus on pharmacies at the same place. Therefore, we have chosen to execute our 

survey at shopping malls, where equal conditions are expected. These shopping malls are 

Väla centrum in Helsingborg and Emporia in Malmoe. At each shopping mall we investigate 

one state-owned pharmacy and one privately-owned pharmacy, where we at each one of the 

pharmacies collect 30 questionnaires. The number of respondents for our research is a total of 

120 respondents. 

4.5 OPERATIONALIZATION  

Operationalization is the process where one is defining variables into measurable factors. To 

get accurate measurements as well as reliable analyses one must define each variable used in a 

research into a complex context and avoid defuse concepts (Saunders et al, 2009). For 

researchers this can be a challenge, and a pilot test is therefore used to ensure that the 

respondents understand the questions or statements in a correct way.  

4.6 PILOT STUDY 

In the pilot study ten (10) questionnaires were handed out to randomized customers at the 

pharmacies. We investigated how the questionnaire is administrated by the respondents, how 

well the respondents identify themselves with the statements, and how well the statements are 

understood. Through this method we could ensure that our collected information will be 

reliable.  

4.7 QUESTIONNAIRE DESIGN  

The questionnaire is designed to be compatible with our model. We have created twelve (12) 

statements and these statements are divided into two different parts, where one part is related 

to the customer´s expectation of the service quality and the other part is related to the 
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customer´s experience of the service quality. Furthermore, these twelve statements cover six 

different elements. These elements are: Professionalism and skills, Attitudes and behavior, 

Accessibility and flexibility, Reliability and trustworthiness, Recovery, and Reputation and 

credibility. As shown in the table below, one can see what statement measures what element. 

These are the elements designed by Grönroos (2007) and are modified into our own model by 

being the core of the evaluation process. 

Table 4.1 What specific element the specific statement measures. 

Element Statement 

1. Professionalism and skills 4-5 

2. Attitudes and behavior 6-7 

3. Accessibility and flexibility 8-9 

4. Reliability and trustworthiness 10-11 

5. Recovery 12-13 

6. Reputation and credibility 14-15 

 

The statements are measured on a seven level Likert scale, where the respondents can choose 

from strongly agree to strongly disagree. The respondents´ answers, to the statements and the 

specific element the statements cover, are then combined which allows us to make a 

comparison of the findings between the state-owned pharmacy and the privately-owned 

pharmacy. 

4.8 DATA ANALYSIS 

To analyze the result we use a method based on the Total perceived service quality model by 

Grönroos (1984). That implies that we measure the customer´s expectation and the customer´s 

experience of the service quality, and make a comparison between these two by looking at 

different elements concerning the service quality. These elements are presented in the dotted 

box in Figure 2.2. Each alternative answer has been given a score and the score for the 

customer´s expectation is summarized and the score for the customer´s experience is 

summarized. Thereafter we compare these results and calculate the difference. This difference 

is the score for the perceived service quality concerning the specific element.  

The method presented above is used on all observations (n) and the observations are divided 

into state-owned enterprise and privately-owned enterprise. By comparing these enterprises´ 
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perceived service quality score on the different elements, one will see if there occurs a change 

in the perceived service quality from a privatization.  

4.9 RELIABILITY AND VALIDITY  

The credibility of a dissertation is checked by examining the reliability and validity. 

Reliability refers to consistent findings, according to Saunders et al (2009), which can be 

tested by looking at the three following factors: (1) if the measures will give the same result if 

tested again, (2) if the result will be similar even with another observer, and (3) if there is 

transparency in the interpretation of the raw data. Saunders et al (2009) goes further by 

explaining that the reliability implicates the ability of a questionnaire to resist four different 

types of errors. The first error is subject/participant error, which means that the timing of 

when participants are asked to fill the questionnaire may affect their answers depending on 

their mood. Fridays, where respondents look forward to the weekend or Mondays where 

respondents might have a long week ahead are examples of situations where this error might 

occur. Continuing with the second error, subject/participant bias, Saunders et al (2009) means 

that respondents sometimes have the tendency to answer as someone above them would 

answer (their bosses), this to avoid consequences that might occur if they would answer 

wrong according to their bosses opinion. The third error is observer errors, which occurs 

when observers do not collect the data as planed which can lead to errors in the whole 

research. Finally we have observer bias as the fourth error. This error is described by 

Saunders et al (2009) as the error of observers´ ability to interpret data and results where own 

beliefs and values come in their way.  

Körner and Wahlgren (2012) describe validity as a measure that checks whether one 

measured what one was supposed to measure, or if one measured something completely 

different from what the intention was. To bypass validity problems Körner and Wahlgren 

(2012) suggest to use operational definitions, where an explanation of how the measuring of 

the defined measurements will be conducted. Our own-designed model (figure 2.2) plays a 

central part throughout our study. The model´s strength is that it separates the service quality 

into different elements. This gives a more in-depth understanding of the service quality and 

also improves the structure of the collected data, the analysis of the collected data as well as 

the discussion about the collected data. Our model is therefore improving the validity in our 

study. 
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4.10 ETHICAL CONSIDERATIONS 

It is of major importance to consider the ethical aspect when collecting empirical data. There 

are ethical rules one must pay close attention to during the data collection process in order to 

not put people at risk or violate someone´s integrity. In our study we have followed the 

Swedish Research Council´s (2005) rules regarding good research practice. According to the 

Swedish Research Council there are four general requirements a researcher should fulfill 

when collecting empirical data. These are: (1) information requirement, (2) the requirement of 

informed consent, (3) confidentiality obligations and (4) utilization requirement. The 

information requirement involves informing the participants about the purpose of the study 

and that they participate voluntarily. Further, the requirement of informed consent involves 

getting the participant´s consent to include them into the research and give them the 

opportunity to, at any time, cancel their participation. The confidentiality requirement 

involves keeping certain information classified, where the collected data should be treated 

confidentially, and the participant´s identity must not be revealed in the research paper. 

Lastly, the utilization requirement involves the usage of the collected data, where the 

collected data should only be utilized in the concerned research (The Swedish Research 

Council, 2005). In our study we have fully lived up to these requirements.  

4.11  DATA COLLECTION APPROACH 

As mentioned earlier, one must take various ethical considerations into account when 

collecting empirical data. In order to collect as reliable and valid data as possible, without 

harming the respondents‘ integrity, our approach to hand out questionnaires was to firstly 

make sure that we were able to position ourselves outside of the chosen enterprise at the 

shopping center. We spent a total of four days á eight hours to collect the data. Further, to 

minimize the possibility that the seize and crowdedness of the shopping centers would have 

an effect over the outcome, we chose to stand one week day and one weekend day at each 

mall. Furthermore, we distributed the time spent collecting data from state-owned and 

privately-owned enterprises equally to the extent that we had 60 completed questionnaires of 

each.     

When we first interacted with respondent we chose to present ourselves properly dressed and 

with a nametag, and enlighten the respondent of who we are, which school we are from, and 

what the study is about and how we will carry out the survey. Further, we gave the 
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respondents the possibility to ask questions about the questionnaire, by telling them to freely 

ask if needed and by position ourselves within proper reach to them.  

4.12 ANALYTICAL TOOLS 

Throughout the analytical process of the collected empirical data we made use of diverse 

analytical tools. Using statistically and scientifically recognized analytical tools helps one to 

translate raw data into specific and relevant information, and to perform different analytical 

tests to increase the validity of the research. In our study the following tools were used within 

the software program IBM SPSS Statistics 20: 

 Descriptive statistic- tables and cross tables providing key figures to improve the 

understanding of the empirical data. 

 Bar chart – a designed figure that visually presents the empirical data. 

 Independent-samples T-test- an instrument used for measuring the statistical 

significance.  

4.13 LIMITATIONS 

Our study has a time limitation of three months and the number of participated respondents is 

limited to 120. Further, the empirical method is geographically limited to respondents in 

Malmö and Helsingborg.  

Another limitation is that not every customer finds interest in participating in our research, 

which had an effect over the number limitation of respondents participating in the research. 
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5 RESULTS AND ANALYSIS 

 This chapter presents the results from our study and various analyses to receive relevant 

results from the collected data. This chapter first presents the demographics of the research 

followed by the results needed to answer our research question. 

 

5.1 INTRODUCTION  

We will analyze the collected data with the software program IBM SPSS Statistics 20. In this 

chapter we have used descriptive statistics to demonstrate demographics over gender and age 

from our study. Further, we have used descriptive statistics to demonstrate the expected and 

experienced service quality score for each of the six elements from our model, together with a 

related bar chart. With calculations we have identified the perceived service quality score for 

each of the six elements and presented it together with a related bar chart. Furthermore, we 

have analyzed the difference in perceived service quality between state-owned and privately-

owned enterprises for each element using an independent-samples T-test. Through this test we 

could analyze the differences´ statistical significance. 

5.2 DEMOGRAPHICS 

The 120 participants (n) in this study consisted of 43 men and 77 women with age ranging 

from 18 to 81 years, and a mean age of 43.08 (SD = 17.38), as shown in table 5.1 and 5.2 

below. 

Table 5.1 Gender 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

Male 43 35.8 35.8 35.8 

Female 77 64.2 64.2 100.0 

Total 120 100.0 100.0  

 

Table 5.2 Age 

 

 

 

 

 N Range Minimum Maximum Mean Std. Deviation 

Age 120 63 18 81 43.08 17.381 

Valid N (listwise) 120      
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5.3 EXPERIENCED AND EXPECTED SERVICE QUALITY ANALYSIS OF EACH 

ELEMENT 

The table 5.3 gives an overlook of all six elements´ experienced and expected service quality, 

and are divided into whether the enterprise is state-owned or privately-owned, with a total of 

60 respondents of each. The six elements are, as shown in our model (figure 2.2): 

Professionalism and skills, Attitudes and behavior, Accessibility and flexibility, Reliability 

and trustworthiness, Recovery, and Reputation and credibility. In our study, each element 

covers two statements from the questionnaire, as shown in table 4.4. These statements have, 

in the questionnaire, a seven-level Likert scale. Level 1 stands for fully disagreeing with a 

statement and level 7 stands for fully agreeing with a statement. These levels are in our 

analysis transformed into representing a score of the equivalent. The score indicates the 

customer´s opinion about the experienced service quality and the expected service quality. 

The higher the score is the higher is the service quality. These results are presented in figure 

5.1 and the different elements are separately presented in the following subchapters.  

Table 5.3 Average score of experienced and expected service quality for each element  

  

State-owned or 

Privately-owned 

Element (Statement) Average score of 

experienced service 

Average score of 

expected service 

State-owned Professionalism and skills (4-5) 5.44 (±1.16) 6.12 (±1.03) 

 Attitudes and behavior (6-7) 6.02 (±1.02) 6.45 (±0.83)  

 Accessibility and flexibility (8-9) 5.88 (±1.14) 6.43 (±0.73) 

 Reliability and trustworthiness (10-11 5.45 (±1.13) 6.32 (±0.84) 

 Recovery (12-13 5.15 (±0.95) 6.28 (±1.14) 

 Reputation and credibility (14-15) 5.83 (±0.91) 6.45 (±0.69) 

Privately-owned Professionalism and skills (4-5) 5.16 (±1.18) 5.93 (±1.24) 

 Attitudes and behavior (6-7) 6.07 (±0.91) 6.46 (±1.16) 

 Accessibility and flexibility (8-9) 5.87 (±0.99) 6.30 (±1.15) 

 Reliability and trustworthiness (10-11 5.53 (±1.17) 6.35 (±1.11) 

 Recovery (12-13 5.28 (±1.34) 6.18 (±1.12) 

 Reputation and credibility (14-15) 5.55 (±1.19) 6.40 (±1.16) 
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5.3.1 Professionalism and skills 

The element, Professionalism and skills, features statement 4 and 5 and is determining the 

service provider´s understanding of the customer´s needs and the service provider´s 

knowledge to seduce it. The element is a summary of two statements which the respondents 

had to answer. These statements are: (4) ―To solve my needs I get professional advises by the 

staff” and (5) ―To solve my needs, this pharmacy offers a range of similar products with an 

explanation of the differences‖. The result for the state-owned pharmacy is an average 

experienced service quality score of 5.44 (SD=1.16) with a score ranging from 3 to 7, and an 

average expected service quality score of 6.12 (SD=1.03) with a score ranging from 3 to 7. In 

addition, the result for the privately-owned pharmacy is an average experienced service 

quality score of 5.16 (SD=1.18) with a score ranging from 1.5 to 7, and an average expected 

service quality score of 5.93 (SD=1.24) with a score ranging from 1 to 7. 

5.3.2 Attitudes and Behavior  

The element that features statement 6 and 7, Attitudes and behavior, determines the customer 

interaction and how the service provider behaves towards the customer in various situations, 

as well as his or her general attitude towards the customer. This element is a summary of two 

statements which the respondents had to answer. These statements are: (6) ―The staff is 

accommodating in a positive and friendly manner” and (7) ―The staff spends the time and 

interest to find the solution I seek‖. The result for the state-owned pharmacy is an average 

experienced service quality score of 6.02 (SD=1.02) with a score ranging from 3.5 to 7, and 

an average expected service quality score of 6.45 (SD=0.83) with a score ranging from 4 to 7. 

In addition, the result for the privately-owned pharmacy is an average experienced service 

quality score of 6.07 (SD=0.91) with a score ranging from 4 to 7, and an average expected 

service quality score of 6.46 (SD=1.16) with a score ranging from 1 to 7. 

5.3.3 Accessibility and Flexibility 

The third element, Accessibility and flexibility features statement 8 and 9, which determines 

the service provider´s time to respond to a request and the customers´ convenience, like when 

and where the customer can receive the service. This element is a summary of two statements 

which the respondents had to answer. These statements are: (8) ―The staff can easily find 

solutions/offerings for what I seek” and (9) ―This pharmacy has convenient opening hours for 

me”. The result for the state-owned pharmacy is an average experienced service quality score 

of 5.88 (SD=1.14) with a score ranging from 3 to 7, and an average expected service quality 
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score of 6.43 (SD=0.73) with a score ranging from 4.5 to 7. In addition, the result for the 

privately-owned pharmacy is an average experienced service quality score of 5.87 (SD=0.99) 

with a score ranging from 3 to 7, and an average expected service quality score of 6.30 

(SD=1.15) with a score ranging from 1 to 7. 

5.3.4 Reliability and Trustworthiness  

The element Reliability and trustworthiness features the statements 10 and 11, and determines 

how the service provider keeps his or her promises, how good the delivered solution is and 

how efficient the process to give the solution is. This element is a summary of two statements 

which the respondents had to answer. These statements are: (10) ―This pharmacy has the 

products I seek” and (11) ―This pharmacy keeps their promises from their advertising”. The 

result for the state-owned pharmacy is an average experienced service quality score of 5.45 

(SD=1.13) with a score ranging from 3.5 to 7, and an average expected service quality score 

of 6.32 (SD=0.84) with a score ranging from 4 to 7. In addition, the result for the privately-

owned pharmacy is an average experienced service quality score of 5.53 (SD=1.17) with a 

score ranging from 3 to 7, and an average expected service quality score of 6.35 (SD=1.11) 

with a score ranging from 2 to 7. 

5.3.5 Recovery  

The element Recovery, featured by statement 12 and 13, is determining how the service 

provider handles customer complaints and other arising problems concerning the service. This 

element is a summary of two statements which the respondents had to answer. These 

statements are: (12) ‖In this pharmacy there is an opportunity to leave a comment on any 

complaint‖ and (13) ‖This pharmacies staff will take immediate action in case of any fault, for 

example if the product is out of stock, wrong product supplied, the product is defective, the 

product gives exaggerated side effects, etc.‖. The result for the state-owned pharmacy is an 

average experienced service quality score of 5.15 (SD=0.95) with a score ranging from 3.5 to 

7, and an average expected service quality score of 6.28 (SD=1.14) with a score ranging from 

4 to 7. In addition, the result for the privately-owned pharmacy is an average experienced 

service quality score of 5.28 (SD=1.34) with a score ranging from 2.5 to 7, and an average 

expected service quality score of 6.18 (SD=1.12) with a score ranging from 2 to 7. 
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5.3.6 Reputation and Credibility  

The element Reputation and credibility, that features statement 14 and 15, determines the 

service provider´s attention to the individual customer and how well the service provider 

keeps the customer´s interest prioritized. This element is a summary of two statements which 

the respondents had to answer. These statements are: (14) ―The staff gives me the best 

possible offering based on my needs” and (15) ―I get professional attention from the staff”. 

The result for the state-owned pharmacy is an average experienced service quality score of 

5.83 (SD=0.91) with a score ranging from 4 to 7, and an average expected service quality 

score of 6.45 (SD=0.69) with a score ranging from 4.5 to 7. In addition, the result for the 

privately-owned pharmacy is an average experienced service quality score of 5.55 (SD=1.19) 

with a score ranging from 2 to 7, and an average expected service quality score of 6.40 

(SD=1.16) with a score ranging from 1 to 7. 

 

 

Figure 5.1 Average experienced and expected service quality score for each element  
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5.4 PERCEIVED SERVICE QUALITY ANALYSIS 

The difference between the expected and experienced service quality score is the perceived 

service quality score. One must therefore calculate the difference between the experienced 

service quality score and the expected quality score to get a score for the perceived service 

quality. The perceived service quality score for all six elements concerning both state-owned 

and privately owned pharmacies are demonstrated in Figure 5.2, where the perceived service 

quality score is equal to the experienced service quality score minus the expected service 

quality score. The higher perceived service quality score the better is the perceived service 

quality. A score equal to 0 and above is when the pharmacy does live up to the customer´s 

expectation, while a score below 0 indicates that the service quality does not reach the 

customer´s expectation. In this section we evaluate the perceived service quality score for 

each element and compare state-owned and privately-owned pharmacies. 

5.4.1 Professionalism and skills  

For the element, Professionalism and skills, a state-owned pharmacy has an average perceived 

service quality score of -0.68. Meanwhile, a privately-owned pharmacy has an average 

perceived service quality score of -0.78. This is given an average score difference of 0.1, 

meaning that a state-owned pharmacy has a slightly better service quality concerning this 

element. 

5.4.2 Attitudes and Behavior 

The element Attitudes and behavior is the strongest element, where both enterprises scored 

best. A state-owned pharmacy has an average perceived service quality score of -0.43, 

meanwhile, a privately-owned pharmacy has an average perceived service quality score of      

-0.39. This is given an average score difference of 0.04, meaning that a privately-owned 

pharmacy has a slightly better service quality concerning the second element. 

5.4.3 Accessibility and Flexibility  

Concerning the element Accessibility and flexibility, a state-owned pharmacy has an average 

perceived service quality score of -0.55. Meanwhile, a privately-owned pharmacy has an 

average perceived service quality score of -0.43. This is given an average score difference of 

0.13, meaning that a privately-owned pharmacy has a slightly better service quality 

concerning this element. 
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5.4.4 Reliability and Trustworthiness  

Regarding the element Reliability and trustworthiness, a state-owned pharmacy has an 

average perceived service quality score of -0.87. Meanwhile, a privately-owned pharmacy has 

an average perceived service quality score of -0.82. This is given an average score difference 

of 0.05, meaning that a privately-owned pharmacy has a slightly better service quality 

concerning this element. 

5.4.5 Recovery 

Concerning the fifth element, Recovery, a state-owned pharmacy has an average perceived 

service quality score of -1.13. Meanwhile, a privately-owned pharmacy has an average 

perceived service quality score of -0.90. This is given an average score difference of 0.23, 

meaning that a privately-owned pharmacy has a better service quality concerning the fifth 

element. 

5.4.6 Reputation and Credibility  

The last element is Reputation and credibility, and a state-owned pharmacy has an average 

perceived service quality score of -0.62. Meanwhile, a privately-owned pharmacy has an 

average perceived service quality score of -0.85. This is given an average score difference of 

0.23, meaning that a state-owned pharmacy has a better service quality concerning this 

element. 

 

 

Figure 5.2 Perceived service quality score for each element 
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5.5 INDEPENDENT-SAMPLES T-TEST 

Statistical significance plays a pivotal role in statistical hypothesis testing. It is used to 

determine whether a null hypothesis should be rejected or retained.  A null hypothesis is the 

default statement that nothing differs or changed.  For a null hypothesis to be rejected, 

meaning that something changed or that there is a difference, the result has to be statistically 

significant. Statistical significance is the probability that an outcome is not because of chance. 

Factors that determine the significance is for instance the sample size (Körner & Wahlgren, 

2005). 

 In our study we do not make use of hypotheses. However, we investigate if there is a 

difference between the service quality at a state-owned pharmacy and the service quality at a 

privately-owned pharmacy. We can, therefore, test the difference of the perceived service 

quality score between state-owned and privately-owned pharmacies to see if there is a 

significant difference. The test is an independent-samples T-test. Further, the alpha level or 

significance level is set at 5% meaning that the rejection region comprises 5% of the sampling 

distribution. Moreover, the test is of a two-tailed test as the difference can either be positive or 

negative (ibid). 

The independent-samples T-test is shown in the table below (table 5.5) with assisted group 

statistics (table 5.4). For any of the elements to be significantly different between state-owned 

and privately-owned pharmacies it is necessary that the difference has a significance (sig 2-

tailed) below 0.05. As shown in the table 5.5, none of the element achieves this requirement 

and the significance for each element is as follows: 

 Professionalism and skills has a significance level at 0.55. 

 Attitudes and behavior has a significance level at 0.84. 

 Accessibility and flexibility has a significance level at 0.51. 

 Reliability and trustworthiness has a significance level at 0.81. 

 Recovery has a significance level at 0.26. 

 Reputation and credibility has a significance level at 0.20. 

 

This implies that the level of perceived service quality at the state-owned and privately-owned 

pharmacies cannot be statistically proven to be different. 

  

http://en.wikipedia.org/wiki/Sampling_distribution
http://en.wikipedia.org/wiki/Sampling_distribution
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                 Table 5.4 Group Statistics 

 State-owned or Privately-owned N Mean Std. Deviation Std. Error Mean 

Professionalism and skills Difference 
State-owned 60 -.6750 1.02438 .13225 

Privately-owned 60 -.7750 .80478 .10390 

Attitudes and behavior Difference 
State-owned 60 -.4333 1.19131 .15380 

Privately-owned 60 -.3917 1.08570 .14016 

Accessibility and flexibility Difference 
State-owned 60 -.5500 1.05646 .13639 

Privately-owned 60 -.4333 .88522 .11428 

Reliability and trustworthiness Difference 
State-owned 60 -.8667 1.12320 .14500 

Privately-owned 60 -.8167 1.18596 .15311 

Recovery Difference 
State-owned 60 -1.1333 1.12697 .14549 

Privately-owned 60 -.9000 1.10775 .14301 

Reputation and credibility Difference 
State-owned 60 -.6167 1.10992 .14329 

Privately-owned 60 -.8500 .83005 .10716 

 

Table 5.5 Independent Samples T-test 
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6 DISCUSSION 

This chapter contains a reflection of the analysis and the most relevant discussions around it, 

starting with an evaluation and discussion of each and one of the elements separately. It ends 

with a discussion about the statistical evidence from the analysis. 

 

6.1 INTRODUCTION 

The purpose of our study was to examine how the customers´ perceived service quality differs 

between state-owned and privately-owned enterprises after a privatization of an industry. To 

evaluate this we have chosen to use a theory developed by Grönroos (1984) where the 

perceived service quality is the difference between expected and experienced service quality.  

Further, we have chosen to evaluate different aspects of the perceived service quality. These 

are as well developed by Grönroos (2007), and are viewed as six different elements: 

Professionalism and skills, Attitudes and behavior, Accessibility and flexibility, Reliability 

and trustworthiness, Recovery, and Reputation and credibility. These elements have been 

separately analyzed and compared between state-owned and privately-owned enterprises, and 

the results will be discussed in this chapter. Lastly, the statistical evidences from our study 

will be discussed. 

6.2 EVALUATION OF EACH ELEMENT 

There was no significant difference between the state-owned and privately-owned enterprises 

at any of the different elements, as shown in table 5.5. However, there were slight differences, 

and we will discuss and analyze these differences for each and one of the six elements. Based 

on figure 5.2, we will present the perceived service quality score of the different elements, as 

well as the expected service quality score (figure 5.1) since the actual level of expectation is 

of major importance when evaluating the perceived service quality, due to the fact that the 

expected service quality score directly affects the perceived service quality score. The 

perceived service quality score can either be explained by the level of experienced service 

quality score, or by the level of expected service quality score. Furthermore, we will present 

the difference between state-owned and privately-owned enterprises and sum up with an 

attempt to explain the reasons behind the difference for each of the six elements. 
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6.2.1 Professionalism and skills 

Concerning the element Professionalism and skills, the perceived service quality score was for 

state-owned enterprises -0.68, where the expected service quality score was 6.12. Meanwhile 

for privately-owned enterprises the perceived service quality score was -0.78, where the 

expected service quality score was 5.93. The state-owned enterprise has for this element a 

higher perceived service quality score of 0.1 units (13 %), even though their expected service 

quality was higher. A reason behind this difference can be that state-owned enterprises have 

been active for a longer period of time, and have therefore a better know-how about the 

customer´s needs and the skills of how to satisfy the customer´s needs. As Grönroos (2007) 

states, the element Professionalism and skills is the customer´s perception over the service 

provider´s knowledge, and within the Booms and Bitner´s (1981) seven P-theory it is of great 

importance to have the right set-up of people exercising the service and the service providers 

play an essential part in the company´s service marketing mix. As said, privately-owned 

enterprises have not the same experience, and knowing the right set-up of employees for the 

specific business might take time. 

6.2.2 Attitudes and behavior 

Regarding the element Attitudes and behavior, the perceived service quality score was for 

state-owned enterprises -0.43, where the expected service quality score was 6.45. Meanwhile 

for privately-owned enterprises the perceived service quality score was -0.39, where the 

expected service quality score was 6.46.  The privately-owned enterprise has on this element a 

better perceived service quality score of 0.04 units (9 %), and the expected service quality 

score was equal. A reason behind this difference can be that privately-owned enterprises are 

more concerned about retaining customers since losing customers is a direct threat to their 

existence. However, both state-owned and privately-owned enterprises had the highest score 

on this element. We believe that this is an effect from the privatization where both state-

owned and privately-owned enterprises are in a constant competition to attract customers, and 

creating a relationship with the customer increases the chance that the customer will become 

loyal. This argument is also expressed by researchers like Savas (2000) within New Public 

Management, where Savas states that privatization increases the efficiency for the whole 

sector, both for public and private enterprises, since it opens up for competition.  
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6.2.3 Accessibility and flexibility 

Concerning the element Accessibility and flexibility, state-owned enterprises had a perceived 

service quality score of -0.55, where the expected service quality score was 6.43. Meanwhile 

for privately-owned enterprises the perceived service quality score was -0.43, where the 

expected service quality score was 6.30.  The privately-owned enterprise has on this element a 

better perceived service quality score of 0.12 units (22 %). A reason behind this difference is 

that the expectations for the state-owned enterprise were higher which affects the perceived 

service quality. A reason for these higher expectations could be that customers expect state-

owned enterprises to be more flexible in finding solutions and respond to the customer´s 

needs. Existing customers have been customers for a long period of time and might expect the 

state-owned enterprise to have learned and improved this flexibility. According to Grönroos 

(1984) Total perceived service quality model (chapter 2.4), customer expectations are 

influenced by market-communication, image, word-of-mouth, and customer needs. These 

higher expectations concerning this element might exist because of the company´s image. The 

image is how the customer sees the brand and his or her emotional feelings for the brand 

(Grönroos, 1984). Due to the public enterprise´s long existent, customers feel closely 

connected with the enterprise and expect the enterprise to be flexible in responding to their 

needs. 

6.2.4 Reliability and trustworthiness  

The perceived service quality score, regarding the element Reliability and trustworthiness, 

was for state-owned enterprises -0.87, where the expected service quality score was 6.32. 

Meanwhile for privately-owned enterprises the perceived service quality score was -0.82, 

where the expected service quality score was 6.35. The privately-owned enterprise has on this 

element a better perceived service quality score of 0.05 units (6 %). The score for this element 

is close to equal between state-owned and privately-owned enterprises, both on expected 

service quality score and perceived service quality score, meaning that both are almost 

equally concerned about gaining trust and being efficient in the process of delivering 

solutions. According to theories within New Public Management, a reason behind this 

similarity might be that privatization creates competition between private and public 

organizations, and the force of competition makes both more homogenous (Fountain, 2001). 
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6.2.5 Recovery 

Regarding the element Recovery, the perceived service quality score for state-owned 

enterprises was -1.13, and the expected service quality score was 6.28. Meanwhile for 

privately-owned enterprises the perceived service quality score was -0.90, where the expected 

service quality score was 6.18. The privately-owned enterprise has on this element a better 

perceived service quality score of 0.23 units (20 %). The expectations are higher for state-

owned enterprises concerning this element. However, the privately-owned enterprises do, 

even after taking the difference in expectations into account, still have a higher perceived 

service quality score. According to theories within New Public Management a reason behind 

this major difference in perceived service quality can be that privately-owned enterprises are 

more concerned about improving, and handling customer complaints is a method to improve 

the service provided. In addition, state-owned enterprises seem to have less incentive to be 

efficient in handling customer complaints.  

6.2.6 Reputation and credibility 

Concerning the last element, Reputation and credibility, the perceived service quality score 

was for state-owned enterprises -0.62, where the expected service quality score was 6.45. 

Meanwhile for privately-owned enterprises the perceived service quality score was -0.85, 

where the expected service quality score was 6.40. The state-owned enterprises have on this 

element a better perceived service quality score of 0.23 units (27 %), even though they have a 

higher expected service quality score. The perceived service quality for this element has the 

largest difference between state-owned and privately-owned enterprises of all six elements. 

According to Grönroos´ Total perceived service quality model (1984) this difference is 

influenced by the functional quality. The functional quality is how the service is offered, and 

state-owned enterprises seem to deliver a better service concerning the element ―Reputation 

and credibility‖. This element is evaluating the service provider´s attention to the individual 

customer (Grönroos, 2007), and the reason behind the difference between state-owned and 

privately-owned enterprises might be that state-owned enterprises prioritize this service 

marketing approach more than privately-owned enterprises do. 

6.3 STATISTICAL EVIDENCE 

As been said in the introduction of this chapter the difference in perceived service quality 

between state-owned and privately-owned enterprises was not statistically significant. 

Although there were differences, as discussed under the subchapter 6.2, but these differences 
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cannot be statistically proven to be true. That leaves us to the conclusion that there is no 

difference between state-owned and privately-owned enterprises´ customer service quality. In 

the introduction of this paper we presented arguments stating that a privatization of an 

industry, which opens up the industry for privately-owned enterprises, would harm the 

customer service quality. It is a belief that private enterprises concern more about profits and 

tight cost control, leaving the customer´s interest less prioritized (Öbrink, 2012; New 

Internationalist, 2003). In addition, we presented arguments stating that a privatization of an 

industry will increase the customer service quality. Researchers state that private enterprises 

hold more incentives to provide the best service possible for customers, since a satisfied 

customer is worth much more than the opposite. Further, researchers state that private 

enterprises have a more efficient organizational structure, and are more flexible in finding 

solutions for the customers (Minton, 2013; Savas, 2010).  

However, none of these arguments seems to be true according to our findings. How can one 

explain this? In chapter 2 we presented New Public Management, which holds several 

theories about performance management and other factors that increase the efficiency of a 

state-owned enterprise. The method to privatize the industry is the most common method. It 

opens up the market for private investors and introduces competition (Boyne, 2002). In cases, 

like in our study, the government chose to keep a certain market-share state-owned. The state-

owned enterprise might have been inefficient and lack incentives to improve before the 

privatization, but since the market has become competitive the pressure to improve might 

have increased for the state-owned enterprise. This might be the answer behind the results of 

our study. The privately-owned enterprises have compelled the state-owned enterprise to 

improve and to put more energy in being attractive for the customers. Further, the privately-

owned enterprises and the state-owned enterprises are competing but are also working in 

harmony with each other. They learn from each other´s mistakes and successes, and get a 

better understanding in what the customer finds satisfying, and learn from it. 
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7 CONCLUSIONS 

This chapter presents the conclusions of our study based on our findings. Further, there are 

ethical/societal implications presented, as well a critical thinking section, and suggestions for 

further research. 

 

7.1 CONCLUSIONS OF THE RESEARCH 

The purpose of this research was to examine how customers´ perceived service quality differs 

between state-owned and privately-owned enterprises after a privatization of an industry. We 

investigated if state-owned enterprises and private-owned enterprises have different level of 

perceived service quality. Statistical evidences in our study have proven that there is no 

significant difference between state-owned and privately-owned enterprises in sense of 

perceived service quality. We will, in this subchapter, evaluate why there is no such 

difference, and convey our own opinion and our own interpretation of the results.  

Researchers within New Public Management state that a privatization will improve the 

perceived service quality, since competition gives the industry more incitements to improve. 

We share this opinion and believe that the competition gives the enterprises a challenge and 

an incitement to improve. No enterprise, within a competitive industry, wants to be the last 

chosen by the customer, and the biggest reason behind this is survival. State-owned 

enterprises are aware that if they would lose a high amount of market share, the citizens 

would question their existence. In addition, privately-owned enterprises, if constantly losing 

market share, might end up in bankruptcy.  

Improvements can be made in various ways, and enterprise can, for example, invest in any of 

the different service marketing components presented in the seven P-theory (chapter 2.3). For 

instance, a company can invest in education, and improve the knowledge of the service staff 

(people). Or, an enterprise can invest in size and improve the availability of the service 

provided (place). Moreover, an enterprise can invest in a new enterprise system to improve 

the flow of information within the enterprise (process). These are just some examples of many 

improvements that can be made within an enterprise. However, one must know what to 

improve, which is not always obvious, and the improvement an enterprise invests in is vital to 

the customers´ perceived service quality.  
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Privatization of an industry increases the diversity of enterprises, and opens up for more 

solution and ideas to solve a customer need, where the enterprises find different ways to 

satisfy the customer. The customer can, in a privatized market, freely change service provider 

whenever he or she is disappointed or dissatisfied with the service provided, and the customer 

will choose the enterprise that brings the highest level of satisfaction. Therefore, enterprises 

with a high market share are deemed to be more attractive for customers. By evaluating 

enterprises with a high market share, competitors can imitate successful solutions and ideas, 

and get a better understanding in what the customer finds satisfying. 

Our study concerned state-owned and privately-owned enterprises with the highest market 

share on the market. The reason behind their market share is deemed to be that the customers 

find their service more attractive than the competitors´. These state-owned and privately-

owned enterprises are, therefore, seen as being successful and exposed for imitation by 

competitors. However, we believe that these enterprises do also take the opportunity to 

imitate. They imitate each other, and learn from each other‘s successful approaches to satisfy 

the customers. We believe that both the state-owned and privately-owned enterprises have 

evaluated each other´s approaches to satisfy the customer in both marketing approaches and 

approaches to exercise the service, and improved in the areas where they have been less 

efficient. This has led to the result that the customers´ perceived service quality is similar 

between these enterprises. 

In summary, we cannot prove that there is a difference in customer service quality between 

state-owned and privately-owned enterprises after a privatization. This leaves us to the 

conclusion that state-owned and privately-owned enterprises are similar in sense of 

customers´ perceived service quality in a deregulated marketplace due to the competition, 

customer choice and the opportunity to imitate. These three factors lead to a similar level of 

perceived service quality between state-owned and privately-owned enterprises.  

7.2 ETHICAL/SOCIETAL IMPLICATIONS 

Our study contributes to the understanding of privatization. Privatization is a well-debated 

measure and citizens of almost any society shares different opinions about its effect on our 

well-being, and the results from our study give an understanding in how privatization actually 

does affect the society in sense of perceived service quality. Our findings contribute to the 

knowledge about privatization, and indicate that privatization is of a sustainable development 

concerning the customers´ perceived service quality, where privatization does not harm the 
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perceived service quality. By targeting the consumers‘ opinion in our study, we believe that 

we enrich the diversity concerning the overall opinion about the privatization´s effect on the 

customers´ perceived service quality. 

In our study we have taken ethical considerations into account, and followed the guidance 

from the Swedish Research Council in order to not harm any individuals. Further, we have 

avoided inaccurate information from our collected empirical data by designing our 

questionnaire carefully, with a pilot test to ensure a correct understanding of the questions 

asked. Further, reliability and validity has been considered as shown in detail under the 

subchapters 4.9 and 4.11. 

7.3 CRITICAL THINKING 

If we would use a longer time horizon we could have collected more empirical data and 

increased the reliability of the presented data. Furthermore, our questionnaire could have been 

designed differently. Our questionnaire consisted of two questions/statements for each of the 

six service elements used in our model. More questions per element would improve the 

accuracy of the elements as some questions/statements might have been more weighted than 

others. However, this would involve a too complicated questionnaire which would decrease 

the respondent‘s willingness to participate. A qualitative approach would in that case be more 

suitable. Lastly, the data collection could have included more pharmacy enterprises since our 

approach ignored minor pharmacy enterprises and did only include the major ones in sense of 

market-share.  

7.4 FURTHER RESEARCH 

Our study has examined the difference in customer service quality between state-owned and 

privately-owned enterprises after the privatization of the pharmaceutical industry. We find our 

model to be a convenient and effective tool when evaluating the customers´ perceived service 

quality, and we recommend further research to continue our approach for other industries that 

have been privatized. We evaluated the pharmaceutical industry since we found it interesting 

to evaluate an industry that plays an important role for the citizens´ well-being. We do 

therefore suggest that further research should be made within a similar field such as education 

and public transport, or other health care sections like hospitals. 
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APPENDIX 1. COMPANY INFORMATION 

Apotek Hjärtat AB 

At the end of 2013 Apotek Hjärtat owned 306 stores, most stores compared to other privately-

owned pharmacies. A net sale of 8 266 million SEK resulted in an operating profit of 288 

million SEK and leave a result of 83 million SEK. 

After acquiring Vårdapoteket during the summer of 2013, they now own more than half of the 

pharmacies at hospitals.   

They received the reward for ―Investment of the year, in increased customer service‖, and 

increased their members of the customer club by 45% and resulted in a total of 1,2 million 

members (Apoteket AB, 2014). 

Apoteket AB 

By the end of 2013 Apoteket owned 372 stores out of 1303, which is 28.6 % of the industry. 

They had a net sale worth approximately 18 850 million SEK with an operating profit of 354 

million SEK and ended up with a result of 364 million SEK. 

Further they were nominated for the second year in a row for the ServiceScore®, an approach 

and working practice to identify, measure, analyze and work with service,  award for best 

retail company, where they faced ICA and Systembolaget, who won the award, as 

competitors. Over 130 companies are measured where they look at the gap between the 

expected and experienced service the companies have to offer, using a unique model with 

nine business moments in the costumer process.  

For the sixth year in a row they were named Sweden‘s most honest company and the second 

most recognized brand after IKEA. 

In the sustainable brand index 2014, where 242 companies in 20 different industries were 

ranked, Apoteket was crowned to the most sustainable enterprise in the industry and ended in 

the tenth spot in the whole ranking. Beside this they were named the best public enterprise 

(Apotek Hjärtat AB, 2014) 
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APPENDIX 2 DESCRIPTIVE STATISTICS 

Descriptive Statistics 

 N Range Minimum Maximum Mean Std. 

Deviatio

n 

Stateowned or Privately-owned 120 1 0 1 .50 .502 

Gender 120 1 0 1 .64 .482 

Age 120 63 18 81 43.08 17.381 

Visitspermonth 120 3 1 4 2.04 .864 

Professionalism and Skills1Experienced 120 6 1 7 5.53 1.223 

Professionalism and Skills1Expected 120 6 1 7 6.06 1.162 

Professionalism and Skills2Experienced 120 5 2 7 5.07 1.419 

Professionalism and Skills2Expected 120 6 1 7 5.99 1.350 

Attitudes and behavior1Experienced 120 4 3 7 6.18 .984 

Attitudes and behavior1Expected 120 6 1 7 6.53 .978 

Attitudes and behavior2Experienced 120 3 4 7 5.91 1.123 

Attitudes and behavior2Expected 120 6 1 7 6.38 1.086 

Accessibility and flexibility1Experienced 120 5 2 7 5.63 1.130 

Accessibility and flexibility1Expected 120 6 1 7 6.31 1.044 

Accessibility and flexibility2Experienced 120 6 1 7 6.12 1.285 

Accessibility and flexibility2Expected 120 6 1 7 6.43 1.001 

Reliability and trustworthiness1Experienced 120 5 2 7 5.43 1.370 

Reliability and trustworthiness1Expected 120 5 2 7 6.35 .967 

Reliability and trustworthiness2Experienced 120 4 3 7 5.55 1.256 

Reliability and trustworthiness2Expected 120 5 2 7 6.32 1.115 

Recovery1Experienced 120 5 2 7 5.27 1.327 

Recovery1Expected 120 5 2 7 6.18 1.172 

Recovery2Experienced 120 5 2 7 5.16 1.257 

Recovery2Expected 120 5 2 7 6.28 1.168 

Reputation and credibility1Experienced 120 6 1 7 5.51 1.264 

Reputation and credibility1Expected 120 6 1 7 6.45 .960 

Reputation and credibility2Experienced 120 6 1 7 5.88 1.234 

Reputation and credibility2Expected 120 6 1 7 6.40 .991 

Professionalism and skills Experienced 120 5.50 1.50 7.00 5.3000 1.17287 

Professionalism and skills Expected 120 6.00 1.00 7.00 6.0250 1.13732 

Attitudes and behavior Experienced 120 3.50 3.50 7.00 6.0417 .96490 

Attitudes and behavior Expected 120 6.00 1.00 7.00 6.4542 1.00209 

Accessibility and flexibility Experienced 120 4.00 3.00 7.00 5.8750 1.06363 

Accessibility and flexibility Expected 120 6.00 1.00 7.00 6.3667 .96086 

Reliability and trustworthiness Experienced 120 4.00 3.00 7.00 5.4917 1.14493 

Reliability and trustworthiness Expected 120 5.00 2.00 7.00 6.3333 .97948 

Recovery Experienced 120 4.50 2.50 7.00 5.2125 1.16074 
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Recovery Expected 120 5.00 2.00 7.00 6.2292 1.12626 

Reputation and credibility Experienced 120 5.00 2.00 7.00 5.6917 1.06350 

Reputation and credibility Expected 120 6.00 1.00 7.00 6.4250 .94746 

Professionalism and skills Difference 120 5.50 -3.00 2.50 -.7250 .91864 

Attitudes and behavior Difference 120 6.50 -3.50 3.00 -.4125 1.13512 

Accessibility and flexibility Difference 120 5.50 -3.50 2.00 -.4917 .97227 

Reliability and trustworthiness Difference 120 5.50 -3.50 2.00 -.8417 1.15042 

Recovery Difference 120 4.50 -3.50 1.00 -1.0167 1.11885 

Reputation and credibility Difference 120 4.50 -3.00 1.50 -.7333 .98291 

Exxx 120 50.00 34.00 84.00 
67.225

0 

10.8127

4 

Valid N (listwise) 120      
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APPENDIX 3. QUESTIONNAIRE SWEDISH   
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APPENDIX 4. QUESTIONNAIRE ENGLISH 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


